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Mr. Jeff DeRouen
Executive Director
Kentucky Public Service Commission
211 Sower Boulevard
P.O. Box 615
frankfort, Kentucky 40602-0615

June 28, 2013

Re: Joint Appticatioit of PPL Corporation, E.ON AG, E.ON US
Investments Corp., E. ON U.S. LLC, Louisville Gas and Electric
Company, and Kentttcky Utilities Company for Approval of an
Acquisition of Ownership and Control of Utilities
Case No. 20 10-00204

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
an original and one (1) copy of the Companies’ Annual Accounting
Information filing in compliance with the reporting requirements specified in
Appendix C, Commitment No. 1. In addition, the Companies are filing a copy
of PPL Corporation’s 2012 Annual Report 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,

LG&E and KU Energy LLC
State Regulation and Rates
220 West Main Street
P0 Box 32010
Louisville, Kentucky 40232
www.Ige-ku.com

Rick E. Lovekamp
Manager — Regulatory Affairs
T 502-627-3780
F 502-627-3213

rick.Iovekamp@lge-ku.com

Rick E. Lovekamp
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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 oned 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.

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 LIKE also relate to the consolidated entity.

LKS - LG&E and KU Services Company, a subsidiary of LKE that provides services for LIKE and its subsidiaries. The
subsidiary was acquired by PPL through the acquisition of LKE in November 2010.

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 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, 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.

PPL Susquehanna - PPL Susquehaima, 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 indirectly wholly owns both WPD (East Midlands) and 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 (14’est 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 LIKE that leased certain non-utility generating plants in western
Kentucky until July 2009. The subsidiary was acquired by PPL through the acquisition of LKE in November 2010.

Other terms and abbreviations

£ - British pound sterling.

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 $1,000 principal amount of PPL Capital funding 4.625% Junior Subordinated
Notes due 201$.

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. I 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 Form 10-K - Annual Report to the SEC on form 10-K for the year ended December 31, 2011.

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.

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.
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A.M. Best - A.M. Best Company, a company that reports on the fmancial 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.

Bluegrass CTs - three natural gas combustion turbines owned by Bluegrass Generation. LG&E and KU entered into an
Asset Purchase Agreement with Bluegrass Generation for the purchase of these combustion turbines, subject to certain
conditions including receipt of applicable regulatory approvals and clearances.

Bluegrass Generation - Bluegrass Generation Company, L.L.C., an exempt wholesale electricity generator in LaGrange,
Kentucky.

BREC - Big Rivers Electric Corporation, a power-generating rural electric cooperative in western Kentucky.

CAIR - the EPA’s Clean Aft 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 pennit and operating license from the NRC for a nuclear plant.

CPCN - Certificate of Public Convenience and Necessity. Authority granted by the KPSC pursuant to Kentucky Revised
Statute 278.020 to provide utility service to or for the public or the construction of any plant, equipment, property or facility
for furnishing of utility service to the public.

CSAPR - Cross-State Air Pollution 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 200$. The court has granted a stay allowing CAIR to remain in
place pending a ruling on the legal challenges to the CSAPR.

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.

DPCR4 - Distribution Price Control Review 4, the U.K. 5-year rate review period applicable to WPD that commenced
April 1. 2005.

DRIP - Dividend Reinvestment and Direct Stock Purchase Plan.

DSM - 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.
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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.

E.ON AG - a German corporation and the parent of E.ON UK plc, the former parent of Central Networks, and the indirect
parent of EON US Investments Corp., the former parent of LKE.

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.

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.

FIR - fmancial transmission rights, which are fmancial 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.

Intermediate and peaking generation - includes the output provided by PPL’s oil- and natural gas-fired units.

Ironwood Acquisition - lii April 2012, PPL Ironwood Holdings, LLC, an indirect, wholly owned subsidiary of PPL
Energy Supply. completed the acquisition from a subsidiary of The AES Corporation of all of the equity interests of AES
Ironwood, L.L.C. (subsequently renamed PPL Ironwood, LLC) and AES Prescott, L.L.C. (subsequently renamed PPL
Prescott, LLC), which own and operate, respectively, the Ironwood Facility.

Ironwood Facility - a natural gas-fired power plant in Lebanon, Pennsylvania with a summer rating of 657 MW.

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 Febmaiy 2010.
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Moodys - 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 pennitted by derivative accounting rules. Derivatives that
qualify for this exception receive accrual accounting treatment.

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 - Ohio 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 plant in Ohio and the Clifty Creek plant in Indiana, with
combined nameplate capacities of 2,390 MW.

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

PJM - PJM 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 area who have not chosen to select an alternative electricity supplier under the Customer Choice Act.

PP&E - property, plant and equipment.

Predecessor - refers to the LKE. LG&E and KU pre-acquisition activity covering the time period prior to November 1,
2010.

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

Purchase Contract(s) - refers collectively to the 2010 and 2011 Purchase Contracts.

RAy- regulatory asset value. This term is also commonly known as RAB or regulatoiy asset base.

RECs - renewable energy credits.

Registrants - PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU, collectively.

Regulation S-X - SEC regulation governing the fonrm 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 concerning administration of the tax laws.
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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 fmancial reporting. It also requires an independent auditor to make its own assessment.

5CR - selective catalytic reduction, a pollution control process for the removal of nitrogen oxide from exhaust gases.

Scrubber - an aft 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.

SMGT - Southern Montana Electric Generation & Transmission Cooperative, Inc., a Montana cooperative and purchaser of
electricity under a long-term supply contract with PPL EnergyPlus expiring in June 2019.

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

Successor - refers to the LKE, LG&E and KU post-acquisition activity covering the time period after October31, 2010.

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 net summer capacity of 732 MW. LKE
indirectly owns a 75% interest (consists of LG&E’s 14.25% and KU’s 60.75% interests) in TC2 or 549 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.

V$CC - 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 Bloornberg 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 the Registrants 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 each Registrant’s
2011 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.

• 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 other emissions and the physical effects of

climate change;
• collective labor bargaining negotiations;
• the outcome of litigation against the Registrants and their subsidiaries;
• potential effects of threatened or actual terrorism, war or other hostilities, cyber-based intrusions or natural disasters;
• the commitments and liabilities of the Registrants and their 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;
• stock price performance of PPL;
• volatility in the fair value of debt and equity securities and its impact on the value of assets in the NOT funds and in

defmed benefit plans, and the potential cash funding requirements if fair value declines;
• 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 fmancial or commodity markets and economic conditions;
• the profitability and liquidity, including access to capital markets and credit facilities, of the Registrants and their

subsidiaries;
• new accounting requirements or new interpretations or applications of existing requirements;
• changes in securities and credit ratings;
• 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, including additional NRC requirements;
• political, regulatory or economic conditions in states, regions or countries where the Registrants or their subsidiaries

conduct business;
• receipt of necessary governmental permits, approvals and rate relief;
• new state, federal or foreign legislation, including new tax, environmental, healthcare or pension-related legislation;
• state, federal and foreign regulatory developments:
• the outcome of any rate cases or other cost recovely filings 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 Ofgern in the U.K.;
• the impact of any state, federal or foreign investigations applicable to the Registrants and their subsidiaries and the energy

industry;
• the effect of any business or industry restructuring;
• development of new projects, markets and technologies;



• performance of new ventures; and
• 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 LICE.

Any such forward-looking statements should be considered in light of such important factors and in conjunction with other
documents of the Registrants 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 the Registrants 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 the Registrants 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 ofDollars, except share data)

Three Months Ended March 31,
2012 2011

Operating Revenues
Utility $ 1,714 $ 1,536
Unregulated retail electric and gas 223 147
Wholesale energy marketing

Realized 1,208 1,038
Unrealized economic activity (Note 14) 852 57

Net energy trading margins 8 11
Energy-related businesses 107 121
Total Operating Revenues 4,112 2,910

Operating Expenses
Operation

Fuel 424 475
Energy purchases

Realized 883 671
Unrealized economic activity (Note 14) 591 (18)

Other operation and maintenance 706 583
Depreciation 264 208
Taxes, other than income 91 73
Energy-related businesses 102 113
Total Operating Expenses 3,061 2,105

Operating Income 1,051 805
Other Income (Expense) - net (17) (5)
Other-Than-Temporary Impairments I
Interest Expense 230 174
Income froni Continuing Operations Before Income Taxes 804 625
Income Taxes 259 223
Income from Continuing Operations After Income Taxes 545 402
Income (Loss) from Discontinued Operations (net of income taxes) 3
Net Income 545 405
Net Income Attributable to Noncontrolling Interests 4 4
Net Income Attributable to PPL Corporation $ 541 $ 401
Amounts Attributable to PPL Corporation:

Income from Continuing Operations After Income Taxes $ 541 $ 398
Income (Loss) from Discontinued Operations (net of income taxes) 3
Net Income $ 541 $ 401

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

Basic $ 0.93 $ 0.82
Diluted $ 0.93 $ 0.82

Net Income Available to PPL Corporation Common Shareowners:
Basic S 0.93 $ 0.82
Diluted $ 0.93 $ 0.82

Dividends Declared Per Share of Common Stock $ 0.360 $ 0.350
Weighted-Average Shares of Common Stock Outstanding (in thousands)

Basic 579,041 484.138
Diluted 579,527 484.345

The nccoiiipaining Notes to Condensed Financial Statements exit’ on integral port ofthe financial statements.

3



CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
PPL Corporation and Subsidiaries

• (Unaudited)
(Millions ofDollors)

Three Months Ended March 31,
2012 2011

Net income $ 545 $ 405

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 76 67
Available-for-sale securities, net of tax of ($28), ($12) 22 12
Qua1if’ing derivatives, net of tax of ($62), ($32) 66 37
Equity investees’ other comprehensive income (loss), net of tax of $2, $0 (4) (1)

Reclassifications to net income - (gains) losses, net of tax expense (benefit):
Available-for-sale securities, net of tax of $2, $5 (3) (7)
Qualifying derivatives, net of tax of $87, $51 (122) (69)
Equity investees’ other comprehensive (income) loss, net of tax of $0, $0 2
Defmed benefit plans:

Prior service costs, net of tax of($l), ($2) 3 3
Net actuarial loss, net of tax of($4), ($4) 20 Il

Total other comprehensive income (loss) attributable to PPL Corporation 58 55

Comprehensive income (loss) 603 460
Comprehensive income attributable to noncontrolling interests 4 4

Comprehensive income (loss) attributable to PPL Corporation $ 599 $ 456

The occonipanving Notes to Condensed Finonciol Statements are on mtegrolpoi-t ofthe financiol sto!eme,zls.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
PPL Corporation and Subsidiaries
(Unaudhed)
(Millions ofDollars)

Three Months Ended March 31,
2012 2011

Cash Flows from Operating Activities
Net income S 545 $ 405
Adjustments to reconcile net income to net cash provided by operating activities

Depreciation 264 208
Amortization 55 47
Defmed benefit plans - expense 42 39
Deferred income taxes and investment tax credits 257 204
Unrealized (gains) losses on derivatives, and other hedging activities (235) (96)
Other 20 10

Change in current assets and current liabilities
Accounts receivable 32 (57)
Accounts payable (99) (112)
Unbilled revenues 59 199
Prepayments (100) (85)
Counterparty collateral 65 (195)
Taxes 66 10
Accrued interest 37 55
Other (45) (5)

Other operating activities
Defmed benefit plans - ftmding (208) (438)
Other assets (12) (4)
Other liabilities (15) 11

Net cash provided by operating activities 728 196
Cash Flows from Investing Activities

Expenditures for property, plant and equipment (682) (428)
Proceeds from the sale of certain non-core generation facilities 381
Purchases of nuclear plant decommissioning trust investments (38) (79)
Proceeds from the sale of nuclear plant decommissioning trust investments 34 75
Proceeds from the sale of other investments 16 163
Net (increase) decrease in restricted cash and casb equivalents (22) (7)
Other investing activities (19) (7)

Net casb provided by (used in) investing activities (711) 98
Cash Flows from Financing Activities

Issuance of common stock 16 16
Payment of common stock dividends (203) (170)
Net increase (decrease) in short-term debt 93 187
Other financing activities (30) (20)

Net cash provided by (used in) financing activities (124) 13
Effect of Exchange Rates on Cash and Cash Equivalents 8 13
Net Increase (Decrease) in Cash and Cash Equivalents (99) 320
Cash and Cash Equivalents at Beginning of Period 1,202 925
Cash and Cash Equivalents at End of Period $ 1,103 $ 1,245

The accompanying Notes to Condensed Finonciol Statements ore on integrol port ofthefinonciol statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Corporation and Subsidiaries

• (Unaudited)
(Millions ofDollors, shores in (ho usonds)

March 31, December 31,
2012 2011

Assets

Current Assets
Cash and cash equivalents $ 1,103 $ 1,202
Short-term investments 16
Restricted cash and cash equivalents 172 152
Accounts receivable (less reserve: 2012, $69; 2011, $54)

Customer 723 742
Other 84 85

Unbilled revenues 774 830
Fuel, materials and supplies 669 654
Prepayments 261 160
Price risk management assets 3,230 2,548
Regulatory assets 15 9
Other current assets 31 28
Total Current Assets 7,062 6,426

Investments
Nuclear plant decommissioning trust funds 693 640
Other investments 75 78
Total Investments 768 718

Property, Plant and Equipment
Regulated utility plant 23,544 22,994
Less: accumulated depreciation - regulated utility plant 3,701 3,534

Regulated utility plant, net 19,843 19.460
Non-regulated property, plant and equipment

Generation 10,536 10,514
Nuclear fuel 718 658
Other 661 637

Less: accumulated depreciation - non-regulated property, plant and equipment .... 5,758 5,676
Non-regulated property, plant and equipment. net 6,157 6.133

Construction work in progress 1,706 1,673
Property, Plant and Equipment, net (a) 27,706 27,266

Other Noncurrent Assets
Regulatory assets 1,334 1,349
Goodwill 4,161 4,114
Other intangibles (a) 1,064 1,065
Price risk management assets 1,186 920
Other noncurrent assets 801 790
Total Other Noncurrent Assets 8,546 8,238

Total Assets S 44,082 $ 42.648

(a) At March 31, 2012 and December 31, 2011, includes $417 million and $416 million of PP&E, consisting primarily of Generation, including
leasehold improvements, and $10 million and $11 million of”Other intangibles” from the consolidation of a VIE that is the owner/lessor of the Lower
Mt. Bethel plant.

The occonipont’ing Notes to Condensed Finonciol Stoteiiieizts ore on integrol port ofthefluionciol stotenients.
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Corporation and Subsidiaries. (Unaudited)
(Millions ofDallars, shares in thousands,)

March 31, December 31,
2012 2011

Liabilities and Equity

Current Liabilities
Short-term debt $ 674 $ 578
Accounts payable 1,027 1,214
Taxes 132 65
Interest 326 287
Dividends 214 207
Price risk management liabilities 2,149 1,570
Regulatory liabilities 74 73
Other current liabilities 1,292 1,261
Total Current Liabilities 5,888 5,255

Long-term Debt 18,076 17,993

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes 3,589 3,326
Investment tax credits 295 285
Price risk management liabilities 1,074 840
Accrued pension obligations 1,105 1,299
Asset retirement obligations 491 484
Regulatory liabilities 1,009 1,010
Other deferred credits and noncurrent liabilities 1,020 1,060
Total Deferred Credits and Other Noncurrent Liabilities 8,583 8,304

Commitments and Contingent Liabilities (Notes 6 and JO)

Equity
PPL Corporation Shareowners’ Common Equity

Common stock - $0.01 par value (a) 6 6
Additional paid in capital 6,862 6.8 13
Earnings reinvested 5,129 4,797
Accumulated other comprehensive loss (730) (78$)
Total PPL Corporation Shareowners’ Common Equity 11,267 10,828

Noncontrolling Interests 268 268
Total Equity 11,535 11,096

Total Liabilities and Equity S 44,082 $ 42.64$

(a) 780,000 shares authorized; 579,520 and 578,405 shares issued and outstanding at March 31, 2012 and December31, 2011.

The accompanunig Notes to Condensed Financial Stcilen letus are an integral purr of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
PPL Corporation and Subsidiaries
(Unaudited)
(Millions ofDollars,)

PPL Corporation Shareowners

Common

stock Accumulated
shares Additional other Non-

outstanding Common paid-in Earnings comprehensive controlling
(a) stock capital reinvested loss interests Total

December 31, 2011 578,405 $ 6 $ 6,813 $ 4,797 $ (78$) $ 26$ $ 11,096
Common stock issued (b) 1,115 32 32
Stock-based compensation (c) 17 17
Net income 541 4 545
Dividends, dividend equivalents

and distributions (U) (209) (4) (213)
Other comprehensive

income (loss)

__________ ________ ___________ __________

58

__________

58

March 31,2012 579,520 $ 6 $ 6,862 $ 5,129 $ (730) $ 26$ $ 11,535

December 31, 2010 483,391 $ 5 $ 4,602 $ 4,082 $ (479) $ 268 $ 8,478
Common stock issued (b) 1,227 40 40
Stock-based compensation (c) (5) (5)
Net income 401 4 405
Dividends, dividend equivalents

and distributions (d) (171) (4) (175)
Othet comprehensive

income (loss)

___________ _________ ____________

55 55
March 31, 2011 484,618 $ 5 $ 4,637 $ 4,312 $ (424) $ 268 $ 8,798

(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) The three months ended March 31, 2012 and 2011 include $29 million and $17 million of stock-based compensation expense related to new and

existing unvested equity awards. These periods also include the reclassification of $(l2) million and $(22) million related primarily to the
reclassification from “Stock-based compensation” to Common stock issued for the issuance of common stock after applicable equity award vesting
periods and tax adjustments related to stock-based compensation.

(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.

The accompwn’ingNotes to Condensed financial Statements are an integral part ofthe financial statements.
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Interest Income from Affiliates.

$ 1,038
57

6
147

11
110

1,369

260

314
(18)

245
59
16

108
985

384

14

3

Interest Expense 37 47

Income from Continuing Operations Before Income Taxes 486 353

Income Taxes 177 142

Income from Continuing Operations After Income Taxes 309

Income (Loss) from Discontinued Operations (net of income taxes) 3

Net Income Attributable to PPL Energy Supply $ 309 $ 214

The accompaio’ing Notes 10 Condensed financial Statements are an integral part ofthe financial statements.

Three Months Ended March 31,
2011

CONDENSED CONSOLIDATED STATEMENTS OF INCOME
PPL Energy Supply, LLC and Subsidiaries. (Unaudited)
(Millions ofDollars)

Operating Revenues
Wholesale energy marketing

Realized
Unrealized economic activity (Note 14)

Wholesale energy marketing to affiliate
Unregulated retail electric and gas
Net energy trading margins
Energy-related businesses
Total Operating Revenues

Operating Expenses
Operation

Fuel
Energy purchases

Realized
Unrealized economic activity (Note 14)

Energy purchases from affiliate
Other operation and maintenance

Depreciation
Taxes, other than income
Energy-related businesses
Total Operating Expenses

Operating Income

Other Income (Expense) - net

Other-Than-Temporary Impairments

2012

$ 1,208
852

21
224

8
96

2,409

211

659
591

1
255

64
1$
92

1,891

518

5

211
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CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
PPL Energy Supply, LLC and Subsidiaries
(Unaudited)
(Millions ofDollars)

Three Months Ended March 31,

2012 2011

$ 309 $ 214

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

Available-for-sale securities, net of tax of ($28), ($12) 22 12
Qualifying derivatives, net of tax of ($57), ($34) 56 50

Reclassifications to net income - (gains) losses, net of tax expense (benefit):
Available-for-sale securities, net of tax of $2, $5 (3) (7)
Qualifying derivatives, net of tax of $93, $54 (139) (79)
Equity investees other comprehensive (income) toss, net of tax of $0, $0 2
Defmed benefit pians:

Prior service costs, net of tax of($l), ($1) 1
Net actuarial loss, net of tax of $2, $0 5 1

Total other comprehensive income (loss) attributable to PPL Energy Supply (58) (20)

Comprehensive income (loss) attributable to PPL Energy Supply $ 251 $ 194

The accompanyingNotes 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 ofDollars)

Cash Flows from Operating Activities
Net income $
Adjustments to reconcile net income to net cash provided by operating activities

Depreciation
Amortization
Defmed benefit plans - expense
Deferred income taxes and investment tax credits
Unrealized (gains) losses on derivatives, and other hedging activities
Other

Change in current assets and current liabilities
Accounts receivable
Accounts payable
Unbilled revenues
Fuel, materials and supplies
Prepayments
Taxes
Counterparty collateral
Accrued interest
Other

Other operating activities
Defmed benefit plans - fUnding
Other assets
Other liabilities

Net cash provided by operating activities

Cash Flows from Investing Activities
Expenditures for property, plant and equipment
Proceeds from the sale of certain non-core generation facilities
Purchases of nuclear plant deconnnissioning trust investments
Proceeds from the sale of nuclear plant deconmiissioning trust investments
Net (increase) decrease in notes receivable from affiliates
Net (increase) decrease in restricted cash and cash equivalents
Other investing activities

Net cash provided by (used in) investing activities

Cash Flows from Financing Activities
Distributions to Member
Cash included in net assets of subsidiary distributed to Member
Net increase (decrease) in short-tenn debt

Net cash provided by (used in) fmancing activities

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

Three Months Ended March 31,
2012 2011

100
(457)

(244)
379

$ 135

The acconiponving Notes to Condensed Financial Statements ore on ititegral port ofthe financial statemetits.

309 $

64
38
10

161
(260)

17

37
(24)

6
(51)

(7)

(26)
65
23

(26)

(69)

(12)
(1)

254

(199)

(38)
34

198
(19)
(17)
(41)

(557)

214

59
33

9
105

(105)
13

69
(92)
122
(17)

51
42

(195)
25

(12)

(127)
(3)
11

202

(127)
381
(79)

75
(458)

(5)
(11)

(224)

(81)
(325)
350
(56)

(78)
661

$ 583
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Energy Supply, LLC and Subsidiaries

• (Unaudited)
(Millions ofDollars)

March 31, December 31,
2012 2011

Assets

Current Assets
Cash and cash equivalents $ 135 $ 379
Restricted cash and cash equivalents 164 145
Accounts receivable (less reserve: 2012, $26; 2011, $15)

Customer 134 169
Other 24 31

Accounts receivable from affiliates 93 89
Unbilled revenues 396 402
Note receivable from affiliate 198
Fuel, materials and supplies 347 298
Prepayments 21 14
Price risk management assets 3,222 2,527
Other cuffent assets 14 11
Total Current Assets 4,550 4,263

Investments
Nuclear plant decommissioning trust funds 693 640
Other investments 45 40
Total Investments 738 680

Property, Plant and Equipment
Non-regulated property, plant and equipment

Generation 10,544 10,517
Nuclearfuel 718 658
Other 251 245

Less: accumulated depreciation - non-regulated property, plant and equipment 5,651 5,573
Non-regulated property, plant and equipment, net 5,862 5,847

Construction work in progress 704 639
Property, Plant and Equipment, net (a) 6,566 6,486

Other Noncurrent Assets
Goodwill 86 86
Other intangibles (a) 387 386
Price risk management assets 1,149 896
Other noncurrent assets 390 382
Total Other Noncurrent Assets 2,012 1,750

Total Assets $ 13,866 $ 13,179

(a) At March 31, 2012 and December31, 2011, includes $417 million and $416 million of PP&E, consisting primarily of “Gcneration,” including
leasehold improvements, and $10 million and $11 million of”Other intangibles” from the consolidation of a Vifi that is the owner/lessor of the Lower
Mt. Bethel plant.

The accompanying Notes to Condensed Financial Statements ore on integral port ofthe financial stotements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Energy Supply, LLC and Subsidiaries

• (Unaudited)
(Millions ofDollors)

March 31, December 31,
2012 2011

Liabilities and Equity

Current Liabilities
Short-term debt $ 500 $ 400
Accounts payable 427 472
Accounts payable to affiliates 19 14
Taxes 64 90
Interest 53 30
Price risk management liabilities 2,129 1,560
Counterparty collateral 213 148
Deferred income taxes 367 315
Other current liabilities 170 196
Total Current Liabilities 3,942 3,225

Long-term Debt 3,024 3,024

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes 1,308 1,223
Investment tax credits 148 136
Price risk management liabilities 1,025 785
Accrued pension obligations 150 214
Asset retirement obligations 353 349
Other deferred credits and noncurrent liabilities 185 186
Total Deferred Credits and Other Noncurrent Liabilities 3,169 2,893

Commitments and Contingent Liabilities (Note 10)

Equity
Member’s equity 3,713 4,019
Noncontrolling interests 18 18
Total Equity 3,731 4,037

Total Liabilities and Equity $ 13,866 $ 13,179

The occomponving Notes to Condensed Finonciol Stotements ore on inlegrol port of/he Jmno;iciol slotetnents.
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CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
PPL Energy Supply, LLC and Subsidiaries
(Unsudited)
(Millions ofDollors)

Non-
Member’s controlling

equity interests Total

December31, 2011 $ 4,019 $ 18 $ 4,037
Net income 309 309
Other comprehensive income (loss) (58) (58)
Distributions (557) (557)
March3l,2012 $ 3,713 $ 18 $ 3,731

December 31, 2010 $ 4,491 $ 18 $ 4,509
Net income 214 214
Other comprehensive income (loss) (20) (20)
Distributions (81) (81)
Distribution of membership interest in PPL Global (a) (1,288)

______________

(1,288)
March3l,2011 $ 3.316 $ 18 $ 3,334

(a) In January 2011, PPL Energy Supply distributed its entire membership interest in 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 fmancial effect as of January 1,2011, and no gariss
or losses were recognized on the distribution.

The occomponving Notes to Condensed Finonciol Statements ore on mtegrol port ofthefinonciol stotensents.
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CONDENSED CONSOLIDATED STATEMENTS OF INCOME
PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Millions ofDollars)

Operating Revenues
Retail electric
Electric revenue from affiliate

_______________

Total Operating Revenues

_____________

Operating Expenses
Operation

Energy purchases
Energy purchases from affiliate
Other operation and maintenance

Depreciation
Taxes, other than income
Total Operating Expenses

_____________

Operating Income 79

Other Income (Expense) - net 1

Interest Income from Affiliate 1

Interest Expense

_______________

Income Before Income Taxes

Income Taxes

______________

Net Income (a)

Distributions on Preferred Securities

______________

Net Income Available to PPL Corporation

(a) Net income approximates comprehensive income.

The accompanying Notes to Condensed Financial Statements are an integral part ofthe financial statements.

Three Mouths Ended March 31,
2012 2011

S 457 $ 554
1 4

458 558

153
21

140
39
26

379

251
6

130
33
35

455

103

24

79

23

56

4

$ 52

24

57

20

37

4

$ 33
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Millions ofDollars)

Three Months Ended March 31,
2012 2011

Cash Flows from Operating Activities
Net income $ 37 $ 56
Adjustments to reconcile net income to net cash provided by (used in) operating activities

Depreciation 39 33

Amortization 4
Defmed benefit plans - expense 9 4

Deferred income taxes and investment tax credits 58 (29)

Other 5 3

Change in current assets and current liabilities
Accounts receivable (11) (61)

Accounts payable (25) (52)

Unbilled revenues 23 33
Prepayments (70) 17

Regulatory assets and liabilities 37

Taxes 27

Other (1) (17)

Other operating activities
Defmed benefit plans- funding (54) (98)
Other assets
Other liabilities (24) (1)

Net cash provided by (used in) operating activities (10) (47)

Cash Flows from Investing Activities
Expenditures for property, plant and equipment (121) (129)

Other investing activities (1) 4

Net cash provided by (used in) investing activities (122) (125)

Cash Flows from Financing Activities
Common stock dividends to PPL (35) (18)

Dividends on preferred securities (4) (4)

Net cash provided by (used in) financing activities (39) (22)

Net Increase (Decrease) in Cash and Cash Equivalents (171) (194)

Cash and Cash Equivalents at Beginning of Period 320 204

Cash and Cash Equivalents at End of Period $ 149 $ 10

The occonlpom’ing Notes to Condensed Financial Statements are on integral part ofthe financial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Electric Utilities Corporation and Subsidiaries
Unaudited)
(Millions ofDollors, shores in thousonds,

March 31, December 31,
2012 2011

Assets

Current Assets

Cash and cash equivalents $ 149 $ 320
Accounts receivable (less reserve: 2012, $17; 2011, $17)

Customer 287 271
Other 8 9

Accounts receivable from affiliates 32 35
Unbilled revenues 75 98
Materials and supplies 39 42
Prepayments 148 78
Other current assets 32 30
Total Current Assets 770 883

Property, Plant and Equipment

Regulated utility plant 5,932 5,830
Less: accumulated depreciation - regulated utility plant 2,241 2,217

Regulated utility plant, net 3,691 3,613
Other, net 2 2
Construction work in progress 235 242
Property, Plant and Equipment, net 3,928 3,857

Other Noncurrent Assets

Regulatory assets 731 729
Intangibles 157 155
Other noncurrent assets 81 81
Total Other Noncurrent Assets 969 965

Total Assets $ 5,667 $ 5,705

The occoinponying Notes to Condensed Finonciol Stotements ore on integrol port ofthe finonciol stotements.

18



CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Electric Utilities Corporation and Subsidiaries. (Unaudited)
(Millions ofDollars, shares in thousazds

March 31, December 31,
2012 2011

Liabilities and Equity

Current Liabilities
Accounts payable S 150 $ 171
Accounts payable to affiliates 61 64
Interest 19 24
Regulatory liabilities 53 53
Customer deposits and prepayments 16 39
Vacation 24 22
Other current liabilities 69 47

Total Cuirent Liabilities 392 420

Long-term Debt 1,718 1,718

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes 1,167 1,115
Investment tax credits 4 5
Accrued pension obligations 136 186
Regulatory liabilities 12 7
Other deferred credits and noncurrent liabilities 115 129

Total Deferred Credits and Other Noncurrent Liabilities 1,434 1,442

Commitments and Contingent Liabilities (Notes 6 and 10)

Shareowners’ Equity
Preferred securities 250 250
Common stock - no par value (a) 364 364
Additional paid-in capital 979 979
Earnings reinvested 530 532

Total Equity 2,123 2,125

Total Liabilities and Equity S 5,667 $ 5,705

(a) 170,000 shares authorized: 66,368 shares issued and outstanding at March 31, 2012 and December 31, 2011.

The accompcmving Notes to Condensed financial Statements are an integral part of the financial statements.
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Common
stock
shares Preferred Additional

outstanding securities Common paid-in Earnings
(a) (b) stock capital reinvested Total

66,368 S 250 $ 364 $ 979 $ 532 $ 2,125
37 37
(4) (4)

____________ ___________ ___________ ___________

(35) (35)
66,368 $ 250 $ 364 $ 979 $ 530 $ 2,123

66,368 $ 250 $ 364 $ $79 $ 451 $ 1,944
56 56
(4) (4)

___________ ___________ ___________

(18) (18)
66,368 $ 250 $ 364 $ 879 $ 485 $ 1,978

(a) Shares in thousands. All conmion shares of PPL Electric stock are owned by PPL.
(b) In April 2012, PPL Electric gave notice that it had elected to redeem all of its outstanding preference stock on June 18, 2012. See Note 7 for additional

information.

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

CONDENSED CONSOLIDATED STATEMENTS OF SHAREOWNERS’ EQUITY
PPL Electric Utilities Corporation and Subsidiaries
(Unauthted)
(Millions ofDollars)

December 31, 2011
Net income
Cash dividends declared on preferred securities..
Cash dividends declared on common stock
March 31, 2012

December 31, 2010
Net income
Cash dividends declared on preferred securities..
Cash dividends declared on common stock
March 31, 2011
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Operating Revenues.

Operating Expenses
Operation

fuel
Energy purchases
Other operation and maintenance

Depreciation
Taxes, other than income
Total Operating Expenses

Operating Income

Other Income (Expense) - net

Interest Expense

Income Before Income Taxes

Income Taxes

Net Income

CONDENSED CONSOLIDATED STATEMENTS OF INCOME
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions ofDollars)

Three Months Ended March 31,
2012 2011

S 705 $ 766

213 215
74 107

206 181
86 81
11 9

590 593

115 173

(3) (1)

3$ 36

74 136

21 49

S 53 $ 87

The acconzpclnving Notes to Condensed Financial Statements ore an integral part ofthe financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions ofDollars)

Three Months Ended March 31,

2012 2011

Net income $ 53 $ $7

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

benefit:
Equity investees other comprehensive income (loss), net

oftax of$2, $0 (4) (1)

Reclassification to net income - (gains) losses, net of tax expense
(benefit):

Defmed benefit plans:
Net actuarial loss, net of tax of $0, $0

_____________

(1)

Total other comprehensive income (loss) (4) (2)

Comprehensive income (loss) $ 49 $ 85

The acconipanving Notes to Condensed Financial Statements are an integral part ofthe financial statenients.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
LG&E and KU Energy LLC and Subsidiaries
(Unauthted)
(Millions ofDollors)

Three Months Ended March 31,
2012 2011

Cash Flows from Operating Activities
Net income S 53 $ 87
Adjustments to reconcile net income to net cash provided by operating activities

Depreciation 86 81
Amortization 7 7
Defined benefit plans - expense 10 12
Deferred income taxes and investment tax credits 32 120
Other (1) (10)

Change in cuffent assets and current liabilities
Accounts receivable 13
Accounts payable 16 (22)
Accounts payable to affiliates 4 (1)
Unbilled revenues 29 39
Fuel, materials and supplies 29 43
Income tax receivable (9) (26)
Accrued interest 30 28
Other (1) (29)

Other operating activities
Defmed benefit plans - funding (58) (153)
Other assets (1)
Other liabilities 6 4

Net cash provided by operating activities 232 193

Cash Flows from Investing Activities
Expenditures for property, plant and equipment (174) (69)
Proceeds from the sale of other investments 163
Net (increase) decrease in notes receivable from affiliates 10 16
Net (increase) decrease in restricted cash and cash equivalents 2 (2)

Net cash provided by (used in) investing activities (162) 108

Cash Flows from Financing Activities
Net increase (decrease) in short-term debt (163)
Debt issuance and credit facility costs (1)
Distributions to member (25) (54)

Net cash provided by (used in) fmancing activities (25) (218)

Net Increase (Decrease) in Cash and Cash Equivalents 45 83
Cash and Cash Equivalents at Beginning of Period 59 11
Cash and Cash Equivalents at End of Period $ 104 $ 94

The occonlpoin’ing Notes to Condensed Finonciol Stotements ore on integrol port ofthefinonciol stotements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions ofDollors)

Assets

Current Assets

Cash and cash equivalents
Accounts receivable (less reserve: 2012, $20; 2011, $17)

Customer
Other

Unbilled revenues
Fuel, materials and supplies
Prepayments
Notes receivable from affiliates
Income tax receivable
Deferred income taxes
Regulatory assets
Other current assets
Total Current Assets

Investments

Property, Plant and Equipment

Regulated utility plant
Less: accumulated depreciation - regulated utility plant

__________________

Regulated utility plant, net
Other, net
Construction work in progress

_________________

Property, Plant and Equipment, net

________________

Other Noncurrent Assets
Regulatory assets
Goodwill
Other intangibles
Other noncurrent assets
Total Other Noncurrent Assets

_________________

Total Assets S 10,626

The occomponving Notes to Condensed Finonciol Stotements ore on integrol port of/liefinonciol stotements.

March 31,
2012

December 31,
2011

S 104 $ 59

141 135
9 14

117 146
254 283

17 22
5 15

12 3
72 17
15 9

1 3
747 706

24 31

7,652 7,519
337 277

7,315 7,242
2 2

531 557
7,848 7,801

603
996
302

620
996
314

106 108
2,007 2,038

$ 10,576
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CONDENSED CONSOLIDATED BALANCE SHEETS
LG&E and KU Energy LLC and Subsidiaries

• (Unaudited)
(Millions ofDollars)

March 31, December 31,
2012 2011

Liabilities and Equity

Current Liabilities
Accounts payable $ 195 $ 224
Accounts payable to affiliates 6 2
Customer deposits 45 45
Taxes 34 25
Regulatory’ liabilities 21 20
Interest 53 23
Salaries and benefits 47 64
Other current liabilities 32 30
Total Current Liabilities 433 433

Long-term Debt 4,074 4,073

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes 501 413
hwestment tax credits 143 144
Accrued pension obligations 310 359
Asset retirement obligations 117 116
Regulatory liabilities 997 1,003
Price risk management liabilities 49 55
Other deferred credits and noncurrent liabilities 237 239
Total Deferred Credits and Other Noncurrent Liabilities 2,354 2,329

Commitments and Contingent Liabilities (Notes 6 and 10)

Member’s Equity 3,765 3,741

Total Liabilities and Equity $ 10,626 $ 10,576

The accompaming Na/es to Candensed Financial Statements are an integral part of the financial statenie;its.
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CONDENSED CONSOLIDATED STATEMENTS OF MEMBER’S EQUITY
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions ofDollars)

Member’s
Equity

December 31, 2011 $ 3,741
Net income 53
Distributions to member (25)
Other comprehensive income (loss) (4)
March 31,2012 $ 3,765

December3l,2010 $ 4,011
Net income 87
Distributions to member (54)
Other comprehensive income (loss) (2)
March3l,2011 $ 4,042

The acconipanving Notes to Condensed Financial Statenients are an integral part ofthe financial statements.
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CONDENSED STATEMENTS OF INCOME
Louisville Gas and Electric Company

• (Unaudited)
(Millions ofDollars)

Three Months Ended March 31,
2012 2011

Operating Revenues
Retail and wholesale S 329 $ 371
Electric revenue from affiliate 24 27
Total Operating Revenues 353 398

Operating Expenses
Operation

Fuel 89 85
Energy purchases 69 99
Energy purchases from affiliate 4 11
Other operation and maintenance 98 90

Depreciation 38 36
Taxes, other than income 5 4
Total Operating Expenses 303 325

Operating Income 50 73

Other Income (Expense) - net 1 (1)

Interest Expense 11 11

Income Before Income Taxes 40 61

Income Taxes 15 22

Netlncome(a) S 25 $ 39

(a) Net income approximates comprehensive income.

The accompanying Notes to Condensed Financial Statements are an integral part ofthe financial statements.
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25 $

38
4

16
(1)

(9)
14

(10)
16
19
13

(24)
1

102

(60)

(15)

(15)
29

39

36
5

13
(1)

9
(13)

(5)
23
40

8

(65)
2

91

(33)
163

(12)
(163)

(1)
(17)

(193)
26

CONDENSED STATEMENTS OF CASH FLOWS
Louisville Gas and Electric Company

• (Unauthted)
(Millions ofDollars)

Three Months Ended March 31,
2012 2011

Cash Flows from Operating Activities
Net income S
Adjustments to reconcile net income to net cash provided by operating activities

Depreciation
Defmed benefit plans - expense
Deferred income taxes and investment tax credits
Other

Change in current assets and current liabilities
Accounts receivable
Accounts payable
Accounts payable to affiliates
Unbilled revenues
Fuel, materials and supplies
Other

Other operating activities
Defmed benefit plans - finding
Other liabilities

______________ ______________

Net cash provided by operating activities

______________ ______________

Cash Flows from Investing Activities
Expenditures for property, plant and equipment
Proceeds from the sale of other investments
Net (increase) decrease in restricted cash and cash equivalents 2 (2)

Net cash provided by (used in) investing activities (58) 128

Cash Flows from Financing Activities
Net increase (decrease) in notes payable with affiliates
Net increase (decrease) in short-term debt
Debt issuance and credit facility costs
Payment of common stock dividends to parent

_____________ _____________

Net cash provided by (used in) financing activities

_____________ _____________

Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Period 25 2

Cash and Cash Equivalents at End of Period S 54 $ 28

The accompam’ing Notes to Condensed Financial Statements ore an integral part of/he financial statements.
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CONDENSED BALANCE SHEETS
Louisville Gas and Electric Company

• (Unaudited)
(Millions ofDollars, shares in thousands,)

Assets

March 31, December 31,
2012 2011

Current Assets

Cash and cash equivalents
Accounts receivable (less reserve: 2012, $2; 2011, $2)

Customer
Other

Unbilled revenues
Accounts receivable from affiliates
Fuel, materials and supplies
Prepayments
Income taxes receivable
Deferred income taxes
Regulatory assets
Other current assets

__________________

Total Current Assets

________________

Property, Plant and Equipment

Regulated utility plant
Less: accumulated depreciation - regulated utility plant

__________________

Regulated utility plant, net
Constmction work in progress

________________

Property, Plant and Equipment, net

________________

Other Noncurrent Assets

Regulatory assets
Goodwill
Other intangibles
Other noncurrent assets

__________________

Total Other Noncurrent Assets

________________

Total Assets S 4,383

The acconipOilving Notes to Condensed Fmancial Statements are an integral part of the financial statements.

$ 54 $

64
5

49
20

25

62
7

65
11

142
7
4
2
9

334

2,956
116

2,840
215

3,055

123
S
3
2

14
1

340

3,027
144

2,883
184

3,067

389 403
389 389
160 166
38 40

976 998

$ 4,387
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CONDENSED BALANCE SHEETS
Louisville Gas and Electric Company. (Unaudited)
(Millions ofDollars, shares in thousands,)

March 31, December 31,
2012 2011

Liabilities and Equity

Current Liabilities
Accounts payable S 97 $ 94
Accounts payable to affiliates 16 26
Customer deposits 22 22
Taxes 1$ 13
Regulatory liabilities 10 10
Interest 12 6
Salaries and benefits 12 13
Other current liabilities 19 15
Total Current Liabilities 206 199

Long-term Debt 1,112 1,112

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes 492 475
Investment tax credits 42 43
Accrued pension obligations 72 95
Asset retirement obligations 55 55
Regulatory liabilities 473 478
Price risk management liabilities 49 55
Other deferred credits and noncurrent liabilities 110 113

Total Deferred Credits and Other Noncurrent Liabilities 1,293 1,314

Commitments and Contingent Liabilities (Notes 6 and 10)

Stockholder’s Equity
Common stock - no par value (a) 424 424
Additional paid-in capital 1,278 1,278
Earnings reinvested 70 60

Total Equity 1,772 1,762

Total Liabilities and Equity S 4,383 $ 4,387

(a) 75,000 shares authorized 21.294 shares issued and outstanding at March 31, 2012 and December 31, 2011.

The occonipaming Notes to Condensed Financial Statements are on mntegi-al part ofthe financial statements.
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CONDENSED STATEMENTS OF EQUITY
Louisville Gas and Electric Company
(Unaudited)
(Millions ofDollars)

December 31, 2011
Net income
Cash dividends declared on common stock
March 31, 2012

December 31, 2010
Net income
Cash dividends declared on common stock
March 31,2011

Common
stock

shares Additional
outstanding Common paid-in Earnings

(a) stock capital reinvested Total

21,294 $ 424 $ 1,278 $ 60 $ 1,762
25 25

____________ ___________

(15)

_________

21,294 $ 424 $ 1,278 $ 70

21,294 $ 424 $ 1,278 $ 19
39

____________ ___________

(17)

_________

21,294 $ 424 $ 1,278 $ 41

(a) Shares is thousands. All common shares of LG&E stock are owned by IKE.

The accompanvingNotes to Condensed Financial Statements are an integral part of the fmanc,al statements.

(15)
$ 1,772

S 1,721
39

(17)

$ 1,743
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CONDENSED STATEMENTS OF INCOME
Kentucky Utilities Company
(UnaudIted)
(Millions ofDollars)

Three Months Ended March 31,
2012 2011

Operating Revenues
Retail and wholesale $ 376 $ 395
Electric revenue from affiliate 4 Il
Total Operating Revenues 380 406

Operating Expenses
Operation

Fuel 124 130
Energy purchases 5 8
Energy purchases from affiliate 24 27
Other operation and maintenance 95 84

Depreciation 42 45
Taxes, other than income 6 5
Total Operating Expenses 302 299

Operating Income 78 107

Other Income (Expense) - net (1) 1

Interest Expense 17 18

Income Before Income Taxes 60 90

Income Taxes 22 32

Net Income $ 38 $ 58

The occompam’mgNotes to Condensed Financial Statements are an integi-al part ofthe financial statements.
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CONDENSED STATEMENTS OF COMPREHENSIVE INCOME
Kentucky Utilities Company
(Unaudited)
(Millions ofDollars)

Three Months Ended March 31,
2012 2011

Net income $ 38 $ 58

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

benefit:
Equity investees’ other comprehensive income (loss), net of

taxof$2,$O (4) (1)
Total other comprehensive income (toss) (4) (1)

Comprehensive income (loss) S 34 $ 57

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

• (Unaudited)
(Millions ofDollars)

Cash Flows from Operating Activities
Net income
Adjustments to reconcile net income to net cash provided by operating activities

Depreciation
Defmed benefit plans - expense
Deferred income taxes and investment tax credits
Other

Change in current assets and current liabilities
Accounts receivable
Accounts payable
Accounts payable to affiliates
Unbilled revenues
Fuel, materials and supplies
Other

Other operating activities
Defined benefit plans - funding
Other assets
Other liabilities

Net cash provided by operating activities
Cash Flows from Investing Activities

Expenditures for property, plant and equipment
Net cash provided by (used in) investing activities

Cash Flows from Financing Activities
Net increase (decrease) in notes payable with affiliates
Payment of common stock dividends to parent

Net cash provided by (used in) fmancing activities
Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Period
Cash and Cash Equivalents at End of Period

Three Months Ended March 31,
2012 2011

S 38 $ 58

48 45
3 4

25 22
6 (3)

(7) 20
10 3
3 (7)

13 16
10 3
16 13

(17) (44)
(1)

5 1
152 131

(113) (36)
(113) (36)

(10)
(24) (31)
(24) (41)

15 54
31 3

S 46 $ 57

The accompam’ing Notes to Condensed Financial Statements are an integral part ofthe financial statements.
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Current Assets
Cash and cash equivalents.
Accounts receivable (less reserve: 2012, $2; 2011, $2)

Customer
Other

Unbilled revenues
Accounts receivable from affiliates
Fuel, materials and supplies
Prepayments
Income taxes receivable
Deferred income taxes
Regulatory assets
Other current assets
Total Current Assets

ILIVflLLIICIIL3

Property, Plant and Equipment
Regulated utility plant
Less: accumulated depreciation - regulated utility plant

Regulated utility plant, net
Construction work in progress
Property, Plant and Equipment, net

Other Noncurrent Assets
Regulatory’ assets
Goodwill
Other intangibles
Other noncurrent assets
Total Other Noncurrent Assets

Total Assets

CONDENSED BALANCE SHEETS
Kentucky Utilities Company
(Unaudited)
(Millions ofDollars, shares in thousands)

Assets

March31,
2012

December 31,
2011

$ 46 $ 31

77 73
4 5

8168
3

131
6
4
5
1

141
7
5
S

4 3
349 351

23 31

4,625 4,563
193 161

4,432 4,402
345 340

4,777 4,742

214 217
607 607
142 148
61 60

1,024 1,032

$ 6,173 $ 6,156

The accanipanying Notes to Condensed Financial Statements are an inteal part afthe financial statements.
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CONDENSED BALANCE SHEETS
Kentucky Utilities Company
(Unauthted)
(Millions ofDollars, shares in thousands,)

March 31,
2012

December 31,
2011

Liabilities and Equity

Curreat Liabilities
Accounts payable $
Accounts payable to affiliates
Customer deposits
Taxes
Interest
Regulatory liabilities
Salaries and benefits
Other current liabilities —

Total Current Liabilities

__________________

Long-term Debt

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes
liwestment tax credits
Accrued pension obligations
Asset retirement obligations
Regulatory liabilities
Other deferred credits and noncurrent liabilities

__________________

Total Deferred Credits and Other Noncurrent Liabilities

_________________

Commitments and Contingent Liabilities (Notes 6 and 10)

Stockholder’s Equity
Common stock - no par value (a)
Additional paid-in capital
Earnings reinvested
Accumulated other comprehensive income (loss)

_________________

Total Equity

________________

Total Liabilities and Equity

__________________

(a) 80,000 shares authorized; 37,818 shares issued and outstanding at March 31, 2012 and December 31, 2011.

The accompanying Notes to Condensed Financial Statements are an integral part ofthe financial statements.

88 $ 112
36 33
23 23
15 11
26 11
11 10
10 14

14
223 228

1,842 1,842

508 484
101 101
70 83
62 61

524 525
88 87

1,353 1,341

308 308
2,348 2,348

103 89
(4)

2,755 2,745

$ 6,173 $ 6,156
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CONDENSED STATEMENTS
Kentucky Utilities Company
(Unaudited)
(Millions ofDollars,)

OF EQUITY

Common

December 31,2011
Net income
Cash dividends declared on common stock.
Other comprehensive income (loss)

______________ ___________ ______________ _____________

March 31, 2012

____________ __________ ____________ ___________

December 31,2010
Net income
Cash dividends declared on common stock.
Other comprehensive income (loss)

_____________ __________ _____________ ____________

March 31,2011

(a) Shares in thousands. All common shares of KU stock are owned by LKE.

The accompanying Notes to Condensed Financial Statements are an integral part ofthe financial statements.

$ 2,691
58

stock Accumulated
shares Additional other

outstanding Common paid-in Earnings comprehensive
(a) stock capital reinvested loss Total

37,818 $ 308 $ 2,348 $ 89 $ 2,745
38 38

(24) (24)

___________ _________ ___________ __________

$ (4) (4)
37,818 $ 308 $ 2,348 $ 103 $ (4) $ 2,755

37,818 $ 308 $ 2,348 $ 35
58

(31) (31)

___________ ________ __________ __________

$ (1) (1)
37,818 $ 308 $ 2,348 $ 62 $ (1) $ 2,717
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Combined Notes to Condensed Financial Statements (Unaudited)

1. Interim Financial Statements

(PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU]

Capitalized terms and abbreviations appearing in the unaudited combined notes to condensed financial statements are defmed
in the glossary. Dollars are in millions, except per share data, unless otherwise noted.

The accompanying unaudited condensed 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
financial statements. All adjustments are of a normal recurring nature, except as otherwise disclosed. Each Registrant’s
Balance Sheet at December 31, 2011 is derived from that Registrant’s 2011 audited Balance Sheet. The financial statements
and notes thereto should be read in conjunction with the fmancial statements and notes contained in each Registrant’s 2011
Form 10-K. The results of operations for the three months ended March 31, 2012, are not necessarily indicative of the results
to be expected for the full year ending December31, 2012, 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, 2012
fmancial statements.

(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. Therefore. 2012 includes three months of operating
results of WPD Midlands with no comparable amounts for the same period in 2011. See Note $ for additional information.

PPL consolidates WPD, including WPD Midlands, on a one-month lag. Material intervening events, such as debt issuances
that occur in the lag period, are recognized in the current period financial statements. Events that are significant but not
material are disclosed.

2. Summary of Significant Accounting Policies

(PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

The following accounting policy disclosures represent updates to Note I in each Registrant’s 2011 Form 10-K and should be
read in conjunction with those disclosures.

Accounts Receivable (PPL, PPL Energy Supply and PPL Electric,)

PPL Electric’s customers may choose an alternative supplier for their generation supply. In accordance with a PUC-approved

purchase of accounts receivable program, PPL Electric continues to purchase 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, 2012, PPL Electric purchased $287 million of accounts receivable from
unaffiliated third parties and $98 million from its affiliate. PPL EnergyPlus. During the three months ended March 31, 2011,

PPL Electric purchased $254 million of accounts receivable from unaffiliated third parties and $61 million from its affiliate,

PPL EnergyPlus.
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New Accounting Guidance Adopted (PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

Fair Value Measurements

Effective January 1, 2012, the Registrants prospectively adopted accounting guidance that was issued to clarify’ existing fair
value measurement guidance as well as enhance fair value disclosures. The additional disclosures required by this guidance
include quantitative information about significant unobservable inputs used for Level 3 measurements, qualitative
information about the sensitivity of recurring Level 3 measurements, information about any transfers between Level 1 and 2
of the fair value hierarchy, infonnation about when the current use of a non-fmancial asset is different from the highest and

best use, and the hierarchy classification for assets and liabilities whose fair value is disclosed only in the notes to the
fmancial statements.

The adoption of this standard resulted in additional footnote disclosure but did not have a significant impact on the
Registrants. See Note 13 for additional disclosures required by this guidance.

Testing Goodwill for Impairment

Effective January 1,2012, the Registrants prospectively adopted accounting guidance which allows an entity to elect the
option to first make a qualitative evaluation about the likelihood of an impairment of goodwill. If, based on this assessment,
the entity determines it is not more likely than not the fair value of a reporting unit is less than the carrying amount, the two-
step goodwill impairment test is not necessary. However, the first step of the impairment test is required if an entity
concludes it is more likely than not the fair value of a reporting unit is less than the carrying amount based on the qualitative
assessment.

The adoption of this standard did not have a significant impact on the Registrants.

3. Segment and Related Information

(PPL)

See Note 2 in PPL’s 2011 Form 10-K for a discussion of reportable segments. In 2012, the International Regulated segment
was renamed the U.K. Regulated segment to more specifically reflect the focus of this segment. Other than the name change,
there were no other changes to this segment. Since the acquisition of WPD Midlands occurred on April 1, 2011, the
operating results of the U.K. Regulated segment are not comparable between 2012 and 2011.

Financial data for the segments are:
Three Months Ended March 31,

2012 2011

Income Statement Data
Revenues from extemal customers

Kentucky Regulated $ 705 $ 766

U.K. Regulsted 562 225

Pennsylvanis Regulated 457 554

Supply (a) 2,388 1,365

Total $ 4,112 $ 2,910

Intersegment electric revenues
Pennsylvania Regulated S 1 S 4

Supply 21 6

Net Income Auributable to PPL
Kentucky Regulated $ 42 $ 75

U.K. Regulated 165 55

Pennsylvania Regulated 33 52

Supply (a) 301 219

Total $ 541 $ 401

March 31, Decemher 31,
2012 2011

Balance Sheet Data
Total Assets

Kentucky Regulated (b) $ 10,225 $ tO,229

U.K. Regulated 13,779 13,364

Pennsylvania Regulated 5,600 5,610

Supply (b) 14,478 13,445

Total $ 44,082 S 42,648
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(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 as calculated using the
treasury stock method. In 2012 and 2011, these securities included stock options and performance units granted under
incentive compensation plans. Additionally, the Purchase Contracts associated with the Equity Units will be dilutive under
the treasury stock method if the average VWAP of PPL’s common stock for a certain period exceeds approximately $30.99
and $28.50, for the 2011 and 2010 Purchase Contracts. The Purchase Contracts were excluded from the diluted EPS
calculations for 2012 because they did not meet this criteria during the first quarter of 2012. The 2010 Purchase Contracts
were excluded from the diluted EPS calculation for 2011 because they did not meet this criteria during the first quarter of
2011. Subject to antidilution adjustments at March 31, 2012, the maximum number of shares issuable to settle the Purchase
Contracts was 99,743,870 shares, including $6,552,565 shares that could be issued under standard provisions of the Purchase
Contracts and 13,191,305 shares that could be issued under make-whole provisions in the event of early settlement upon a
fundamental Change. In April 2012, PPL entered into forward sale agreements for PPL common stock. See Note 7 for
additional information.

Reconciliations of the amounts of income and shares of PPL common stock (in thousands) for the three months ended March
31 used in the EPS calculation are:

Income (Numerator)
Income from continuing operations after income taxes atinbutable to PPL
Less amounts allocated to participating securities
Income from continuing operations after income taxes available to PPL common shareowners

Income (loss) from discontinued operations (net of income taxes) available to PPL

Net income attributable to PPL
Less amounts allocated to participating securities
Net income available to PPL common shareowners

Shares of Common Stock (Denominator)
Weighted-average shares - Basic EPS
Add incremental non-participating securities:

Stock options and performance units
Weighted-average shares - Diluted EPS

Basic EPS
Available to PPL common shareowners:

Income from continuing operations after income taxes
Net Income

Diluted EPS
Available to PPL common shareowners:

Income from continuing operations after income taxes
Net Income

2012 2011

$ 541 S 398
3 2

$ 538 $ 396

$ $ 3

$ 541 $ 401
3 2

$ 538 $ 399

579,041 484,138

486 207
579.527 484,345

$ 0.93 $ 0.82
$ 0.93 $ 0.82

$ 0.93 $ 0.82
$ 0.93 $ 0.82

During the three months ended March 31, 2012, PPL issued 276,582 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 279,945 and 558.0 19 shares of common stock related to its ESOP and
DRIP.

F or the three months ended March 31. the following stock options to purchase PPL common stock and performance units
were excluded from the computations of diltited EPS because the effect would have been antidilutive.

(Sha,vs in thousands) 2012 2011

5,682 6,614
195 6

(a) Includes unrealized gains and losses from economic activity. See Note 14 for additional information.
(b) A portion of the goodwill related to the 2010 LKE acquisition has been attributed to PPL’s supply segment.

4. Earnings Per Share

Stock options
Performance units
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5. Income Taxes

Reconciliations of income tax expense are:

(PPL)

Three Mouths Ended March 31,
2012 2011

Reconciliation of Income Tax Expense
federal income tax on Income ftom Continuing Operations Before Income Taxes

at statutory tax rate - 35% $ 281 $ 219

Increase (decrease) due to:
State income taxes, net of federal income tax benefit 24 25

State valuation allowance adjustments (a) 11

Impact of lower U.K. income tax rates (21) (8)

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

foreign tax reserve adjustments 3
Federal income tax credits (4) (5)

Amortization of investment tax credit (2) (3)

Depreciation not normalized (a) (2) (4)

State deferred tax rate change (c) (11)
Net operating loss canyforward adjustment (d) (6)
Other (5) (6)

Total increase (decrease) (22) 4

Total income taxes from continuing operations $ 259 S 223

(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 allowt 100% bonus depreciation for qualifying assets in the

same year bonus depreciation is allowed for federal tax purposes. Due to the decrease in projected taxable income related to bonus depreciation, PPL

recorded state deferred income tax expense during the three months ended March 31, 2011 related to valuation allowances,

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. The federal provision for 100% bonus depreciation generally applies to property placed m service before

January 1, 2012. The placed in service deadline is extended to January 1, 2013 for property that exceeds Si million, has a production period longer

than one year and has a tax life of at least ten years.. (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, 2012, PPL recorded an $11 million adjustment related to state deferred tax liabilities.
(d) During the three months ended March31, 2012, PPL recorded an adjustment to deferred taxes related to net operating loss carryforwards of LKE.

(FPL Energj Supply)

Three Months Ended March 31,
2012 2011

Reconciliation of Income Tax Expense
federal income tax on Income from Continuing Operations Before Income Taxes

at statutory tax rate - 35% $ 170 S 124

Increase (decrease) due to:
State income taxes, net of federal income tax benefit 23 17

State valuation allowance adjustments (a) 6

federal income tax credits (4) (5)

State deferred tax Tate change (b) (11)

Other

(1)

________________

Total increase (decrease) 7 18

Total income taxes from continuing operations $ 177 5 142

(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 decrease in projected taxable income related to bonus depreciation, PPL

Energy Supply recorded a $6 million state deferred income tax expense during the three months ended March 31, 2011 related to valuation allowances.

(b) During the three months ended March 31, 2012, PPL Energy Supply recorded an $11 million adjustment related to state deferred tax liabilities.
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(PPL Electric)

Three Months Ended March 31,
2012 2011

Reconciliation of Income Tax Expense
Federal income tax on Income Before Income Taxes at statutory tax rate - 35% $ 20 $ 28

Increase (decrease) due to:
State income taxes, net of federal income tax benefit 2 4
Federal and state tax reserve adjustments (1) (2)
Federal and state income tax retum adjustments (a) (2)
Depreciation not normalized (a) (1) (3)
Other (2)

Total increase (decrease) (5)
Total income taxes S 20 $ 23

(a) In February 2011, the Pennsylvania Department of Revenue issued interpretive gindance 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 qualifjing assets in the
same year bonus depreciation is allowed for federal tax purposes. The 100% Pennsylvania bonus depreciation deduction created a current stats income
tax benefit for the flow-through impact of Pennsylvania regulated state tax depreciation. The federal provision for 100% bonus depreciation generally
applies to property placed in service before January 1, 2012.

(LKE)

Three Months Ended March 31,
2012 2011

Reconciliation of Income Tax Expense
Federal income tax on Income Before Income Taxes at staflaoiy tax rate - 35% S 26 S 47

Increase (decrease) due to:
State income taxes, net of federal income tax benefit 2 5
Net operating loss carryforward adjustment (a) (6)
Other (1) (3)

Total increase (decrease) (5) 2
Total income taxes 5 21 5 49

(a) During the three months ended March 31, 2012, LIKE recorded a prior period adjustment to deferred taxes related to net operating loss canyforwards.
The impact of this adjustment was not material to any previously reported financial statements, and is not expected to be material to the fmancial
statements for the full year of 2012.

(LG&E)

Three Months Ended March 31,
2012 2011

Reconciliation of tncome Tax Expense
Federal income tax on Income Before Income Taxes at statutory tax rate - 35% $ 14 $ 21

Increase (decrease) due to:
State income taxes, net of federal income tax benefit 1 2
Amortization of investment tax credit (1) (1)
Other

______________ ______________

Total increase (decrease) 1
Total income taxes $ 15 $ 22

(KcQ

Three Months Ended March 31,
2012 2011

Reconciliation of Income Tax Expense
Federal income tax on Income Before Income Taxes at statutory tax rate - 35% $ 21 $ 31

Increase (decrease) due to:
State income taxes, net of federal income tax benefit 2 3
Other (1) (2)

Total increase (decrease) I I
Total income taxes $ 22 $ 32

Unrecognized Tax Benefits (PFL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

Changes to unrecognized tax benefits were as follows:

43



Three Months Ended March 31,
2012 2011

PPL
Beginning ofperiod S 145 S 251
Additions based on tax positions of prior years 4
Reductions based on tax positions of prior years (27)
Additions based on tax positions related to the current year 1
Reductions based on tax positions related to the current year (1)
Lapse of applicable statutes of limitations (2) (2)
Effects of foreign currency translation 3
End ofperiod $ 121 $ 251

PPL Enerav Supply
Beginning of period $ 28 $ 183
Additions based on tax positions of prior years 4
Reductions based on tax positions of prior years (1)
Derecognition (a) (155)
End ofperiod $ 31 $ 28

PPL Electric
Beginning of period $ 73 $ 62
Reductions based on tax positions of prior years (26)
Additions based on tax positions related to the current year 1
Reductions based on tax positions related to the current year (1)
Lapse of applicable statutes of limitations (2) (2)
End of period $ 46 $ 59

(a) Represents unrecognized tax benefits derecognized as a result of PPL Energy Supply’s distribution of its membersbip interest in PPL Global to PPL
Energy Supply’s parent, PPL Energy Funding.

LKE’s. LG&E’s and KU’s unrecognized tax benefits and changes in those unrecognized tax benefits were insignificant for the
three months ended March 31, 2012 and 2011.

At March 31, 2012, it was reasonably possible that during the next 12 months the total amount of unrecognized tax benefits
could increase or decrease by the following amounts. For LIKE, LG&E and KU, no significant changes in unrecognized tax
benefits are reasonably possible over the next 12 months.

Increase Decrease

PPL $ 17 $ 111
PPL Energy Supply 1 31
PPL Electric 23 39

These potential changes could result from subsequent recognition, derecognition and/or changes in the measurement of
uncertain tax positions related to the creditability of foreign taxes, the timing and utilization of foreign tax credits and the
related impact on alternative minimum tax and other credits, the timing and/or valuation of certain deductions, intercompany
transactions and unitary filing groups. The events that could cause these changes are direct settlements with taxing
authorities, litigation, legal or administrative guidance by relevant taxing authorities and the lapse of an applicable statute of
limitation.

At March 31, the total unrecognized tax benefits and related effects that, if recognized, would decrease the effective tax rate
were as follows. The amounts for LIKE, LG&E and KU were insignificant.

2012 2011

PPL $ 41 $ 181
PPL Energy Supply 14 12
PPL Electric 6 12

Other (PPL, PPL Energy Supply and FFL Electric)

PPL changed its method of accounting for repair expenditures for tax purposes effective for its 2008 tax year for the
Pennsylvania generation. transmission and distribution operations. The same change was made for the Montana generation
operations for 2009.

In August 2011, the IRS issued Rev. Procs. 2011-42 and 2011-43. Rev. Proc. 2011-42 provides guidance regarding the use
and evaluation of statistical samples and sampling estimates. Rev. Proc. 20 11-43 provides a safe harbor method of
determining whether the repair expenditures for electric transmission and distribution property can be currently deducted for
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tax purposes. If PPL adopts the safe harbor method of Rev. Proc. 2011-43, the amount of deductible versus capitalizable
expenditures will likely be different from PPL’s current method. PPL does not believe any resulting adjustment to
unrecognized tax benefits or income tax liabilities will have a significant impact on net income.

The IRS has not issued guidance to provide a safe harbor method for repair expenditures for generation property. The IRS
may assert and ultimately conclude that PPL’s deduction for generation-related expenditures should be disallowed in whole or
in part. PPL believes that it has established an adequate liability for this issue.

Tax Litigation (PPL)

In 1997, the U.K. imposed a Windfall Profits Tax (WPT) on privatized utilities, including WPD. PPL filed its tax returns for
years subsequent to its 1997 and 1998 claim for refund on the basis that the U.K. WPT was creditable. In September 2010,
the U.S. Tax Court (Tax Court) ruled in PPL’s favor in a dispute with the IRS, concluding that the U.K. WPT is a creditable
tax for U.S. tax purposes. As a result, and with finalization of other issues, PPL recorded a $42 million tax benefit in 2010.
In January 2011, the IRS appealed the Tax Court’s decision to the U.S. Court of Appeals for the Third Circuit (Third Circuit).
In December 2011, the Third Circuit issued its opinion reversing the Tax Court’s decision, holding that the U.K. WPT is not a
creditable tax. As a result of the Third Circuit’s adverse determination. PPL recorded a $39 million expense in the fourth
quarter of 2011. In February 2012, PPL filed a petition for rehearing of the Third Circuit opinion. In March 2012, the Third
Circuit denied PPL’s petition. PPL is considering whether to file a petition for a writ of certiorari with the U.S. Supreme
Court.

6. Utility Rate Regulation

(PPL, PPL Electric, LKE, LG&E and KU)

The following table provides information about the regulatory assets and liabilities of cost-based rate regulated utility
operations.

PPL PPL Electric
March 31, December 31, March 31, December 31,

2012 2011 2012 2011

Current Regulatory Assets:
Gas supply clause $ 7 S 6
Fuel adjustment clause 8 3

Total current regulatory aaaets $ 15 $ 9

Noncurrent Regulatory Assets:
Defmed benefit ptans $ 605 $ 615 $ 273 $ 276
Taxes recoverable through future rates 293 289 293 289

Storm costa 149 154 30 31

Unamortized loss on debt 106 110 74 77

Interest rate swaps 62 69
Accumulated cost of removal of utility plant 59 53 59 53
Coal contracts (a) 9 11
AROs 21 18
Other 30 30 2 3

Total noncurrent regulatory assets $ 1,334 $ 1.349 S 731 $ 729

Current Regulatory Liabilities:
Generation supply charge $ 35 $ 42 $ 35 S 42

ECR 9 7
Gas supply clause 6 6
Transmission service charge 5 2 5 2

Transmission formula rate 7 7
Other 12 16 6 9

Total current regulatory liabilities $ 74 $ 73 $ 53 $ 53

Noncurrent Regulatory Liabilities:
Accumulated cost of removal of utility plant $ 658 $ 651
Coal contracts (a) 170 180
Power purchase agreement - OVEC (a) 114 116
Net deferred tax assets 38 39
Act 129 compliance rider 12 7 $ 12 $ 7

Defmed benefit plans 9 9
Other

8 8

__________ __________

Total noncurrent regulatory liabilities $ 1,009 $ 1.010 $ 12 $ 7
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IKE LG&E KU
March 31, December 31, March 31, December 31, March 31, December 31,

2012 2011 2012 2011 2012 2011

Current Regulatory Assets:
Gas supply clause $ 7 S 6 $ 7 $ 6
fuel adjustment clause $ 3 7 3 S

Total current regulatory assets $ 15 $ 9 $ 14 $ 9 $ 1

Noncurrent Regulatory Assets:
Defmedbenefitplans $ 332 S 339 $ 220 $ 225 $ 112 $ 114
Storm costs 119 123 64 66 55 57
Unamortized loss on debt 32 33 20 21 12 12
Interest rate swaps 62 69 62 69
Coal contracts (a) 9 11 4 5 5 6
AROs 21 1$ 12 11 9 7
Other 28 27 7 6 21 21

Total noncurrent regulatory assets $ 603 $ 620 $ 389 $ 403 $ 214 $ 217

Current Regulatory Liabilities:
ICR $ 9$ 7 $ 9$ 7
Gas supply clause 6 6 $ 6 $ 6
Other 6 7 4 4 2 3

Total current regulatory liabilities $ 21 $ 20 $ 10 $ 10 $ 11 $ 10

Noncurrent Regulatory Liabilities:
Accumulated cost of removal
of utility plant $ 65$ $ 651 $ 287 $ 286 $ 371 $ 365

Coal contracts (a) 170 180 73 78 97 102
Power purchase agreement - OVEC (a) 114 116 79 $0 35 36
Net deferred tax assets 3$ 39 31 31 7 8
Defined benefit plans 9 9 9 9
Other $ 8 3 3 5 5

Total noncurrent regulatory liabilities $ 997 $ 1,003 $ 473 $ 47$ $ 524 S 525

(a) These regulatory assets and liabilities were recorded as offsets to certain intangible assets and liabilities that were recorded at fair value upon the
acquisition of LKE.

Regulatory Matters

Kentucky Activities (PPL, LKE, LG&E and KU)

CPCN Filing

In September 2011, LG&E and KU filed a CPCN with the KPSC requesting approval to build a 640 MW NGCC at the
existing Cane Run plant site. LG&E will own a 22% undivided interest, and KU will own a 78% undivided interest in the
new NGCC. In addition, LG&E and KU also requested approval to purchase the Bluegrass CTs which are expected to
provide up to 495 MW of peak generation supply. LG&E will own a 69% undivided interest, and KU will own a 31%
undivided interest in the purchased assets. In November 2011, LG&E and KU filed an application with the FERC requesting
approval to purchase the Bluegrass CTs. In conjunction with these developments, in 2015, LG&E and KU anticipate retiring
three coal-fired generating units at LG&E’s Cane Run plant and also one coal-fired generating unit at KU’s Tyrone plant and
two at KU’s Green River plant. These generating units represent 797 MW of combined summer capacity’.

LG&E and KU anticipate that the NGCC construction and the acquisition of the Bluegrass CTs could require up to $800 million
(comprised of up to $300 million for LG&E and up to $500 million for KU) in capital costs including related transmission
projects. See Note 8 for additional information. Formal requests for recovery of the costs associated with the NGCC
construction and the acquisition of the Bluegrass CTs were not included in the CPCN filing with the KPSC but are expected to
be included in futui’e rate proceedings. In May 2012, the KPSC issued an order approving the request to build the NGCC and
purchase the Bluegrass CTs. Also, on May 4, 2012, the FERC issued an ot’der conditionally authorizing the acquisition of the
Bluegrass CTs. subject to implementation of satisfactory mitigation measures to address market-power concerns. FERC
approval of the proposed mitigation measures is required. LG&E and KU are reviewing the order’s conditions and their impact
on the closing conditions under the Bluegrass CTs purchase contract, as well as other regulatory, operational and economic
aspects of the transaction. PPL, LKE, LG&E and KU cannot currently predict the ultimate outcome of this matter.

Kentucky Acquisition Commitments

In connection with the September 2010 approval of PPL’s acquisition of LKE, LG&E and KU agreed to implement the
Acquisition Savings Sharing Deferral (ASSD) methodology whereby LG&E’s and KU’s adjusted jurisdictional revenues,

46



expenses, and net operating income are calculated each year. If LG&E’s or KU’s actual earned rate of return on common
equity exceeds 10.75%, half of the excess amount will be deferred as a regulatory liability and ultimately returned to
customers. The first ASSD filing with the KPSC was made on March 30, 2012 based on the 2011 calendar year. Based upon
the actual earned rate of return on common equity for 2011 and the current estimates of the outcome of an ASSD filing in
20 12, LG&E and KU have not recognized any impact of the ASSD in the financial statements. The ASSD methodology for
each of LG&E’s and KUs utility operations will terminate on the earlier of the end of 2015 or the first day of the calendar
year during which new base rates go into effect.

Pennsylvania Activities (PPL and PPL Electric)

PUC Investigation of Retail Market

In April 2011, the PUC opened an investigation of Pennsylvania’s retail electricity market to be conducted in two phases.
Phase one addressed the status of the existing retail market and explored potential changes. Questions issued by the PUC for
this phase of the investigation focused primarily on default service issues. Phase two was initiated in July 2011 to develop
specific proposals for changes to the retail market and default service model. In December 2011, the PUC issued a final
order providing guidance to EDCs on the design of their next default service procurement plan filings. In December 2011,
the PUC also issued a tentative order proposing an intermediate work plan to address issues raised in the investigation. In
March 2012. the PUC entered a fmal order on the intermediate work plan. In March 2012, the PUC Staff issued three
possible models for the default service “end state” and the PUC held a hearing regarding those three models. PPL Electric
cannot predict the outcome of the investigation.

Legislation - Regulatory Procedures and Mechanisms

In June 2011, the Pennsylvania House Consumer Affairs Committee approved legislation authorizing the PUC to approve
regulatory procedures and mechanisms to provide more timely recovery of a utility’s costs. In the first quarter of 2012, the
Governor signed an amended version of the legislation (Act 11 of 2012), which became effective April 14, 2012. The
legislation authorizes the PUC to approve two specific ratemaking mechanisms -- a fully projected future test year and,
subject to certain conditions, a distribution system improvements charge. Such alternative ratemaking procedures and
mechanisms are important to PPL Electric as it begins a period of significant increasing capital investment to maintain and
enhance the reliability of its delivery system, including the replacement of aging distribution assets. The PUC staff has
initiated a process to develop filing guidelines and a model tariff for the distribution system improvements charge. No
petition requesting permission to establish a distribution system improvements charge may be filed with the PUC before
January 1,2013.

Federal Mailers (PPL and PPL Electric)

FERC Formula Rates

Transmission rates are regulated by the FERC. PPL Electric’s transmission revenues are billed in accordance with a FERC
approved PJM open access transmission tariff that utilizes a formula-based rate recovery mechanism.

In May 2010, PPL Electric initiated its formula rate 2010 Annual Update. In November 2010, a group of municipal
customers taking transmission service in PPL Electric’s transmission zone filed a preliminary challenge to the update and, in
December 2010, filed a formal challenge. In August 2011, the FERC issued an order substantially rejecting the formal
challenge and accepting PPL Electric’s 2010 Annual Update. The group of municipal customers filed a request for rehearing
of that order.

In June 2011. PPL Electric initiated its formula rate 2011 Annual Update. In October 2011, the group of municipal
customers filed a preliminary challenge to the update and, in December 2011, filed a formal challenge. PPL Electric filed a
response to that formal challenge. PPL Electric cannot predict the outcome of these two proceedings, which remain pending
before the FERC.

In March 2012, PPL Electric filed a request with the FERC seeking recovery, over a 34-year period beginning in June 2012,
of its unrecovered regulatoiy asset related to the deferred state tax liability that existed at the time of the transition from the
flow-through treatment of state income taxes to full normalization. This change in tax treatment occurred in 2008 as a result
of prior FERC initiatives that transferred regulatoiy jurisdiction of certain transmission assets from the PUC to FERC. A
regulatoiy asset of $51 million related to this transition, classified as taxes recoverable through future rates, is included in
“Other Noncurrent Assets - Regulatory assets” on the Balance Sheets at March 31, 2012 and December31, 2011. PPL
Electric believes recoverability of this regulatory asset is probable based on FERC precedent in similar cases; however, it is
reasonably possible that the FERC may limit the recovery of all or part of the claimed asset.
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U.K. Activities (FPL)

Olgem Review of Line Loss Calculation

WPD has a $173 million liability recorded at March 31, 2012 compared with $170 million at December 31, 2011, calculated
in accordance with Ofgems accepted methodology, related to the close-out of line losses for the prior price control period,
DPCR4. Ofgem is currently consulting on the methodology used to calculate the fmal line loss incentive/penalty for the
DPCR4. Tn October 2011, Ofgem issued a consultation paper citing two potential changes to the methodology, both of which
would result in a reduction of the liability. In March 2012, Ofgem issued a decision regarding the preferred methodology and
in April 2012, WPD submitted further data as requested by Ofgem. PPL cannot predict the outcome of this matter, but
expects resolution to occur before the end of 2012.

7. Financing Activities

Credit Arrangements and Short-term Debt

(PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

The Registrants 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, 2012 December 31, 2011
Letters of Letters of

Credit Credit
Issued Issued

and and
Commercial Commercial

Expiration Borrowed Paper Unused Borrowed Paper
Date Capacity (a) Backstop Capacity (a) Backstop

PPL
WPD Credit Facilities

PPL WW Syndicated
Credit Facility (b) Jan. 2013 £ 150 £ 110 ala £ 40 £ 111 n/a

WPD (South West)
Syndicated Credit Facility (c) Jan. 2017 245 n/a 245 n/a

WPD (East Midlands)
Syndicated Credit Facility Apr. 2016 300 £ 70 230 £ 70

WPD (\Vest Midlands)
Syndicated Credit Facility Apr. 2016 300 71 229 71

Unconsinitted Credit facilities 73

____________

3 70

____________

3
Total WPD Credit Facilities (d) £ 1,068 £ 110 £ 144 £ 814 £ 111 £ 144

PPL Energy Supply Ce)
Syndicated Credit Facility Oct. 2016 $ 3,000 $ 634 $ 2,366 $ 541
Letter of Credit Facility Mar. 2013 200 n/a 144 56 n/a 89

Total PPL Energy Supply
Credit facilities $ 3,200 $ 778 $ 2,422

____________

$ 630

PPL Electric tel
Syndicated Credit Facility (f) Oct. 2016 $ 200 $ I $ 199 $ 1
Asset-backed Credit Facility (g) July 2012 150

____________

n/a 150

____________

n/a
Total PPL Electric Credit Facilities $ 350 $ 1 $ 349 $

LG&E Ce) (h)
Syndicated Credit facility Oct. 2016 $ 400 S 400

K1J (el (h)
Syndicated Credit Facility Oct. 2016 $ 400 $ 400
Letter of Credit Facility Apr. 2014 198 n/a $ 198

____________

n/a $ 198
Total KU Credit Facilities $ 598 $ 198 $ 400

____________

$ 198

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

(b) The borrowing outstanding at March 31, 2012 was a USD-denominated borrowing of$174 million, which equated to £110 million at the time of
borrowing and bore interest at approximately 1.458%.

(c) In January 2012, WPD (South West) entered into a new £245 million 5-year syndicated credit facility to replace its existing £210 million 3-year
syndicated credit facility that was set to expire in July 2012. Under the facility, WPD (South West) has the ability to make cash borrowings but cannot
request the lenders to issue letters of credit. WPD (South West) pays customary commitment fees under this facility and borrowings bear interest at
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LmOR-based rates plus a margin. The credit facility contains fmancial covenants that require WPD (South West) to maintain an interest coverage
ratio of not less than 3.0 times consolidated earnings before income taxes, depreciation and amortization and total net debt not in excess of 85% of its
RAV, in each case calculated in accordance with the credit facility.

(d) At March 31, 2012, the unused capacity of the WPD credit facilities was approximately $1.3 billion.

(e) All credit facilities at PPL Energy Supply, PPL Electric, LG&E and KU also apply to PPL on a consolidated basis for financial reporting purposes,

(f) In April 2012, PPL Electric increased the capacity of its syndicated credit facility to $300 million.

(g) 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 subsidiaiy on an ongoing basis. The subsidiary has pledged these
assets to secure loans from a commercial paper conduit sponsored by a fmancial institution.

At March31, 2012 and December 31, 2011, $260 million and $251 million of accounts receivable and $75 million and $98 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, 2012, the amount available for borrowing under the
facility was limited to $82 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 fmancial reporting purposes, the subsidiary’s financial results are
consolidated in PPL Electric’s fmancial statements. PPL Electric performs certain record-keeping and cash collection functions with respect to the
assets in return for a sen’icing fee from the subsidiaiy.

(h) All credit facilities at LG&E and KU also apply to LKE on a consolidated basis for financial reporting purposes.

(FPL 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, 2012, PPL Energy Supply has 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 theft 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, 2012.

In April 2012, PPL Energy Supply increased the capacity of its commercial paper program from $500 million to $750 million
to provide an additional fmancing source to fund its short-term liquidity needs, if and when necessary. Commercial paper
issuances are supported by PPL Energy Supply’s Syndicated Credit Facility. At March 31, 2012. PPL Energy Supply had
$500 million of commercial paper outstanding, included in “Short-tenn debt” on the Balance Sheet, at a weighted-average
interest rate of approximately 0.4 7%.

(PPL and PFL Electric)

PPL Electric maintains a commercial paper program for up to $200 million to provide an additional fmancing source to fund
its short-term liquidity needs, if and when necessar . Commercial paper issuances are supported by PPL Electric’s
Syndicated Credit facility. PPL Electric had no commercial paper outstanding at March 31, 2012.

(PPL, LKE, LG&E and KU)

In February 2012, LG&E and KU each established a commercial paper program for up to $250 million to provide an
additional fmancing source to fund their short-term liquidity needs. Commercial paper issuances will be supported by LG&E
and KU’s Syndicated Credit Facilities. LG&E and KU had no commercial paper outstanding at March 31, 2012.

(PPL Energy Supply, LKE, LG&E and KU)

See Note 11 for discussion of intercompany borrowings.
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Long-term Debt and Equity Securities

(PPL)

In April 2012, PPL made a registered underwritten public offering of 9.9 million shares of its common stock. In conjunction
with that offering, the underwriters exercised an option to purchase an additional 590,880 shares of PPL common stock solely
to cover over-allotments.

In connection with the registered public offering, PPL entered into forward sale agreements with two counterparties covering
the 9.9 million shares of PPL’s common stock. Settlement of these initial forward sale agreements will occur no later than
April 2013. As a result of the underwriters’ exercise of the overallotment option, PPL entered into additional forward sale
agreements covering the additional 590,880 shares of common stock. Settlement of the subsequent forward sale agreements
will occur in July 2013. Upon any physical settlement of any forward sale agreement, PPL will issue and deliver to the
forward counterparties shares of its common stock in exchange for cash proceeds per share equal to the forward sale price.
The forward sale price will be calculated based on an initial forward price of $27.02 per share reduced during the period the
contracts are outstanding as specified in the forward sale agreements. PPL may, in certain circumstances, elect cash
settlement or net share settlement for all or a portion of its rights or obligations under the forward sale agreements.

PPL will not receive any proceeds or issue any shares of common stock until settlement of the forward sale agreements. PPL
intends to use any net proceeds that it receives upon settlement to repay short-term debt obligations and for other general
corporate purposes.

The forward sale agreements will be classified as equity transactions. As a result, no amounts will be recorded in the
consolidated fmancial statements until the settlement of the forward sale agreements. Prior to those settlements, the only
impact to the financial statements will be the inclusion of incremental shares within the calculation of diluted EPS using the
treasury stock method.

Also in April 2012, WPD (East Midlands) issued £100 million aggregate principal amount of 5.25% Senior Notes due 2023.
WPD (East Midlands) received proceeds of approximately £111 million, which equated to $178 million at the time of
issuance, net of underwriting fees. The net proceeds will be used for general corporate purposes.

(PPL and PPL Energy Supply)

In April 2012, an indirect, wholly owned subsidiary of PPL Energy Supply completed the Ironwood Acquisition. See Note 8
for inlormation on the transaction and the debt of PPL ironwood, LLC assumed through consolidation as part of the
acquisition.

(PPL and PPL Electric)

In April 2012, PPL Electric gave notice that it had elected to redeem all 2.5 million shares of its 6.25% Series Preference
Stock, par value $100 per share, on June 18, 2012. The price to be paid for the redemption is the par value, without premium
($250 million in the aggregate). The Preference Stock is reflected on PPL’s Balance Sheets in”Noncontrolling Interests” and
in “Preferred Securities” on PPL Electric’s Balance Sheets at March 31, 2012 and December 31, 2011.

(PPL and LKE)

In April 2012, LKE filed a Form S-4 Registration Statement with the SEC, as required by a registration rights agreement
entered into in connection with the issuance of senior notes in September 2011 in a transaction not registered under the
Securities Act of 1933. The Form S-4 relates to an offer to exchange the senior notes issued in September 2011, with similar
but registered securities. See Note 7 in PPL’s and LKE’s 2011 Form 10-K for additional information.

Legal Separateness

(PPL, PPL Energy Supply, PPL Electric and LKE,)

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, nor are its
subsidiaries liable for the debts of one another. Accordingly, creditors of PPL’s subsidiaries may not satisfy their debts from
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the assets of PPL or its other subsidiaries absent a specific contractual undertaking by PPL or its other subsidiaries to pay the
creditors or as required by applicable law or regulation.

Similarly, the subsidiaries of PPL Energy Supply, PPL Electric and LKE are each separate legal entities. These subsidiaries
are not liable for the debts of PPL Energy Supply, PPL Electric and LKE. Accordingly, creditors of PPL Energy Supply,
PPL Electric and LKE may not satisfy their debts from the assets of theft subsidiaries absent a specific contractual
undertaking by a subsidiary to pay the creditors or as required by applicable law or regulation. Similarly, absent a specific
contractual undertaking or as required by applicable law or regulation, PPL Energy Supply, PPL Electric and LKE are not
liable for the debts of their subsidiaries, nor are their subsidiaries liable for the debts of one another. Accordingly, creditors
of these subsidiaries may not satisfy theft debts from the assets of PPL Energy Supply, PPL Electric and LKE (or their other
subsidiaries) absent a specific contractual undertaking by that parent or other subsidiary to pay such creditors or as required
by applicable law or regulation.

Distributions and Capital Contributions

(PPL)

In February 2012, PPL declared its quarterly common stock dividend, payable April 2,2012, at 36.0 cents per share
(equivalent to $1.44 per annum). future dividends, declared at the discretion of the Board of Directors, will be dependent
upon future earnings, cash flows, fmancial and legal requirements and other factors.

(PPL Energy Sttpply, PPL Electric, LKE, LG&E and KU)

During the three months ended March 31, 2012, the following distributions occurred:

PPL Energy
Supply PPL Electric LKE LG&E KU

Dividends/distributions paid to parent/member $ 557 $ 35 $ 25 $ 15 $ 24

(PPL, LKE, LG&E and KU)

In february 2012. LG&E and KU filed an application with the FERC seeking authorization to pay dividends in the future
based on earnings reinvested balances, which would be calculated ignoring the impact of the accounting for the acquisition
by PPL. If approved, as of March 31, 2012, this would increase the balance available for dividends from LG&E by $809
million and KU by $1.4 billion. LG&E and KU do not anticipate changing their dividend practices as a result of the filing.

8. Acquisitions, Development and Divestitures

(PFL, PFL Energy Supply, PPL Electric, LKE, LG&E and KU)

The Registrants periodically evaluate opportunities for potential acquisitions, divestitures and development projects.
Development projects are periodically 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. Any resulting
transactions tnay impact future financial results.

Acquisitions

Ironwood Acquisition (PPL and FPL Energy Supply)

In April 2012, an indirect, wholly owned subsidiary of PPL Energy Supply completed the acquisition from a subsidiary of
The AES Corporation of all of the equity interests of AES Ironwood, L.L.C. (subsequently renamed PPL fronwood, LLC)
and AES Prescott, L.L.C. (subsequently renamed PPL Prescott, LLC), which own and operate, respectively, the Ironwood
Facility. The Ironwood facility began operation in 2001 and, since 2008, PPL EnergyPlus has supplied natural gas for the
operation of the Ironwood Facility and received the facility’s full electricity output and capacity value pursuant to a tolling
agreement that expires in 2021. The acquisition provides PPL Energy Supply, through its subsidiaries, operational control of
additional combined-cycle gas generation in PJN.

At the date of acquisition, total future minimum lease payments lobe made by PPL EnergyPlus to PPL Ironwood, LLC under
the tolling agreement were $270 million. These payments will continue to be made by PPL EnergyPlus to PPL Ironwood,
LLC following the acquisition. The tolling agreement obligation of PPL Ironwood, LLC will be recognized as a liability at
fair value on the acquisition date. This liability of PPL Ironwood, LLC, and the existing assets recoized by PPL
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EnergyPlus (which represent PPL EnergyPlus’ rights to and the related accounting for the tolling agreement), will eliminate
in consolidation because PPL Ironwood, LLC is now a subsidiary of PPL Energy Supply as a result of the acquisition. Any
difference between these assets and the liability recorded will result in a gain or loss on the acquisition date. PPL Energy
Supply cannot estimate the amount of this gain or loss at this time. See Note 11 in PPL’s and PPL Energy Supply’s 2011
form 10-K for additional information on the tolling agreement.

The consideration paid for this acquisition, subject to working capital, net indebtedness and fair value adjustments, was as
follows.

Aggregate enterprise consideration $ 302
Less: estimated long-term debt outstanding assumed through consolidation (net of restricted cash reserves) 217
Cash consideration paid for equity interests (including estimated working capital adjustments) $ 85

The estimated long-term debt outstanding assumed through consolidation consisted of $226 million of 8.857% senior secured
bonds due 2025, plus $8 million of debt service reserve loans, net of $17 million of restricted cash reserves.

PPL Energy Supply has not completed its analysis of the allocation of the fair value of the acquired assets and liabilities
assumed due to the timing of the closing of the transaction. PPL Energy Supply cannot estimate at this time the amount of
goodwill, if any, that will result from this acquisition.

Acquisition of WPD Midlands (PPL)

See Notes 1 and 10 in PPL’s 2011 form 10-K for information on PPL’s April 1, 2011 acquisition of WPD Midlands.

Separation Benefits - U.K. Regttlated Segment

In connection with the 2011 acquisition, PPL completed a reorganization designed to transition WPD Midlands from a
functional structure to a regional structure requiring a smaller combined support structure, reducing duplication and
implementing more efficient procedures. More than 700 employees of WPD Midlands will have received separation benefits
as a result of the reorganization by the end of 2012.

Separation benefits totaling $104 million, pre-tax, were associated with the reorganization, of which $93 million were
recorded in the second half of 2011. Additional severance compensation was recorded during the three months ended
March 31, 2012, as shown in the table below. The separation benefits are included in “Other operation and maintenance” on
the Statement of Income.

The canying amount of accrued severance was as follows.

Accrued severance at December 31, 201 S 21
Severance compensation 6
Severance paid (8)
Accrued severance at March 31, 2012 $ 19

Pro forina Information

The pro fonna operating revenues and net income attributable to PPL for the three months ended March 31, which includes
WPD Midlands as if the acquisition had occurred January 1, 2010, are as follows.

2011
Operating Revenues - PPL. consolidated pro fonna $ 3,215
Net income Attributable to PPL - PPL consolidated pro forma 526

The pro fonria fmancial information presented above has been derived from the historical consolidated fmancial statements
of PPL and from the historical combined financial statements of WPD Midlands. Income (loss) from discontinued operations
(net of income taxes), which was not significant, was excluded from the pro forma amounts above.

The pro fonna adjustments include adjustments to depreciation, net periodic pension costs, interest expense, nonrecurring
adjustments and the related income tax effects. Nonrecurring adjustments for the three months ended March 31 include the
following pre-tax credits (expenses).
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Income Statement
Line Item 2011

2011 Bridge Faciiity costs Interest Expense S (7)
Net hedge losses Other Income (Expense) - net (7)
Other acquisition-related costs (a) Other Income (Expense) - net (11)

(a) Primarily includes advisoiy, accounting and legal fees.

Pending Bluegrass CTs Acquisition (PPL, LKE, LG&E and KU)

In September 2011, LG&E and KU entered into an Asset Purchase Agreement with Bluegrass Generation for the
purchase of the Bluegrass CTs, aggregating approximately 495 MW, plus limited associated contractual arrangements
required for operation of the units, for a purchase price of $110 million. Pursuant to the Asset Purchase Agreement,
LG&E and KU will jointly acquire the Bluegrass CTs as tenants in common, with LG&E as owner of a 69% undivided
interest, and KU as owner of a 31% undivided interest, in the purchased assets. In May 2012, the KPSC issued an
order approving the purchase of the Bluegrass CTs. Also, on May 4, 2012, the FERC issued an order conditionally
authorizing the acquisition of the Bluegrass CTs, subject to implementation of satisfactory mitigation measures to
address market-power concerns. FERC approval of the proposed mitigation measures is required. LG&E and KU are
reviewing the order’s conditions and their impact on the closing conditions under the Bluegrass CTs purchase contract,
as well as other regulatory, operational and economic aspects of the transaction. Either party can terminate the Asset
Purchase Agreement should the purchase transaction fail to occur by June 30, 2012. PPL, LKE, LG&E and KU cannot
currently predict the ultimate outcome of this matter.

Development

NGCC Construction (PPL, LKE, LG&E and KU)

In September 2011, LG&E and KU requested KPSC approval to build a 640 MW NGCC at the existing Cane Run plant site
in Kentucky. lii May 2012, the KPSC issued an order approving the request to build the NGCC. Subject to entering into
contracting agreements, completing remaining permitting activities and building schedules, construction is expected to begin
in 2012 and be completed during 2015. The project, which includes building a natural gas supply pipeline, has an expected
cost of approximately $580 million.

In conjunction with this request and to meet new, stricter federal EPA regulations, LG&E and KU anticipate retiring six older
coal-fired electric generating units at the Cane Run, Green River and Tyrone plants, which have a combined summer rating of
797 IvIW. The Cane Run and Green River coal units are anticipated to remain operational until the replacement generation
and associated transmission projects are completed. See Note 6 for additional information.

Bell Bend COLA (PPL and FPL Energy Supply)

The NRC continues to review the COLA submitted by a PPL Energy Supply subsidiary, PPL Bell Bend, LLC (PPL Bell Bend)
for the proposed Bell Bend nuclear generating unit (Bell Bend) to be built adjacent to the Susquehanna plant. PPL Bell Bend
has made no decision to proceed with construction of Bell Bend and expects that such decision will not be made for several
years given the anticipated lengthy NRC license approval process. Additionally, PPL Bell Bend has announced that it does not
expect to proceed with construction absent favorable economics, a joint arrangement with other interested parties and a federal
loan guarantee or other acceptable fmancing. PPL Bell Bend is currently authorized to spend up to $162 million through 2012
on the COLA and other permitting costs (including land costs) necessary for construction. At March 31, 2012 and
December 31, 2011, $137 million and $131 million of costs associated with the licensing application were capitalized and are
included on the Balance Sheets in noncurrent “Other intangibles.” PPL Bell Bend believes it is probable that these costs are
ultinatelv 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. PPL Bell Bend remains active in the DOE federal
loan guarantee application process. See Note $ in PPL’s and PPL Energy Supply’s 2011 Form JO-K for additional information.

Susquehanna-Roseland Transmission Line (?PL and PPL Electric)

PPL Electric has experienced delays in obtaining necessary National Park Service (NPS) approvals for the Susquehanna
Roseland transmission line and anticipates a delay of the line’s in-service date to 2015. In March 2012, the NPS announced
that the route proposed by PPL Electric and PSE&G, previously approved by the Pennsylvania and New Jersey public utility
commissions, is the preferred route for the line under the NPS’s National Environmental Policy Act review. The NPS has
stated that it expects to issue its record of decision in October 2012. An appeal of the New Jersey Board of Public Utilities
approval of the line is pending before the New Jersey Superior Court Appellate Division. PPL Electric cannot predict the
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ultimate outcome or timing of the NPS approval or any further legal challenges to the project. PJM 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 flirther delay to its scheduled in-service date for the new line. See Note $ in PPLs and PPL
Electric’s 2011 Form 10-K for additional information.

9. Defined Benefits

(PFL, PPL Energy Supply and PFL Electric)

Prior to January 1,2012, the majority of PPL’s Montana and Pennsylvania employees were eligible for pension benefits under
PPL Montana’s cash balance pension plan or PPL’s qualified and non-qualified non-contributory defined benefit pension
plans with benefits based on length of service and final average pay. as defmed by the plans. Effective January 1,2012, these
plans were closed to newly hired salaried employees. Newly hired bargaining unit employees will continue to be eligible
under these plans based on their collective bargaining agreements. Salaried employees hired on or after January 1, 2012 will
be eligible to participate in the new PPL Retirement Savings Plan, a 40 1(k) savings plan with enhanced employer matching.
The changes to the plans are not expected to have a significant near-term cost impact.

(PPL, PPL Energy Supply, LKE and LG&E)

Following are the net periodic defined benefit costs (credits) of the plans sponsored by PPL, PPL Energy Supply, LKE and
LG&E for the three months ended March 31.

PPL
Service cost
Interest cost
Expected return on plan assets
Amortization of:

Transition obligation
Prior service cost
Actuarial (gain) loss

Net periodic defmed benefit costs (credits)

PPL Ener!y Supply
Service cost
Interest cost
Expected return on plan assets
Amortization of:

Actuarial (gain) loss
Net periodic defined benefit costs (credits)

LKE
Service cost
Interest cost
Expected return on plan assets
Amortization of:

Prior service cost
Actuarial (gain) loss

Net periodic defined benefit costs (credits)

LG&E
Interest cost
Expected return on plan assets
Amortization of:

Prior service cost
Actuarial (gain) loss

Net periodic defmed benefit costs (credits)

S 26 $ 24 $
56 55

(66) (62)

$ 15
2

(2)

$ 2$ I

$ 6$ 6
17 17

(1$) (16)

1 1
5 5

$ 11 $ 13

$ 4$ 4
(5) (4)

3 3
$ 3$ 3

Other Postretirement
Benefits

2012 2011

3$ 3
8 8

(6) (6)

1$ I
2 3

(1) (1)

$ 3$ 4

(PPL Energy Supply, PPL Electric, LG&E and KU)

In addition to the specific plans they sponsor, PPL Enetgy Supply and its subsidiaries are also allocated costs of defined
benefit plans sponsored by PPL Services and LG&E is allocated costs of defined benefit plans sponsored by LKE based on
their participation in those plans, which management believes are reasonable. PPL Electric and KU do not directly sponsor
any defined benefit plans. PPL Electric is allocated costs of defined benefit plans sponsored by PPL Services and KU is
allocated costs of defined benefit plans sponsored by LKE based on their participation in those plans, which management
believes are reasonable. PPL Services allocated the following net periodic benefit costs to PPL Energy Supply and PPL

Pension Benefits
U.S. U.K.

2012 2011 2012 2011

6
10

S 32

$13
84

(111)

20
$ 7

$ 5
39

(52)

14
$ 7

6
6

$ 29

2
(2)

1 2
$ 7$ 7

$
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Electric and LKE allocated the following net periodic benefit costs to LG&E and KU, including amounts applied to accounts
that are further distributed between capital and expense for the three months ended March 31.

2012 2011

PPL Energy Supply $ 10 $ 7
PPL Electric 8 6
LG&E 3 4
KU 4 6

Expected Cash Flows - U.K. Pension Plans

(PPL)

During the three months ended March 31, 2012, WPD adjusted its expected pension contributions for 2012 to $307 million
from $161 million as disclosed in PPLs 2011 Form 10-K. As of April 30, 2012, contributions of $186 million have been
made. The increased contributions are being made to prepay future contribution requirements to fund pension plan deficits.

10. Commitments and Contingencies

Energy Purchase Commitments

(PPL and PPL Energy Supply,)

In 2008, PPL EnergyPlus acquired the rights to an existing long-term tolling agreement associated with the output of the
Ironwood Facility. Under the agreement. PPL EnergyPlus has control over the plant’s dispatch into the electricity grid and
supplies the natural gas necessary to operate the plant. The tolling agreement extends through 2021. In April 2012 an
indirect, wholly owned subsidiary of PPL Energy Supply acquired the owner of the Ironwood Facility. See Note $ for
information on the Ironwood Acquisition.

(PPL and PPL Electric,)

In 2009, the PUC approved PPL Electric’s procurement plan for the period January 2011 through May 2013. To date, PPL
Electric has conducted 11 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. In May 2012, PPL Electric filed a plan with the PUC to purchase its electric supply for default customers for the period
June 2013 through May 2015. The plan proposes to buy this electricity twice a year, beginning in April 2013.

(PPL Energy Supply and PPL Electric)

See Note 11 for information on the power supply agreements between PPL EnergyPlus and PPL Electric.

Legal Matters

(PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

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.

TC2 Construction (PPL, LKE, LG&E and KU)

In June 2006, LG&E and KU, as well as the Indiana Municipal Power Agency and Illinois Municipal Electric Agency
(collectively, TC2 Owners), entered into a construction contract regarding the TC2 project. The contract is generally in the
form of a turnkey agreement for the design, engineering, procuretnent, 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. the TC2 Oners 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, the TC2 Owners 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
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commercial operations date and/or relief from liquidated damage calculations. With limited exceptions, the TC2 Owners
took care, custody and control of TC2 in January 2011. Pursuant to certain amendments to the construction agreement, the
contractor will complete modifications to the combustion system prior to certain dates to allow operation of TC2 on all
specified fuels categories. The provisions of the construction agreement relating to liquidated damages were also amended.
In September 2011, the TC2 Owners and the construction contractor entered into a further amendment to the construction
agreement settling, among other matters, certain historical change order, labor rate and prior liquidated damages amounts.
The remaining issues are still under discussion with the contractor. PPL, LKE, LG&E and KU cannot currently predict the
outcome of this matter or the potential impact on the capital costs of this project.

(PPL and PPL Energy Supply)

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 certain 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 $6 million for 2007
compensation. Those unpaid amounts accrued interest at 10% per year. The Montana District Court also deferred
determination of compensation for 200$ 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 ofjudgment and a stay of the Land Board’s authority
to assess compensation for 200$ and future periods. In March 2010, the Montana Supreme Court substantially affirmed the
200$ Montana District Court decision.

hi August 2010, PPL Montana filed a petition for a writ of certiorari with the U.S. Supreme Court requesting review of this matter.
In June 2011, the U.S. Supreme Court granted PPL Montana’s petition, and in February 2012 the U.S. Supreme Court issued a
decision overturning the Montana Supreme Court decision and remanded the case to the Montana Supreme Court for further
proceedings consistent with the U.S. Supreme Court’s opinion. As a result, in the fourth quarter of 2011, PPL Montana reversed its
total loss accmal of $89 million ($53 million afler-tax) which had been recorded prior to the U.S. Supreme Court decision. PPL
Montana believes the U.S. Supreme Court decision resolves certain questions of liability in this case in favor of PPL Montana and
leaves open for reconsideration by Montana courts, consistent with the findings of the U.S. Supreme Court, certain other questions.
hi March 2012, the case was returned to the Montana Supreme Court and in April 2012 remanded to the Motitana First Judicial
District Court. PPL Montana has concluded it is no longer probable, but it remains reasonably possible, that a loss has been
incurred. While unable to estimate a range of loss, PPL Montana believes that any such amount should not be material.

Bankruptcy of SMGT

In October 2011, SMGT, a Montana cooperative and purchaser of electricity under a long-term supply contract with PPL
EnergyPlus expiring in June 2019 (SMGT Contract), filed for protection under Chapter 11 of the U.S. Bankruptcy Code in
the U.S. Bankruptcy Court for the District of Montana. At the time of the bankruptcy filing, SMGT was PPL EnergyPlus’
largest unsecured credit exposure.

The SMGT Contract provided for fixed volume purchases on a monthly basis at established prices. Pursuant to a court order
and stibsequent stipulations entered into between the SMGT bankruptcy trustee and PPL EnergyPlus, since the date of its
Chapter 11 filing through January 2012, SMGT continued to purchase electricity from PPL EnergyPlus at the price specified
in the SMGT Contract, and made timely payments for such purchases, but at lower volumes than as prescribed lii the SMGT
Contract. In January 2012, the trustee notified PPL EnergyPlus that SMGT would not purchase electricity under the SMGT
Contract for the month of February. In March 2012, the U.S. Bankruptcy Court for the District of Montana issued an order
approving the request of the SMGT trustee and PPL EnergyPlus to terminate the SMGT Contract. As a result, the SMGT
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Contract was terminated effective April 1, 2012, allowing PPL EnergyPlus to resell the electricity previously contracted to
SMGT under the SMGT Contract to other customers.

PPL EnergyPlus’ receivable under the SMGT Contract totaled approximately $22 million at March 31, 2012, which has been
fully reserved. No assurance can be given as to the collectability of the receivable.

At this time, PPL Energy Supply cannot predict the prices and other terms on which it will be able to market to third parties
the power that SMGT will not purchase from PPL EnergyPlus due to the termination of the SMGT Contract.

Regulatory Issues

(PPL, PPL Electric, LKE, LG&E and KU)

See Note 6 for information on regulatory matters related to utility rate regulation.

Enactment of Financial Reform Legislation (PPL, FFL Energy Supply, PPL Electric, LKE, LG&E and KU)

Tn July 2010, the Dodd-Frank Act was signed into law. The Dodd-Frank Act includes provisions that impose derivative
transaction reporting requirements and require most over-the-counter derivative transactions to be executed through an
exchange and to be centrally cleared. The Dodd-Frank Act also provides that the U.S. Commodity Futures Trading
Commission (CFTC) may impose collateral and margin requirements for over-the-counter derivative transactions, as well as
capital requirements for certain entity classifications. Final rules on major provisions in the Dodd-Frank Act are being
established through rulemakings. and the CFTC generally has postponed implementation until the later of July 16, 2012 or
when required key fmal rules are issued (e.g. defmitional rules for swap’ and “swap dealer”). In April 2012, the CFTC
approved the Final Rule (Final Rule) defming key terms such as “swap dealer.” The defmition of swap dealer, among other
things, provides a significantly higher de minimis threshold amount of annual derivative transactions in which a party must
have engaged in order to be classified as a swap dealer than was provided for in the CFTC’s proposed rule, and is an amount
that would not currently result in the Registrants being deemed swap dealers. There are numerous other provisions in the
Final Rule, however, that the Registrants have not yet analyzed that could result in their being subject to the more onerous
compliance requirements applicable to swap dealers. Even if the Registrants are not ultimately subject to the compliance
requirements applicable to swap dealers, the Dodd-Frank Act and its implementing regulations nevertheless will impose on
them significant additional and potentially costly recordkeeping and reporting requirements. Also, the Registrants could face
significantly higher operating costs or 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. The Registrants will continue to evaluate the
provisions of the Dodd-Frank Act and its implementing regulations. At this time, the Registrants cannot predict the impact
that the law or its implementing regulations will have on their businesses or operations, or the markets in which they transact
business, but could incur material costs related to compliance with the Dodd-Frank Act.

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

In January 2011, New Jersey enacted a law that intervenes in the wholesale capacity market exclusively regulated by the
FERC: S. No. 2381, 2 14th Leg. (N.J. 2011) (the Act). To create incentives for the development of new, in-state electric
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 PYM. 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 PiN 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 PJM. In February 2011, the PJM
Power Providers Group (P3), an organization in which PPL is a member, filed a complaint before the FERC seeking changes
in PJM’s capacity market rules designed to ensure that subsidized generation, such as may result from the implementation of
the LCAPP, will not be able to set capacity prices artificially low as a result of their exercise of buyer market power. In April
2011, the FERC issued an order granting iii part and denying in part P3’s complaint and ordering changes in PIN’s capacity
rules consistent with a significant portion of P3’s requested changes. Several parties have filed appeals of the FERC’s order.
PPL, PPL Energy Supply and PPL Electric cannot predict the outcome of this proceeding or the economic impact on their
businesses or operations, or the markets in which they transact business.

In addition, in February 2011. PPL, and several other generating companies and utilities filed a complaint iii U.S. District
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. hi this action, the plaintiffs request declaratory and injunctive
relief barring implementation of the Act by the Commissioners of the BPU. In October 2011, the court denied the BPU’s
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motion to dismiss the proceeding and the litigation is moving forward. PPL, PPL Energy Supply and PPL Electric cannot
predict the outcome of this proceeding or the economic impact on their businesses or operations, or the markets in which they
transact business.

Maryland Capacity Order

In April 2012, the Maryland Public Service Commission (Iv]]) PSC) ordered three electric utilities in Maryland to enter into
long-term contracts to support the construction of new electric generating facilities in Maryland, specifically a 661 MW
natural gas-fired combined-cycle generating facility to be owned by CPV Maryland, LLC. PPL believes the intent and effect
of the action by the Mi) PSC is to encourage the construction of new generation in Maryland even when, under the FERC
approved PIM economic model, such new generation would not be economic. The MD PSC action could depress capacity
prices in PJM in the short term, impacting PPL Energy Supply’s revenues, and harm the long-term ability of the PJM capacity
market to encourage necessary generation investment throughout PIM.

lii April 2012, PPL and several other generating companies filed a complaint in U.S. District Court in Maryland challenging
the MD PSC order on the grounds that it violates well-established principles under the Supremacy and Commerce clauses of
the U.S. Constitution. In this action, the plaintiffs request declaratory and injunctive relief barring implementation of the
order by the Commissioners of theM]) PSC. PPL, PPL Energy Supply, and PPL Electric cannot predict the outcome of this
proceeding or the economic impact on theft businesses or operations, or the markets in which they transact business.

Pacific Northwest Markets (FPL and PPL Energy Supply)

Through its subsidiaries, PPL Energy Supply made spot market bilateral sales of power in the Pacific Northwest during the
period from December 2000 through June 2001. Several parties subsequently claimed refunds at FERC as a result of these
sales. In June 2003, 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. In October 2011, FERC initiated proceedings to consider additional evidence.

Although PPL and its subsidiaries believe that they have not engaged in any improper trading or marketing practices
affecting the Pacific Northwest markets, PPL and PPL Energy Supply cannot predict the outcome of the above-described
proceedings or whether any subsidiaries will be the subject of any additional govenmiental investigations or named in other
lawsuits or refund proceedings. Consequently, PPL and PPL Energy Supply cannot estimate a range of reasonably possible
losses, if any, related to this matter.

(PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

FERC Market-Based Rate Authority

In 199$, the FERC authorized LG&E and KU and PPL EnergyPlus to make wholesale sales of electric power and related
products at market-based rates. hi those orders, the FERC directed LG&E and KU and PPL EnergyPlus, respectively, to 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 LG&E and KU, and 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 June 2011, FERC approved
PPL’s market-based rate update for the Eastern region and PPL’s market-based rate update for the Western region. Also, in
June 2011, PPL filed its market-based rate update for the Southeast region, including LG&E and KU in addition to PPL
EnergyPlus. In June 2011, the FERC issued an order approving LG&E’s and KU’s request for a determination that they no
longer be deemed to have market power in the BREC balancing area and removing restrictions on their market-based rate
authority in such region.

Currently, a seller granted FERC market-based rate authority 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 arid 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. lii June 200$. 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. At this time, PPL. PPL Energy Supply,
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PPL Electric, LKE, LG&E and KU cannot predict the impact of these court decisions on the FERCs future market-based rate
authority program or on their businesses.

Energy Policy Act of 2005 - Reliability Standards

The 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.

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 vigorously enforce 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 monitor their compliance with the Reliability
Standards and continue to self-report potential violations of certain applicable reliability requirements and submit
accompanying mitigation plans, as required. The resolution of a number of potential violations 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. The Registrants cannot predict the outcome of these matters, and cannot estimate a
range of reasonably possible losses, if any, other than the amounts currently recorded.

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.

Environmental Matters - Domestic

(PPL, PPL Ener Supply, PFL Electric, LKE, LG&E and KU)

Due to the environmental issues discussed below or other environmental matters, it may be necessary for the Registrants 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, PPL Ener Supply, LKE, LG&E and KU)

Air

To comply with air emissions requirements and certain other environmental recluirements as 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 total $3.1 billion for LG&E and KU and include $100 million for LG&E and $400 million for KU
associated with approved ECR plans through 2013 to achieve emissions reductions and manage coal combustion residuals.
The projections also include $1.4 billion for LG&E and $900 million for KU associated with the recently approved 2011
ECR Plans for additional expenditures to comply with new clean air rules and manage coal combustion residuals and an
additional $300 million for other environmental expenditures. Such projections for PPL Energy Supply are $130 million.
Actual costs (including capital, allowance purchases and operational modifications) may be significantly lower or higher
depending on the fmal requirements and market conditions. Certain environmental compliance costs incurred by LG&E and
KU in serving KPSC jurisdictional customers are subject to recovery through the ECR.

CSAPR (formerly Clean Air Transport Rule)

lii July 2011, the EPA adopted the CSAPR, which finalizes and renames the Clean Air Transport Rule (Transport Rule)
proposed hi August 2010. The CSAPR replaces the EPA’s previous CAIR which was invalidated by the U.S. Court of
Appeals for the District of Columbia Circuit (the Court) in July 2008. CAIR subsequently was effectively reinstated by the
Court in December 2008, pending finalization of the Transport Rule. Like CAIR and the proposed Transport Rule, the
CSAPR only applies to PPLs fossil-fueled generating plants located in Kentucky and Pennsylvania.

The CSAPR is meant to facilitate attainment of ambient air quality standards for ozone and fine particulates by requiring
reductions in sulfur dioxide and nitrogen oxides. The CSAPR establishes new sulfur dioxide emission allowance cap and
trade programs that are completely independent of, and more stringent than, the current Acid Rain Program. The CSAPR
also establishes nitrogen oxides emission allowance cap and trade programs to replace the existing programs. All trading is
more restrictive than previously under CAIR. The CSAPR provides for two-phased programs of sulfur dioxide and nitrogen
oxide emissions reductions, with initial reductions in 2012 and more stringent reductions in 2014.
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In December 2011, the Court stayed implementation of the CSAPR and lefl CAR in effect pending a fmal decision on the
validity of the rule. In February, the EPA made revisions to the rule. Oral argument on legal challenges to the CSAPR has
been held, and a fmal decision on the validity of the rule is expected in 2012.

With respect to the Kentucky fossil-fueled generating plants, the stay of the CSAPR will initially only impact the unit
dispatch order. With the return of the CAIR and the Kentucky companies’ significant number of sulfur dioxide allowances,
those units will be dispatched with lower operating cost, but slightly higher sulfur dioxide and nitrogen oxide emissions.
However, a key component of the Court’s fmal decision, even if the CSAPR is upheld, will be whether the ruling delays the
implementation of the CSAPR by one year for both Phases I and II, or instead continues to require the significant sulfur
dioxide and nitrogen oxide reductions associated with Phase II to begin in 2014. LG&E’s and KU’s CSAPR compliance
strategy is based on over-compliance during Phase Ito generate allowances sufficient to cover the expected shortage during
the first two years of Phase 11(2014 and 2015) when additional pollution control equipment will be installed. Should Phase I
of the CSAPR be shortened to one year, it will be more difficult and costly to provide enough excess allowances in one year
to meet the shortage projected for 2014 and 2015.

PPL Energy Supply’s fossil-fueled generating plants can meet both the CAR and the stayed CSAPR sulfur dioxide emission
requirements with the existing scrubbers that were placed in service in 200$ and 2009. To meet nitrogen oxide standards,
under both the CAIR and the stayed CSAPR, PPL Energy Supply would need to buy allowances or make operational
changes, the costs of which are not anticipated to be significant.

National Ambient Air Quality Standards

In addition to the reductions in sulfur dioxide and nitrogen oxide emissions required under the CSAPR for the Pennsylvania
and Kentucky plants, PPL’s fossil-fueled generating plants, including those in Montana, 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 andJor fme particulates.

In June 2010, the EPA fmalized 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 achieve attainment by 2017. For areas in attainment or that are unclassifiable, states are required to develop maintenance
plans by mid-2013 that demonstrate continued attainment.

PPL, PPL Energy Supply, LKE, LG&E and KU anticipate that some of the measures required for compliance with the CAR
or the CSAPR such as upgraded or new sulfur dioxide scrubbers at some of their plants or, in the case of LG&E and KU,
upgraded or new sulfur dioxide scrubbers at the Mill Creek plant and retirement of the Cane Run, Green River, and Tyrone
plants, will also be necessary to achieve compliance with the new one-hour sulfur dioxide standard. If additional reductions
were to be required, the economic impact could be significant.

Mercury and Other Hazardous Air Pollutants

In May 2011, the EPA published a proposed regulation providing for stringent reductions of mercury and other hazardous air
pollutants. On February 16, 2012, the EPA published the fmal rule, known as the Mercury and Air Toxics Standards
(MATS), with an effective date of April 16, 2012. The rule is being challenged by industry groups and states.

The rule provides for a three-year compliance deadline with the potential for a one-year extension as provided under the
statute. Based on their assessment of the need to install pollution control equipment to meet the provisions of the proposed
rule, LG&E and KU filed requests with the KPSC for environmental cost recovery to facilitate moving forward with plans to
install environmental controls including sorbent injection and fabric-filter baghouses to remove certain hazardous air
pollutants. Recovery of the cost of certain controls was granted by a KPSC order issued in December 2011. The cost for
these controls is reflected in the combined costs of $3.1 billion for LG&E and KU noted under “Air” above. LG&E and KU
have also filed requests with the KPSC for retirement of coal-fired generating units at the Cane Run, Green River, and
Tyrone plants and replacement of those units with natural gas-fired generating units to be constructed or purchased. With the
publication of the final MATS rule, LG&E and KU are currently assessing whether changes in the fmal rule warrant revision
of their approved compliance plans.

With respect to PPL Energy Supply’s Pennsylvania plants, PPL believes that these plants may require installation of chemical
additive systems, the cost of which is not expected to be material. With respect to the PPL Montana plants, modifications to
the current air pollution controls installed on Colstrip may be required, the cost of which also is not expected to be material.
For the Corette plant, additional controls are being evaluated, the cost of which could be significant. PPL Energy Supply,
LG&E and KU are continuing to conduct in-depth reviews of the MATS.

60



Regional Haze and Visibility

In January 2012, the EPA proposed limited approval of the Pennsylvania Regional Haze State Implementation Plan. That
proposed action would essentially approve PPL’s analysis that further particulate controls at PPL Energy Supply’s
Pennsylvania plants are not warranted. The limited approval does not address deficiencies of the state plan arising from the
remand of the CAIR rule. Previously, the EPA had determined that implementation of the CAIR requirements would meet
regional haze BART (Best Available Retrofit Technology) requirements for sulfur dioxide and nitrogen oxides. In December
2011, the EPA proposed that implementation of the CSAPR would also meet the BART. The EPA is expected to make a
fmal rule this year. This is expected to address that deficiency.

In Montana, the EPA Region 8 is developing the regional haze plan as the Montana Department of Environmental Quality
declined to develop a BART state implementation plan at this time. PPL submitted to the EPA its analyses of the visibility
impacts of sulfur dioxide, nitrogen oxides and particulate mailer emissions for Colstrip Units 1 and 2 and Corette. PPL’s
analyses concluded that further reductions are not warranted. PPL has also submitted data and a high-level analysis of
various air emission control options to reduce air emissions related to the non-BART-affected emission sources of Colstrip
Units 3 and 4 under the Reasonable Further Progress goals of the Regional Haze rules. The analysis shows that any
incremental reductions would not be cost effective and that further analysis is not warranted.

In March 2012, the EPA issued its draft Federal Implementation Plan (FIP) of the Regional Haze Rule for Montana. The
draft FP identified no additional controls for Corette or Colstrip 3 and 4. Under the draft FIP, Colstrip Units 1 and 2 would
require additional controls (such as, SNCR, separated overfire air on the low nitrogen oxide burners, lime injection and
additional scrubber vessels) to meet the proposed more stringent nitrogen oxide and sulfur dioxide limits. The cost of these
potential additional controls could be significant. PPL Energy Supply is currently analyzing the draft FIP and assessing
various courses of action.

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 the 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. In the event that the EPA determines that compliance with the CSAPR would be insufficient to meet the
BART requirements, it would be necessary for LG&E and KU to reassess their planned compliance measures.

New Source Review (N$R)

The EPA has continued its NSR enforcement efforts targeting coal-fired generating plants. The EPA has asserted that
modification of these plants has increased their emissions and, consequently, that they are subject to stringent NSR
requirements under the Clean Air Act. In April 2009, PPL received EPA information requests for its Montour and Bruimer
Island plants. The requests are similar to those that PPL received several years ago for its Coistrip, 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 and PPL Energy Supply cannot predict the outcome
of these matters, and cannot estimate a range of reasonably possible losses, if any.

In addition, in Augtist 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, LKE, LG&E and
KU cannot predict the outcome of these matters, and cannot estimate a range of reasonably possible losses, if any.

In March 2009, KU received a notice alleging tl7at KU violated certain provisions of the Clean Air Act’s rules governing NSR
and prevention of significant deterioration by installing sulfur dioxide scrubbers and SCR controls at its Ghent generating
plant 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 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 continued settlement negotiations. In addition, any settlement
or ftiture 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, LKE and KU cannot predict the fmal outcome of this matter,
but currently do not expect such outcome to result in material losses above the respective amounts accrued by KU.
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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 generating plants, and PPL is unable to predict whether such actions will be brought against any of
PPL’s plants.

TC2 Air Permit (PPL, LKE, LG&E and KU)

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 fmal 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 fmal ruling
on the pending petition and all available appeals are exhausted, PPL, LKE, LG&E and KU cannot currently predict the
outcome of this matter or the potential impact on the capital costs of this project, if any.

(PPL, PPL Energy Supply, LKE, LG&E and KU)

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 prior to 2010, the outcome of the 2010 elections has halted the debate on
such legislation. The timing and elements of any future legislation addressing GHG emission reductions are uncertain at this
time. In the current Congress, legislation barring the EPA from regulating GHG 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 the
EPA from regulating GHG emissions have been introduced in the U.S. Senate, but the prospects for passage of such
legislation remain uncertain. At the state level, the results of the 2010 elections in Pennsylvania reduced the likelihood of
GHG legislation in the near term, and there are currently no prospects for such legislation in Kentucky or Montana.

Greenhouse Gas Regulations and Tort Litigation

As a result of the April 2007 U.S. Supreme Court decision that the EPA has the authority under the Clean Air Act to regulate
GHG emissions from new motor vehicles, in April 2010 the EPA and the U.S. Department of Transportation issued light-
duty vehicle emissions standards that apply to 2012 model year vehicles. The EPA has also clarified that this standard,
beginning in 2011, also authorizes regulation of GHG emissions from stationary sources under the NSR and Title V
operating permit provisions of the Clean Air Act. As a result, any new sources or major modifications to existing GHG
sources causing a net significant emissions increase requires the BACT pennit limits for GHGs. The EPA has proposed
guidance for conducting a BACT analysis for projects that trigger such a review. In addition, in April 2012. the EPA
proposed New Sotirce Perfonnance Standards (NSPS) for carbon dioxide emissions from new coal-fired generating units,
combined-cycle natural gas units, and integrated gasification combined-cycle units.

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 by 2019 in carbon dioxide emissions from
base levels.

Pennsylvania has not stated an intention to join the RGGI, but enacted the Pennsylvania Climate Change Act of 2008
(PCCA). The PCCA established a Climate Change Advisory Committee to advise the PADEP on the development of a
Climate Change Action Plan. In December 2009, the Advisomy Committee fmalized its Climate Change Action Report which
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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 that would, if enacted, accelerate solar supply requirements and restrict eligible solar projects to those located in
Pennsylvania. PPL cannot predict at this time whether this legislation will be enacted.

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. To date the state has yet to
issue a fmal plan. The impact of any such plan is not now determinable, but the costs to comply with the plan could be
significant.

A number of lawsuits have been filed asserting common law claims including nuisance, trespass and negligence against
various companies with GHG emitting plants, 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 v.’ell 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 June 2011, the
U.S. Supreme Court overturned the lower court and held that such federal common law claims were displaced by the Clean
Air Act and regulatory actions of the EPA. In Corner v. Murphy Oil, the U.S. Court of Appeals for the Fifth Circuit declined
to overturn a district court ruling that plaintiffs did not have standing to pursue state conmon law claims against companies
that emit GHGs. The complaint in the Comer case named the previous indirect parent of LKE as a defendant based upon
emissions from the Kentucky plants. In January 2011, the Supreme Court denied a petition to reverse the Court of Appeals’
ruling. In May 2011, the plaintiffs in the Corner case filed a substantially similar complaint in federal district court in
Mississippi against 87 companies, including KU and three other indirect subsidiaries of LKE, under a Mississippi statute that
allows the re-filing of an action in certain circumstances. In March 2012, the court granted defendants’ motions to dismiss
the state common Jaw claims because plaintiffs had previously raised the same claims, plaintiffs lacked standing, plaintiffs
claims were displaced by the Clean Air Act, and other grounds. hi April 2012, plaintiffs filed a notice of appeal in the U.S.
Court of Appeals for the Fifth Circuit. Additional litigation in federal and state courts over these issues is continuing. PPL,
IKE and KU cannot predict the outcome of this litigation or estimate a range of reasonably possible losses, if any.

In 2011. PPL’s power plants emitted approximately 74 million tons of carbon dioxide compared with 6$ million tons in 2010.
The 2011 total reflects 36 million tons from PPL Generation and 38 million tons from LG&Es and KU’s generating fleet.
All tons are U.S. short tons (2,000 lbs/ton).

Renewable Energy Legislation (PPL and PPL Energy Supply)

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. Earlier in 2011, there were discussions regarding a Clean
Energy Standard (CES) that addressed not only renewables but also encouraged clean energy requirements (as yet to be
defmed). At this time, neither the renewable energy debate nor the CES discussion is expected to gain momentum at the
federal or state levels (beyond what is otherwise already required in Pennsylvania and Montana) in the near term.

PPL believes there are fmancial, 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 generation and
back-up, impacts to PINt’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 and PPL
Energy Supply cannot predict at this time the effect on their 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.
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Water/Waste

Coal Combustion Residuals (CCRs) (PPL, PPL Energy Supply, LKE, LG&E and KU)

In June 2010, the EPA proposed two approaches to regulating the disposal and management of CCRs under the Resource
Conservation and Recovery Act (RCRA). CCRs include fly ash, bottom ash and sulfur dioxide scrubber wastes. The first
approach would regulate CCRs as a hazardous waste under Subtitle C of the 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 for the generation of CCRs and associated waste waters through generation, transportation, and disposal.
This would also have a negative impact on the beneficial use of CCRs and could eliminate existing markets for CCRs.
Specifically, hazardous waste regulation could accelerate retirements of coal-fired plants. The second approach would
regulate CCRs as a solid waste under Subtitle D of the 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 the 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.

The EPA is continuing to evaluate the unprecedented number of comments it received on its June 2010 proposed regulations.
In October 2011, the EPA issued a Notice of Data Availability (NODA) that requests comments on selected documents that
the EPA received during the comment period for the proposed regulations. Comments were submitted on the NODA in
November 2011. In addition, the U.S. House of Representatives in October 2011 approved a bill to modify Subtitle D of the
RCRA to provide for the proper management and disposal of CCRs and that would preclude the EPA from regulating CCRs
under Subtitle C of the RCRA. The bill has been introduced in the Senate and the prospect for passage of this legislation is
uncertain.

Tn January 2012, a coalition of environmental groups filed a 60-day notice of intent to sue the EPA for failure to perform
nondiscretionaiy duties under RCRA, which could require a hard deadline for EPA to issue strict CCR regulations. In
February 2012, a CCR recycling company also issued a 60-day notice of intent to sue the EPA over its timeliness in issuing
CCR regulations, but that company requests that the EPA take a Subtitle D approach that would allow for continued
recycling of CCRs. The coalition filed its lawsuit in April 2012. The EPA has indicated that they will issue another NODA
later this spring to request comments on the extensive data that the EPA collected from coal-fired power plant operators as
part of the EPA’s Effluent Limitations Guideline rule modification process which the EPA wants to use in the CCR
regulatory development process.

PPL, PPL Energy Supply, LKE, LG&E and KU cannot predict at this time the final requirements of the EPA’s CCR
regulations or potential changes to the RCRA and what impact they would have on their facilities, but the economic impact
could be significant.

Martins Creek Fly Ash Release (PPL and PPL Energy Supply)

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 plants two 150 MW coal-fired generating units. This
resulted in ash being deposited onto adjacent roadways and fields, into a nearby creek and the Delaware River. PPL
determined that the release was caused by a failure in the disposal basins 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 rivers sediment, water quality and ecosystem.

The PADEP filed a complaint in Pennsylvania Commonwealth Court against PPL Martins Creek and PPL Generation,
alleging violations of various state laws and regulations and seeking penalties and injunctive relief. PPL and the PADEP
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.
Subsequently. in Atigust 201 J the PADEP submitted its National Resource Damage Assessment report to the court and to the
interveners. In December 2011, the interveners commented on the PADEP report and in February 2012 the PADEP and PPL
filed separate responses with the court. In March 2012, the court dismissed the interveners’ case, but the inteiweners have
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appealed the dismissal to the Pennsylvania Supreme Court. The settlement agreement for the Natural Resources Damage
Claim has not yet been submitted for public comments, which is the next phase in the process of fmalizing the claim.

Through March 31, 2012, PPL Energy Supply has spent $28 million for remediation and related costs and an insignificant
remediation liability remains on the balance sheet. 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. However, PPL and PPL Energy Supply currently do not
expect such outcomes to result in material losses above the amounts currently recorded.

Seepages and Groundwater Infiltration - Pennsylvania, Montana and Kentucky

(PPL, PPL Energy Supply, LKE, LG&E and KU)

Seepages or groundwater infiltration have been detected at active and retired wastewater basins and landfills at various PPL
plants. PPL has completed or is completing assessments of seepages or groundwater infiltration at various facilities and has
completed or is working with agencies to implement abatement measures, where required. A range of reasonably possible
losses cannot currently be estimated.

(PPL and PPL Energy Supply)

In 2007, six plaintiffs filed a lawsuit in the Montana Sixteenth Judicial District Court against the Colstrip plant owners
asserting property damage due to seepage from wastewater ponds at Colstrip. A settlement agreement was reached in July
2010 which would have resulted in a payment by PPL Montana, but certain of the plaintiffs later alleged the settlement was
not fmal. The Colstrip plant owners filed a motion to enforce the settlement and in October 2011 the court granted the
motion and ordered the settlement to be completed in 60 days. The plaintiffs have appealed the October order to the Montana
Supreme Court, and the court’s decision is expected in the second half of 2012. The settlement ordered by the district court
is, therefore, not fmal and PPL and PPL Energy Supply cannot predict the outcome of the appeal, although PPL Montana’s
share of any fmal settlement in excess of amounts recorded is not expected to be significant.

Clean Water Act 376(b) (PPL, PPL Energy Supply, LKE, LG&E and KU)

The EPA finalized requirements in 2004 for new or modified cooling water intake structures. These requirements affect
where generating plants are built, establish intake design standards and could lead to requirements for cooling towers at new
and modified power plants. 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 aquatic organisms.
The EPA published the proposed rule in April 2011. The industry and PPL reviewed the proposed rule and submitted
comments. The EPA is evaluating comments and meeting with industry groups to discuss options. The fmal nile is expected
to be issued in 2012. 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. The second
requirement is to determine and install the best technology available to reduce mortality of aquatic organisms that are pulled
through the plant’s cooling water system. A form of cost-benefit analysis is allowed for this second requirement. This
process involves a site-specific evaluation based on nine factors including impacts to energy delivery reliability and
remaining useful life of the plant. PPL, PPL Energy Supply, LKE, LG&E and KU will be unable to determine the exact
impact until a final rule is issued, the required studies have been completed, and each state in which they operate has decided
how to implement the nile.

Effluent Limitations Guidelines and Standards (PPL, PPL Energy Supply, LKE, LG&E and KU)

In October 2009, the EPA released its final Detailed Study of the Steam Electric Power Generating effluent limitations
guidelines and standards. The EPA is expected to propose modifications to these regulations in 2012 and issue the fmal
regulations in 2014. PPL expects the revised guidelines and standards to be more stringent than the current standards
especially for sulfur dioxide scrubber wastewater and ash basin discharges, which could result in more stringent discharge
permit limits. In the interim, PPL. PPL Energy Supply, LKE, LG&E and KU are each unable to predict whether the EPA and
the states may impose more stringent limits on a case-by-case best professional judgment basis under existing authority as
permits are renewed.
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Other Issues (PPL, FPL Energy Supply, PPL Electric, LKE, LG&E and KU)

In 2006, the EPA significantly decreased to 10 parts per billion (ppb) the drinking water standards related to arsenic. In
Peimsylvariia, Montana and Kentucky, this arsenic standard has been incorporated into the states’ water quality standards and
could result in more stringent limits in NPDES permits for PPL’s 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.
PPL, PPL Energy Supply, LKE, LG&E and KU cannot predict the outcome of the draft risk assessment and what impact, if
any, it would have on their plants, but the costs could be significant.

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.
The EPA is planning to propose the revised regulations in late 2012 or 2013. PPL, PPL Energy Supply, PPL Electric, LKE,
LG&E and KU cannot predict at this time the outcome of these proposed EPA regulations and what impact, if any, they
would have on their facilities, but the costs could be significant.

PPL has signed a Consent Order and Agreement (the Brtmner COA) with the PADEP 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 constructed a barrier to prevent debris from
entering the river water intake area at a cost that was not material.

PPL has also investigated alternatives to exclude fish from the discharge channel and submitted three alternatives to the
PADEP. According to the Bnnmer 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 PADEP 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 plant. In November 2010, the Cabinet issued a final order
upholding the permit. In December 2010, the environmental groups appealed the order to state court. PPL, LKE, LG&E.
and KU are unable to predict the outcome of this matter or estimate a range of reasonably possible losses, if any.

The EPA and the Army Corps of Engineers are working on a guidance document that will expand the federal government’s
interpretation of what constitutes “waters of the United States” (WOUS) subject to regulation under the Clean Water Act.
This change has the potential to affect generation and delivery operations, with the most significant effect being the potential
elimination of the existing regulatory exemption for plant waste water treatment systems. The costs that may be imposed as a
result of any eventual expansion of this interpretation cannot reliably be estimated at this time.

(PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

Superfund and Other Remediation

PPL Electric 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 Electric. However, should the EPA
require different or additional measures in the future, or should PPL Electric’s share of costs at multi-party sites increase
significantly more than currently expected, the costs could be significant.

PPL Electric, LG&E and KU are remediating or have completed the remediation of several sites that were not addressed
under a regulatory program such as Superfund. but for which PPL Electric. LG&E and KU may be liable for remediation.
These include a number of former coal gas manufacturing plants in Pennsylvania and Kentucky previously owned or
operated or currently owned by predecessors or affiliates of PPL Electric, LG&E and KU. There are additional sites,
formerly owned or operated by PPL Electric, LG&E and KU predecessors or affiliates, for which PPL Electric, LG&E and
KU lack information on current site conditions and are therefore unable to predict what, if any, potential liability they may
have.
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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 which could be significant. PPL is unable to estimate a range of reasonably possible losses, if any, related to these
matters.

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 EPAs 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 plants. PPL cannot estimate a range of reasonably possible losses, if any, related to these
matters.

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 PPLs 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 costs for the Registrants.

Environmental Matters - WPD (PPL)

WPDs 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 enviromnent.

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, 2012, this maximum assessment was $44 million. Effective
April 1, 2012, this maximum assessment was increased to $48 million.

In the event of a nuclear incident at the Susquehanna plant, PPL Susquehaima’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, 2012. the property, replacement power and nuclear incident insurers maintained an A.M. Best fmancial strength
rating of A (“Excellent”).

Guarantees and Other Assurances

(PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

In the normal course of business. the Registrants enter into agreements that provide financial performance assurance to third
parties on behalf of certain subsidiaries. Such agreements include, for example, guarantees. stand-by letters of credit issued
by fuiancial institutions and surety bonds issued by insurance companies. These agreements are entered into primarily to
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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, PPL Electric, LKE, LG&E and KU)

The table below details guarantees provided as of March 31, 2012. The total recorded liability at March 31, 2012 and
December 31, 2011 was $15 million and $14 million for PPL and $11 million for both periods for LKE. Other than as noted
in the descriptions for “WPD guarantee of 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, 2012 (a) Date

PPL

Indemnifications related to the WPD Midlands acquisition (b)
V/PD indemnifications for entities in liquidation and sales of assels $ 295 (c) 2014- 2018
WPD guarantee of pension and other obligations of unconsolidated entities 90 (d) 2015
Tax indemnification related to unconsolidated WPD affiliates 8 (e) 2012

PPL Energy Supply (fl
Letters of credit issued on behalf of affiliates 21(g) 2012- 2014
Retrospective premiums under nuclear insurance programs 44 (h)
Nuclear claims assessment under The Price-Anderson Act Amendments under The Energy Policy Act of 2005 235 (i)
Indemnifications for sales of assets 262 (3) 2012 -2025
Indemnification to operators ofjointly owned facilities 6 (k)
Guarantee of a portion of a divested unconsolidated entity’s debt 22 (1) 2018

PPL Electric (ml
Guarantee of inventory value 16 (n) 2016

LKE (m)
Indemnification of lease termination and other divestiffires 301 (o) 2021 -2023

LG&E aud KU to)
LG&E and KU guarantee of shortfall related to OVEC (03

(a) Represents the estimated maximum potential amount of fimire payments that could be required to be made under the guarantee.
(b) Prior to PPL’s acquisition, WPD Midlands Holdings Limited had agreed to indenmifS’ certain former directors of a Turkish entity, in which WPD

Midlands Holdings Limited previously owned an intereat, for any liabilities that may arise as a result of an investigation by Turkish tax authorities,
and PPL WEM has received a cross-indemnity from EON AG with respect to these indemnification obligations. Additionally, PPL subsidiaries
agreed to provide indemnifications to subsidiaries of EON AG for certain liabilities relating to properties and assets owned by affiliates of EON AG
that were transferred to WPD Midlands in connection with the acquisition. The maximum exposure and expiration of these indemnifications cannot
be estimated becaitse the maximum potential liability is not capped and the expiration date is not specified in the transaction documents.

(c) In connection with the liquidation of wholly owned subsidiaries that have been deconsolidated upon mming the entities over to the liquidators, certain
affiliates of PPL Global have agreed to indemnilS’ the liquidators, directors and/or the entities themaclves for any liabilities or expenses arising during
the liquidation process, including liabilities and expenses of the entiries placed into liquidation. In aome 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 indemnificationa is not explicitly atated in the agreements. The indemnifications generally expire two to
seven years subsequent so 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 counection with their sales of various businesses, \\PD and its affiliates have provided the purchasers with indemnifications that are standard for
such transactions, including indenmifications for certain pre-existing liabilities and etivironmental and tax maners. In addition, in connection with
certain of these sales, WPD and ita affiliates have agreed to continue their obligations under existing third-party guarantees, either for a set period of
time following the transactions or stpon 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.

(d) As a result of the privatization of the sttility 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, ifs member becomes insolvent,
costs can be reallocated to and are guaranteed by the remaining members. At March 31, 2012, V/PD 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.

(e) Two V/PD unconsolidated affiliates were refinanced during 2005. Under the terms of the refmancing, WPD has indenmified the lender against certain
tax and other lisbiltttes.

(I) Other than the letters of credit, all guarantees of PPL Energy Supply, on a consolidated basis, also apply to PPL on a consolidated basis for financial
reporting purposes.

(g) Standby letter of credit arrangements under PPL Energy Supply’s credit facilities for the purposes of protecting various third parties against
nonperfomunre by PPL. This is not a guarantee by PPL on a consolidated basis.
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(h) 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.

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

0) PPL Energy Supply’s maximum exposure with respect to certain indemnifications and the expiration of the indenmifications cannot be estimated
because, in the case of certain indemnification provisions, the maximum potential liability 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. The indemnification provisions described below are in each case 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 wasranties.

A subsidiary of PPL Energy Supply has agreed to provide indemnification to the purchaser of the Long Island generation business for dasnages arising
out of any breach of the representations, warranties and covenants under the related transaction agreement and for damages arising out of certain other
mailers, including liabilities relating to certsin renewable energy facilities which were previously owned by one of the PPL subsidiaries sold in the
transaction but which were unrelsted to the Long Island generation business. The indemnification provisions for most representations and warranties
expired in the third quarter of 2011.

A subsidiary of PPL Energy Supply has agreed to provide indemnification to the purchasers of the Maine hydroelecinc 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 mailers, including liabilities of the PPL Energy Supply subsidiary relating to the pre-closing ownership or operation of those hydroelectric
facilities. The indemnification provisions for certain representations and warranties expired in the second quarter of 2011.

Subsidiaries of PPL Energy Supply have agreed to provide indemnification to the purchasers of certain non-core generation facilities sold in March
2011 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 mailers 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 PJM nile changes are proposed and become effective. The indemnification provisions for most
representations and warranties expired in the first quarter of 2012.

(k) In December 2007, a subsidiary of PPL Energy Supply executed revised owners agreements for two jointly owned facilities, the Keystone and
Conemaugh generating plants. The agreements require that in the event of any default by an owner, the other owners hind contributions for the
operation of the generating plants, based upon their ownership percentages. 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 percentsge. The exposure shown reflects
the PPL Energy Supply subsidiary’s share of the maximum obligation. The agreements do not have an expiration date.

(I) 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, PITh Energy Supply guaranteed one-third of any amounts payable with respect to certain senior notes issued by Safe
Harbor. Under the terms of the sale agreement, PPL Energy Supply continues to guarantee the portion of Safe Harbor’s debt, but received across
indenmity from the purchaser, secured by alien on the purchaser’s stock of Safe Harbor, in the event PPL Energy Supply is required to makes
payment under the guarantee. Exposure noted reflects principal only.

(m) MI guarantees of PPL Electric and LKE, on a consolidated basis, alto apply to PPL on a consolidated basis for financial reporting purposes.
(n) PPL Electric entered into a contract with a third party logistics firm that provides inventory procurement and fulfillment services. Under the contract,

the logistics firm has title to the inventory purchased for PPL Electric’s use. Upon termination of the contract, PPL Electric has guaranteed to purchase
any remaining inventory that has not been used or sold by the logistics firm at the weighted-average cost at which the logistics firm purchased the
inventory, thus protecting the logistics firm from reductions in the fair value of the inventory.

(o) 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 ditcharge 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 WK.E 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 itenss such as non-excluded govemment fines and penalties fall outside the cumulative cap. Mother guarantee with a maximum
exposure of $100 million covering other indemnificarions expires in 2023. Certain mailers are currently under discussion among the parties, including
one mailer currently in arbitration and a further mailer for which LIKE is contesting the applicability of the indenmification requirement. The mailer in
arbitration may be mled upon during mid-2012, which may result in increases or decreases to the estimated liability LIKE has currently recorded. The
ultimate outcome of both matters cannot be predicted at this time. Additionally, LIKE has indemnified various third parties related to historical
obligations for other divested subsidiaries and affiliates. The indensnifications vary by entity and the maximum exposures range from being capped at
tlse sale price to no specified maximum; however, LKE is not aware of fomml claims under such indemnities made by any party at this time. LIKE
could be required to perform on these indenmifications in the event of covered losses or liabilities being claimed by an indemnified party. No
additional material lots is anticipated by reason of such indemnification.

(p) All guarantees of LG&E and KU alto apply to LKE on a consolidated basis for financial reporting purposes.
(q) Pursuant to a power purchase agreement with OVEC, LG&E and KU are obligated to pay a demand charge which includes, among other charges,

decommissioning costs, postretirensent and post employment benefits, The demand charge is expected to cover LG&E’s and KU’s shares of the cost of
these items over the tem of the contract. However, in the event there is a shortfall in covering these costs, LG&E and KU are obligated to pay their
share of the excess. The maximum exposure and the expiration date of these potential obligations are not presently determinable.

The Registrants provide other tniscellaneous guarantees through contracts entered into in the nonnal course of business.
These guarantees are pi-imarily in the fonn of indemnification or wan-anties 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, no significant payments have been made with respect to
these types of guarantees 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 propetty 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.
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11. Related Party Transactions

PLR ContractslPurchase of Accounts Receivable (PPL Energy Supply and PPL Electric)

PPL Electric holds competitive solicitations for PLR generation supply. PPL EnergyPlus has been awarded a portion of the
PLR generation supply through these competitive solicitations. See Note 10 for additional information on the solicitations.
PPL Electric’s purchases from PPL EnergyPlus for the three months ended March 31, 2012 and 2011 totaled $22 million and
$6 million. The sales and purchases 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.

Under the standard Supply Master Agreement for the solicitation process, PPL Electric requires all suppliers to post collateral
once credit exposures exceed defmed credit limits. PPL EnergyPlus is required to post collateral with PPL Electric when the
aggregate credit exposure with respect to electricity, capacity and other related products to be delivered by PPL EnergyPlus
exceeds a contractual credit limit. Based on the current credit rating and tangible net worth of PPL Energy Supply, as
guarantor, PPL EnergyPlus’ credit limit was $35 million at March 31, 2012. In no instance is PPL Electric required to post
collateral to suppliers under these supply contracts.

PPL Electric’s customers may choose an alternative supplier for their generation supply. See Note 2 for additional
information regarding PPL Electric’s purchases of accounts receivable from alternative suppliers, including PPL EnergyPlus.

At March 31, 2012, PPL Energy Supply had a net credit exposure of $42 million to PPL Electric from its commitment as a
PLR supplier and from the sale of its accounts receivable to PPL Electric.

Wholesale Sales and Purchases (LG&E and KU)

LG&E and KU jointly dispatch their generation units with the lowest cost generation used to serve their retail native load.
When LG&E has excess generation capacity after serving its own retail native load and its generation cost is lower than that
of KU, KU purchases electricity from LG&E. When KU has excess generation capacity after serving its own retail native
load and its generation cost is lower than that of LG&E, LG&E purchases electricity from KU. These transactions are
reflected in the Statements of Income as “Electric revenue from affiliate” and “Energy purchases from affiliate” and are
recorded at a price equal to the seller’s fuel cost. Savings realized from such intercompany transactions are shared equally
between the two companies. The volume of energy each company has to sell to the other is dependent on its native load
needs and its available generation.

Allocations of Corporate Service Costs (PPL Energy Supply, PPL Electric, LKE)

PPL Services provides corporate functions such as fmancial, 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 the services that is not directly charged to PPL subsidiaries is allocated to applicable subsidiaries based on an
average of the subsidiaries’ relative invested capital, operation and maintenance expenses and number of employees. PPL
Services charged the following amounts, which PPL management believes are reasonable, including amounts applied to
accounts that are further distributed between capital and expense:

Three Months Ended
March 31,

2012 2011

PPL Energy Supply $ 57 $ 50
PPL Electric 42 39
LKE 5 5

Intercompany Billings by LKS (LG&EandKU)

LKS provides LG&E and KU with a variety of centralized administrative, management and support services. The cost of
these services is directly charged to the company or, for general costs that cannot be directly attributed, charged based on
predetermined allocation factors, including the following measures: number of customers, total assets, revenues, number of
employees and/or other statistical information. LKS charged the amounts in the table below, which LKE management
believes are reasonable, including amounts that are further distributed between capital and expense:
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Three Months Ended
March 31,

2012 2011

LG&E $ 41 $ 33
KU 46 49

In addition, LG&E and KU provide services to each other and to LKS. Billings between LG&E and KU relate to labor and
overheads associated with union and hourly employees performing work for the other company, charges related to jointly-
owned generating units and other miscellaneous charges.

Intercompany Borrowings

(PPL Energy Supply)

A PPL Energy Supply subsidiary periodically holds revolving demand notes from certain affiliates. At March 31, 2012, there
were no balances outstanding. At December 31, 2011, a note with PPL Energy Funding had an outstanding balance of $198
million, which was reflected in Note receivable from affiliate” on the Balance Sheet. Interest earned on these revolving
facilities is included in “Interest Income from Affiliates” on the Statements of Income. The interest rates on borrowings are
equal to one-month LIBOR plus a spread. For the three months ended March 31, 2012 and 2011, interest earned on
borrowings was insignificant.

(LKE)

LKE maintains a $300 million revolving demand note with a PPL Energy Supply subsidiary whereby LIKE can borrow funds
on a short-term basis at market-based rates. The interest rates on borrowings are equal to one-month LIBOR plus a spread.
At March 31, 2012 and December 31, 201 J, there was no balance outstanding. hiterest on the revolving demand note with
the PPL Energy Supply subsidiary was not significant for 2012 and 2011.

Afler PPL’s acquisition of LKE in November 2010, LKE held a note receivable from a PPL affiliate. At March 31, 2012, $5
million was outstanding compared with $15 million at December 31, 2011. The interest rates on the outstanding borrowings were
2.24% and 2.2 6% for the three months ended March 31,2012 and 2011. Interest income on this note was not significant for the
three months ended March 31, 2012 and 2011.

(LG&E)

LG&E participates in an intercompany money pool agreement whereby LKE and/or KU make available to LG&E funds up to
$500 million at an interest rate based on a market index of commercial paper issues. At March 31, 2012 and December 31,
2011. there was no balance outstanding. The interest rate for the three months ended March 31. 2012 was 0.41%. Interest
expense incurred on the money pool agreement with LIKE and/or KU was not significant for the three months ended March
31, 2012 and 2011.

(KU)

KU participates in an intercompany money pool agreement whereby LKE and/or LG&E make available to KU funds up to
$500 million at an interest rate based on a market index of commercial paper issues. At March 31, 2012 and December 31,
2011, there was no balance outstanding. The interest rate for the three months ended March 31, 2012 was 0.41%. Interest
expense incurred on the money pool agreement with LKE and/or LG&E was not significant for the three months ended
March 31, 2012 and 2011.

Trademark Royalties (PPL Energy Supplv,,

A PPL subsidiary owns PPL trademarks and billed certain affiliates for their use. This agreement was terminated in
December 2011. PPL Energy Supply was charged $10 million of this license fee for the three months ended March 31, 2011,
which was included primarily in “Other operation and maintenance” on the Statement of Income.

Other (PPL Eneigm’ Supply, PPL Electric, LKE, LG&E and KU)

See Note 7 for a discussion regarding capital transactions by PPL Energy Supply, PPL Electric, LIKE, LG&E and KU. For
PPL Energy Supply, PPL Electric, LG&E and KU, refer to Note 9 for discussions regarding intercompany allocations
associated with defined benefits.
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12. Other Income (Expense) - net

(PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

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

Other Income
Earnings on securities in NDT funds
Interest income
AFUOC
Miscellaneous - Domestic
Total Other Income

Other Expense
Economic foreign currency exchange contracts (Note 14)
Charitable contributions
WPD Midlands acquisition-related costs (Note 8)
Net hedge losses associated with the 2011 Bridge Facility
Miscellaneous - Domestic
Miscellaneous - U.K.
Total Other Expense

Other Income (Expense) - net

13. Fair Value Measurements and Credit Concentration

(PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

PPL PPL Energy Supply
Three Months Ended Three Months Ended

March 31, March 31,
2012 2011 2012 2011

$ $ $ 15 $ 8 S 15
1 2 1
2 1
2 3 1 1

13 21 9 17

1$ 2
4 3 1

11
7

6 2 3 3
2 1

_____ _____

30 26 4 3
$ (17) $ (5) $ 5 $ 14

The components of “Other Income (Expense) - net” for the three months ended March 31, 2012 and 2011 for PPL Electric,
LKE, LG&E and KU are not significant.

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). A market approach (generally, data from market transactions), an
income approach (generally, present value techniques and option-pricing models), andlor a cost approach (generally,
replacement cost) are used to measure the fair value of an asset or liability, as appropriate. 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. The fair value of a group of fmancial assets
and liabilities is measured on a net basis. Transfers between levels are recognized at end-of-reporting-period values. At
March 31, 2012, there were no transfers between Level 1 and Level 2.

March 31, 2012 December 31, 2011
Total Level 1 Level 2 Level 3 Total Level I Level 2 Level 3

$ 1,103 $ 1,103

__________ __________

S 1,202 $ 1,202

__________ __________

230 230

__________ __________

209 209

__________ __________

33 3,423 3 $ 3,390 $ 30
3 3

5 5 18 1$
37

__________

34 3 24

__________

20 4
4,416 2 4,378 36 3,468 3 3,431 34

Recurring Fair Value Measurements

The assets and liabilities measured at fair value were:

PPL
Assets

Cash and cash equivalents
Restricted cash and cash equivalents (a)
Price risk management assets:

Energy commodities
Interest rate swaps
Foreign currency contracts
Cross-currency swaps

Total price risk management assets

4,371
3

2 $ 4,336 $
3
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March 31, 2012 December 31, 2011
Total Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3

NOT funds:
Cash and cash equivalents 8 8 12 12
Equity securities

U.S. large-cap 329 228 101 292 202 90
U.S. mid/small-cap 133 98 35 117 87 30

Debt securities
U.S. Treasmy 87 $7 86 86
U.S. govemment sponsored agency 10 10 10 10
Municipality 84 $4 83 83
Investment-grade corporate 3$ 3$ 3$ 3$
Other 2 2 2 2

Receivables (payables), net 2

___________

2

___________

(3) 3

___________

Total NOT funds 693 421 272 640 384 256

_________

Auction rate securities (b) 24

__________

24 24

__________ __________

24
Total assets $ 6,466 5 1,756 $ 4,650 5 60 $ 5,543 $ 1,798 $ 3,687 $ 58

Liabilities
Price risk management liabilities:

Energy commodities 5 3,154 $ 2 $ 3,138 5 14 $ 2,345 $ 1 5 2,327 $ 17
Interest rate swaps 54 54 63 63
Foreign currency contracts 13 13
Cross-currency swaps 2 2 2 2

Total price risk management liabilities $ 3,223 $ 2 $ 3,207 $ 14 $ 2,410 $ 1 $ 2,392 $ 17

PPL Eneray Supply
Assets

Cash and cash equivalents
$

135
$

135

__________ __________

$ 379 $ 379

__________ __________

Restricted cash and cash equivalents 164 164

__________

145 145

__________ __________

Price risk management assets:
Energy commodities 4,371 2 $ 4,336 $ 33 3,423 3 $ 3,390 $ 30

Total price risk management assets 4,371 2 4,336 33 3,423 3 3,390 30
NOT funds:

Cash and cash equivalents $ $ 12 12
Equity securities

U.S. large-cap 329 22$ 101 292 202 90
U.S. mid/small-cap 133 98 35 117 87 30

Debt securities
U.S. Treasuxy $7 $7 86 86
U.S. govemment sponsored agency 10 10 10 10
Municipality $4 $4 83 83
Investment-grade corporate 3$ 38 3$ 3$
Other 2 2 2 2

Receivables (payables), net 2

___________

2 (3) 3

___________

Total NOT funds 693 421 272 640 384 256

__________

Auction rate securities (b) 19

___________ ___________

19 19

___________ ___________

19
Total assets $ 5,382 $ 722 $ 4,608 $ 52 $ 4,606 $ 911 $ 3,646 $ 49

Liabilities
Price risk management liabilities:

Energy commodities $ 3,154 $ 2 $ 3,138 $ 14 $ 2,345 S I $ 2,327 $ 17
Total price risk management liabilities $ 3,154 $ 2 $ 3,138 $ 14 S 2,345 $ 1 $ 2,327 $ 17

PPL Electric
Assets

Cash and cash equivalents $ 149 $ 149 $ 320 $ 320
Restricted cash and cash equivalents (c) 13 13

___________ ___________

13 13

___________ ___________

Total assets $ 162 $ 162 5 333 $ 333

LKE
Assets

Cash and cash equivalents $ 104 $ 104 $ 59 $ 59
Restricted cash and cash equivalents (c) 27 27

__________ __________

29 29

__________ __________

Total assets $ 131 $ 131 $ $8 $ 88

Liabilities
Price risk management liabilities:

Interest rate swaps (d) $ 53

__________

$ 53

__________

$ 60

__________

$ 60

__________

Total liabilities $ 53 $ 53 $ 60 $ 60
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March 31, 2012 December 31, 2011
• Total Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3

LG&E
Assets

Cash and cash equivalents S 54 S 54 S 25 $ 25
Restricted cash and cash equivalents (c) 27 27

__________ __________

29 29

__________ __________

Total assets $ $1 $ 81 S 54 S 54

Liabilities
Price risk management liabilities:

Interest rate swaps
(d)

$ 53

__________

$ 53

__________

$ 60

__________

$ 60

__________

Total liabilities $ 53 S 53 $ 60 $ 60

KU
Assets

Cash and cash equivalents

$ 46
$

46

__________ __________

$ 31 $ 31

__________ __________

Total assets S 46 $ 46 $ 31 S 31

__________ ___________

(a) Cunent portion is included m• 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 m Other current assets” on the Balance Sheets, Such amounts were insignificant at March 31, 2012 and December 31,

2011. Long-term portion is included in “Other noncurrent assets” on the Balance Sheets.
(d) Current portion is included in “Other current liabilities” and long-term portion is included in”Price risk management liabilities” on the Balance Sheets.

A reconciliation of net assets and liabilities classified as Level 3 for the three months ended March 31 is as follows:

Fair Value Measurements Using Significant Unobservable Inputs (Level 3)
2012 2011

Energy Auction Cross- Energy Auction
Commodities, Rate Currency Commodities, Rate

net Securities Swaps Total net Securities Total
PPL
Balance at beginning of period 5 13 $ 24 $ 4 $ 41 S (3) $ 25 $ 22

Total realizedlumealized gains (losses)
Includedineamings 18 18 1 1
Included in OCI (a) 2 2 4 1 1

Purchases 2 2
Sales (3) (3)
Settlements (6) (6) 22 22
Transfers out of Level 3 (8) (3) (II) 12 12

Balance at end of period $ 19 S 24 $ 3 $ 46 S 32 $ 25 $ 57

PPL Enerey Supisly
Balance at beginning of period $ 13 S 19 $ 32 $ (3) $ 20 $ 17

Total realizedlunrealized gains (losses)
Included in earnings 1$ 1$ 1 1
Included in OCI (a) 2 2 1 1

Purchases 2 2
Sales (3) (3)
Settlements (6) (6) 22 22
Transfers Out of Level 3 (8)

____________

(8) 12

____________

12
Balance at end of period S 19 $ 19 $ 3$ S 32 S 20 $ 52

(a) “Energy Commodities” and “Cross-Currency Swaps” are included in”Quali1,’ing derivatives” on the Statements of Comprehensive Income.

The significant unobservable inputs used iii the fair value measurement of assets and liabilities classified as Level 3 for the
three months ended March31 are as follows:
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Quantitative Information about Level 3 Fair Value Measurements
2012

Fair Value, net Range
Asset Valuation Unobservable (Veighted

(Liability) Technique Input(s) Average) (a)
PPL
Energy commodities

Observable wholesale prices used
Retail natural gas contracts (b) 29 Discounted cash flow as proxy for retail delivery points 20% - 100% (69%)

Basis price between delivery
Electric contracts (c) (6) Discounted cash flow points 28% - 33% (2$%)

Other contracts (U) (4) Discounted cash flow Various 22% - 100% (65%)

Auction rate securities (e) 24 Discounted cash flow Modeled from SWMA Index 15% - 90% (66%)

Cross-currency swaps (f) 3 Discounted cash flow Credit valuation adjustment 23% - 37% (32%)

PPL Enerv Supply
Energy commodities

Observable wholesale prices used
Retail natural gas contracts (b) 29 Discounted cash flow as proxy for retail delivery points 20% - 100% (69%)

Basis price between delivery
Electric contracts (c) (6) Discounted cash flow points 28% - 33% (28%)

Other contracts (d) (4) Discounted cash flow Various 22% - 100% (65%)

Auction rate securities (e) 19 Discounted cash flow Modeled from SWMA Index 15% - 90% (65%)

(a) For energy commodities and suction rate securities, the range and weighted average represent the percentage of fair value derived from the
unobservable inputs. for cross-currency swaps, the range and weighted average represent the percentage decrease in fair value due to the unobservable
inputs used in the model to calculate the credit valuation adjustment.

(5) Retail natural gas contracts extend through 2017. $15 million of the fair value is scheduled to deliver within the next 12 months. As the price of
natural gas increases/(decreases), the fair value of the Contracts (decreases)/increases.

(c) Electric contracts extend through 2014. $(3) million ofthe fair value is scheduled to deliver within the next 12 months. As the price of electric
mcreases/(decreases), the fair value of the contracts (decreases)/increases.

(U) Other includes FTR and capacity contracts. The models used to calculate the fair value of these contracts use historical settlement prices and
extrapolation of observable forward curves. lncreases/(decreases) in the historical settled prices or forward prices will (decrease)/increase the fair
value.

(e) Auction rate securities have a weighted average contractual maturity of 24 years. The model used to calculate fair value incorporates significant
assumptions, including the assumptions that the auctions will continue to fail and that the Securities will be held to maturity. As the modeled forward
rates of the SWIvL& Index increase/(decrease), the fair value of the securities increases/(decreases).

(f) Cross-currency swaps extend through 2021. The credit valuation adjustment incorporates projected probabilities of default and estimated recovery
rates. As the credit valuation adjustment increases/(decreases), the fair value of the swaps (decreases)/increases.

Net gains and losses on assets and liabilities classified as Level 3 and included in earnings for the three months ended March
31 are reported in the Statements of income as follows:

2012
Energy Commodities, net

Unregulated Wholesale Net Energy
Retail Electric Energy Trading Energy

and Gas Marketing Margins Purchases
PPL and PPL Enerv Supply
Total gains flosses) included in eamings for the period $ 16 $ 4 $ (I) $ (1)
Change in unrealized gains (losses) relating to positions still held

at the reporting date 46 (18) (1) (5)

2011
Energy Commodities, net

Unregulated Wholesale Net Energy
Retail Electric Energy Trading Energy

and Gas Marketing Margins Purchases
PPL and PPL Enerv Supply
Total gains (losses) included in earnings for the period $ I $ 1 $ (5) $ 4
Change in unrealized gains (losses) relating to positions still held

at the reporting date 1 (1) 19
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(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, oil
and emission allowance 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. Level 2
contracts are valued using quotes obtained from an exchange (where there is insufficient market liquidity to warrant inclusion
in Level 1), binding and non-binding broker quotes, prices posted by ISOs or published tariff rates. Furthermore,
independent quotes are obtained from the market to validate the forward price curves. These 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 contracts 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 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. Contracts
classified as Level 3 represent contracts for which delivery is at a location where pricing is unobservable or the delivery dates
are beyond the dates for which independent quotes are available. To measure the fair value of these contracts, PPL uses
internally developed models that project forward prices. forward transactions, including forward transactions classified as
Level 3, are analyzed by PPLs Risk Management department, which reports to the Chief Financial Officer (CFO).
Accounting personnel, who also report to the CFO, interpret the analysis quarterly to appropriately classify the forward
transactions in the fair value hierarchy. Valuation techniques are evaluated periodically. Additionally, Level 2 and Level 3
fair value measurements include adjustments for credit risk based on PPL’s own creditworthiness (for net liabilities) and its
counterparties’ creditworthiness (for net assets). PPL’s credit department assesses all reasonably available market infonnation
to calculate the credit valuation adjustment.

In certain instances, energy commodity contracts are transferred between Level 2 and Level 3. The primary reasons for the
transfers during 2012 and 2011 were changes in the availability of market infonnation 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.

(PPL, LKE and LG&E)

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

To manage interest rate risk, PPL, LKE and LG&E use interest rate contracts such as forward-starting swaps, floating-to-
fixed swaps and fixed-to-floating swaps. To manage foreign currency exchange risk, PPL uses foreign currency contracts
such as forwards, options and cross-currency swaps that contain characteristics of both interest rate and foreign currency
contracts. An income approach is used 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, market
information cannot practicably be obtained to value credit risk and therefore internal models are relied upon. These models
use projected probabilities of default and estimated recovery rates based on historical observances. ‘When the credit valuation
adjustment is significant to the overall valuation, the contracts are classified as Level 3. The primary reason for the transfers
out of Level 3 for 2012 was the change in the significance of the credit valuation adjustment. Cross-currency swaps
classified as Level 3 are valued by PPL’s Corporate Finance department, which reports to the Cf0. Accounting personnel,
who also report to the Cf0, interpret the analysis quarterly to appropriately classify the contracts in the fair value hierarchy.
Valuation techniques are evaluated periodically.

(PPL and PPL Energy Supply,)

NDT Funds

The market approach is used to measure the fair value of equity securities held iii the NDT funds.

• The fair value measurements of equity securities classified as Level I 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.
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• 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 finn 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 NUT funds at March 31, 2012 have a weighted-average coupon of 4.44% and a weighted-
average maturity of 8.30 years.

Auction Rate Securities

Auction rate securities include Federal Family Education Loan Program guaranteed student loan revenue bonds, as well as
various municipal bond issues. The exposure to realize losses on these securities is not significant.

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. Auction
rate securities are classified as Level 3 because the model used to calculate fair value incorporates significant assumptions.
Auction rate securities are valued by PPL’s Treasury department, which reports to the CFO. Accounting personnel, who also
report to the CFO, interpret the analysis quarterly to appropriately classify the contracts in the fair value hierarchy. Valuation
techniques are evaluated periodically.

Financial Instruments Not Recorded at Fair Value (PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

The carrying amounts of contract adjustment payments related to the Purchase Contract component of the Equity Units and
long-term debt on the Balance Sheets and their estimated fair values are set forth below. The fair values of these instruments
were estimated using an income approach by discounting future cash flows at estimated current cost of funding rates and are
classified as Level 2. The effect of third-party credit enhancements is not included in the fair value measurement.

March 31, 2012 December 31, 2011
Carrying Carrying
Amount Fair Value Amount Fair Value

PPL
Contract adjustment payments (a) S 175 $ 176 $ 198 $ 198
Long-term debt 18,076 19,837 17,993 19,392

PPL Eneray Supply
Long-term debt 3,024 3,420 3,024 3,397

PPL Electric
Long-term debt 1,718 2,014 1,718 2,012

LKE
Long-term debt 4,074 4,338 4,073 4,306

LG&E
Long-termdebt 1,112 1,168 1,112 1,164

KU
Long-term debt 1,842 2,017 1,842 2,000

(a) Reflected in “Other current liabilities” and “Other deferred credits and noncurrent liabilities” on the Balance Sheets.

The canying value of short-tenn debt, when outstanding, represents or approximates fair value due to the variable interest
rates associated with the fmancial instruments and is classified as Level 2. The carrying value of held-to-maturity, short-term
investments at December 31, 2011 approximated fair value due to the liquid nature and short-term duration of these
instruments.
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Credit Concentration Associated with Financial Instruments

(PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

Contracts are entered into with many entities for the purchase and sale of energy. Many of these contracts qualify for NPNS
and, as such, the fair value of these contracts is not reflected in the fmancial 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 to manage credit risk, including master netting arrangements and collateral requirements.

(PFL)

At March 31, 2012, PPL had credit exposure of $3.6 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 $954
million. The top ten counterparties accounted for $460 million, or 48%, of the net exposure and all had investment grade
credit ratings from S&P or Moody’s.

(PPL Energy Stipply)

At March 31, 2012, PPL Energy Supply had credit exposure of $3.6 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 $953 million. The top ten counterparties accounted for $460 million, or 48%, of the net
exposure and all had investment grade credit ratings from S&P or Moody’s.

(PPL Electric)

At March 31, 2012, PPL Electric had no credit exposure under energy supply contracts (including its supply contracts with
PPL EnergyPlus).

(LKE, LG&E and KU)

At March 31, 2012, LKE’s. LG&E’s and KU’s credit exposure was not significant.

14. Derivative Instruments and Hedging Activities

Risk Management Objectives

(PPL, PPL Energy Supply, FPL Electric, LKE, LG&E and KU)

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.

Market Risk

Market risk is the potential loss that may be incurred as a result of price changes associated with a particular fmancial or
commodity instrument. forward contracts, futures contracts, options, swaps and structured deals, such as tolling agreements,
are utilized as part of risk management strategies to minimize unanticipated fluctuations in earnings caused by changes in
commodity prices, volumes of full-requirement sales contracts, basis exposure, interest rates andlor foreign currency
exchange rates. All derivatives are recognized on the Balance Sheets at their fair value, unless they qualify for NPNS.

PPL is exposed to market risk from foreign currency exchange risk primarily associated with its investments in U.K.
affiliates, as well as additional market risk from certain subsidiaries, as described below.

PPL Energy Supply is exposed to market risk from:

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 and gas marketing activities (including full-requirement sales contracts) and
the purchase of fuel and fuel-related commodities for generating assets, as well as for proprietaiy trading activities;
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• interest rate and price risk associated with debt used to finance operations, as well as debt and equity securities in NOT
funds and defined benefit plans; and

• foreign currency exchange rate risk associated with firm commitments in currencies other than the applicable functional
currency.

PPL Electric is exposed to market 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 fuffilling its PLR
obligation. This cost recovery mechanism substantially eliminates PPL Electric’s exposure to market risk. PPL Electric also
mitigates its exposure to volumetric risk by entering into full-requirement supply agreements to serve its PLR customers.
These supply agreements transfer the volumetric risk associated with the PLR obligation to the energy suppliers.

By definition, the regulatory environments for PPL’s other regulated entities, LKE (through its subsidiaries LG&E and KU)
and WPD, sicnificantly mitigate market risk. LG&Es and KU’s rates are set to permit the recovery of prudently incurred
costs, including certain mechanisms for fuel, gas supply and environmental expenses. These mechanisms generally provide
for timely recovery of market price and volumetric fluctuations associated with these expenses. WPD does not have supply
risks in the distribution business.

LG&E also utilizes over-the-counter interest rate swaps to limit exposure to market fluctuations on interest expense. WPD
utilizes over-the-counter cross currency swaps to limit exposure to market fluctuations on interest and principal payments
from foreign currency exchange rates.

Credit Risk

Credit risk is the potential loss that may be incurred 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 fmancial institutions, as well as
additional credit risk through certain of its subsidiaries, as discussed below.

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

LG&E is exposed to credit risk from interest rate derivatives with financial institutions.

The majority of credit risk stems from 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 or better prices as those under the defaulted contracts, PPL Energy Supply would
incur fmancial 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 a supplier of LKE (through its
subsidiaries LG&E and KU) or PPL Electric 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 in place to manage 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

Net derivative positions are not offset against the right to reclaim cash collateral (a receivable) or the obligation to return cash
collateral (a payable) under master netting arrangements.

PPLs and PPL Energy Supply’s obligation to return counterparty cash collateral under master netting arrangements was $213
mi]lion and $147 mil]ion at March 31, 2012 and December 31, 2011.

PPL Electric. LKE and LG&E had no obligation to return cash collateral under master netting arrangements at March 31,
2012 and December 31,2011.
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PPL Energy Supply and PPL Electric had not posted any cash collateral under master netting arrangements at March 31,
2012 and December 31,2011.

PPL, LKE and LG&E had posted cash collateral under master netting arrangements of $27 million at March 31, 2012 and
$29 million at December 31, 2011.

Commodity Price Risk (Non-trading)

(PFL and PPL Energy Supply)

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,
transportationltransmission 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 fmancial 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 fmancial statements until delivery. PPL and PPL Energy
Supply segregate their remaining non-trading activities into two categories: cash flow hedges and economic activity, as
discussed below.

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 AOCI and reclassified into earnings when the forecasted transaction occurs. The cash flow hedges that existed at
March 31, 2012 range in maturity through 2016. At March 31, 2012, the accumulated net unrecognized after-tax gains
(losses) that are expected to be reclassified into earnings during the next 12 months were $341 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 AOCI are reclassified into
earnings once it is determined that the hedge transaction is probable of not occurring. For the three months ended March 31,
2012 and 2011, such reclassifications were insignificant.

For the three months ended March 31, 2012 and 2011, after-tax hedge ineffectiveness associated with energy derivatives was
insignificant.

Certain cash flow hedge positions were dedesignated during the three months ended March 31, 2012. The fair value of the
hedges at December 31, 2011 remained in AOCI because the original forecasted transaction is still expected to occur. A pre
tax gain of $169 million, which represented the change in fair value of these positions during the three months ended March
31, 2012, was recorded as economic activity in “Wholesale energy marketing - Unrealized” on the Statement of Income.

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
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, 2012 range in maturity through 2019.

Examples of economic activity include hedges on sales of baseload generation; 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 electric and 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.

Unrealized activity associated with monetizing certain full-requirement sales contracts was also included in economic activity
during the three months ended March 31, 2012 and 2011.
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The net fair value of economic positions at March 31, 2012 and December 31, 2011 was a net asset (liability) of $516 million
and $(63) million for PPL Energy Supply. The unrealized gains (losses) for economic activity for the three months ended
March 3 1 were as follows.

2012 2011

PPL Energy Supply
Operatrng Revenues

Unregulated retail electric and gas $ 10 $ 4
Wholesale energy marketing 852 57

Operating Expenses
fuel 2 23
Energy purchases (591) 18

The net gains (losses) recorded in “Wholesale energy marketing” resulted primarily from hedges of baseload generation;
certain frill-requirement sales contracts for which PPL Energy Supply did not elect NPNS, from hedge ineffectiveness and
dedesignations, as discussed in “Cash Flow Hedges” above, and from the monetization of certain full-requirement sales
contracts in 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 and from purchase contracts that no longer hedge the full-requirement sales contracts that were
monetized in 2010.

(P?L and PPL Energy Supply)

Commodity 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.

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, marketing activities, and proprietary trading activities. The tables within this section present the volumes of PPL
Energy Supply’s derivative activity, excluding those that quali1 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 7,252 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 sates, in GWh, from competitive baseload generation and tolling arrangements that
are included in the baseload portfolio based on current forecasted assumptions for 2012-2014.

2012(a) 2013 2014

39,733 53,136 53,502

(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, 2012.
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Derivative Total Power fuel Purchases (c)
Year Sates (a) Sales (b) Coal Nuclear

2012(d) 91% 95% 100% 100%
2013 75% 82% 97% 100%
2014(e) 8% 13% 70% 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) Amount represents derivative (including contracts that qualify for NPNS) 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.

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

(d) Represents the balance of the current year.
(e) Volumes for derivative sales contracts that deliver in future periods total 1,635 GWh and 20.2 Bcf.

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. PPL Energy Supply
has also entered into contracts to financially hedge the physical sale of oil. The following table presents the net volumes (in
thousands of barrels) of derivative (sales)/purchase contracts used in support of these strategies at March 31, 2012.

2012 (a) 2013 2014

Oil Swaps 162 285 240

(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 3,256 MW of gas and oil-fired generation. The following table
presents the net volmnes of derivative (sales)/purchase contracts used in support of this strategy at March 31, 2012.

Units 2012 (a) 2013 2014 (b)
Net Power Sales GM/h (2,076) (408)
Net fuel Purchases Cc) Bcf 16.9 2.6 (0.3)

(a) Represents the balance of the runent year.
(b) Volumes for derivative contracts used in support of these strategies that deliver in future periods are insignificant.
(c) Included in these volumes are non-options and exercised option contracts that converted to non-option derivative contracts. Volumes associated with

option contracts are insignificant.

Marketing Activities

PPL Energy Supply’s marketing portfolio is comprised of full-requirement sales contracts and their related supply contracts,
retail natural gas and electricity sales contracts and other marketing activities. 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. The following table presents the
volume of(sales)/purchase contracts, excluding FTRs, RECs, basis and capacity contracts, used in support of these activities
at March 31, 2012.

Units 2012 (a) 2013 2014
Energy sates contracts (b) GWh (10,945) (6,612) (3,261)
Related energy supply contracts (b)

Energypurrhases GWh 7,718 2,873 955
Volumetric hedges (c) GWh 73 80 65
Generation supply GM/h 2,630 3,049 2,234

Retail gas sales contracts Bcf (11.4) (6.0) (1.8)
Retail gas purchase contracts Bcf 11.2 5.8 1.7

(a) Represents the balance of the current year.
(b) Includes NPNS and contracts that are not derivatives, which receive accrual accounting.
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(c) 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 anlount of the option.

Proprietary Trading Activity

At March 31, 2012, PPL Energy Supply’s proprietary trading positions, excluding FTR, basis and capacity contract activity
that is included in the tables below, were insignificant.

Other Energy-Related Positions

FTRs 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 following table represents the net volumes of derivative FIR and basis (sales)/purchase contracts at
March 31, 2012.

Units 2012 (a) 2013 2014
FTRs GWh 7,207
Power Basis Positions (b) GWh (13,316) (8,244) (2,628)
Gas Basis Positions (l) 3d 7.1 (5.2) (4.0)

(a) Represents the balance of the current year.
(b) Net volumes that deliver in future periods are (677) GWh and (40) 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. These contracts qualify for NPNS and receive accrual accounting. PPL Energy Supply also sells and purchases
capacity for proprietary trading purposes. These contracts are marked to fair value through earnings. The following table
presents the net volumes of derivative capacity (sales)/purchase contracts at March 31, 2012.

Units 2012 (a) 2013 2014(b)
Capacity MW-months (7,102) (3,366) (2,578)

(a) Represents the balance of the current year.
(b) Net volumes that deliver in future periods are 989 MW-months.

Interest Rate Risk

(PPL, PPL Energy Supply, LKE and LG&E,)

PPL and its subsidiaries have issued debt to finance their operations, which exposes them to interest rate risk. Various
financial derivative instt-urnents are utilized to adjust the mix of fixed and floating interest rates in their debt portfolio, adjust
the duration of the debt portfolio and lock in benchniark interest rates in anticipation of future fmancing, 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 the debt portfolio due to changes in benchmark interest rates.

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 fmancings. Financial interest rate swap contracts may be entered into to hedge floating interest rate risk
associated with both existing and anticipated debt issuances. For PPL, outstanding interest rate swap contracts ranged in
maturity through 2022 and had a notional value of $175 million at March 31, 2012. PPL Energy Supply had no such interest
rate swap contracts outstanding at March 31, 2012.

PPL WEM holds a notional position in cross-cun’ency interest rate swaps totaling $960 million that mature through 2021 to
hedge the interest payments and principal of its U.S. dollar-denominated senior notes. Additionally, PPL WW holds a notional
position in cross-currency interest rate swaps totaling $302 million that mature through 2028 to hedge the interest payments and
principal of its U.S. dollar-denominated senior notes.
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For the three months ended March 31, 2012 and 2011, hedge ineffectiveness associated with these interest rate derivatives
was insignificant 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 AOCI are reclassified to earnings once it is
determined that the hedge transaction is probable of not occurring. PPL and PPL Energy Supply had no such
reclassifications for the three months ended March 31, 2012 and March 31, 2011.

At March 31, 2012, the accumulated net unrealized after-tax gains (losses) on qualif’ing derivatives that are expected to be
reclassified into earnings during the next 12 months were $(12) million for PPL. Amounts are reclassified as the hedged
interest payments are made.

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, fmancial
contracts may be entered into to hedge fluctuations in the fair value of existing debt issuances due to changes in benchmark
interest rates. At March 31, 2012, PPL held contracts that range in maturity through 2047 and had a notional value of $99
million. PPL Energy Supply did not hold any such contracts at March 31, 2012. PPL and PPL Energy Supply did not
recognize 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 or from hedges of debt issuances that no longer
qualified as fair value hedges for the three months ended March 31, 2012 and 2011.

Economic Activity (PPL, LKE and LG&E)

LG&E enters into interest rate swap contracts that economically hedge interest payments on variable rate debt. Because
realized gains and losses from the swaps, including a terminated swap contract, are recoverable through regulated rates, any
subsequent changes in fair value of these derivatives are included in regulatory assets or liabilities until they are realized as
interest expense. Realized gains and losses are recognized in “Interest Expense” on the Statements of income when the
hedged transaction occurs. At March 31, 2012, LG&E held contracts with a notional amount of $179 million that range in
maturity through 2033. The fair values of these contracts were recorded as liabilities of $53 million and $60 million at
March 31, 2012 and December 31, 2011 with equal offsetting amounts recorded as regulatory assets.

Foreign Currency Risk

(PPL and PPL Energy Supply)

PPL is exposed to foreign currency risk, primarily through investments in U.K. affiliates. In addition, PPL and PPL Energy
Supply may be exposed to foreign currency risk associated with finn commitments in currencies other than the applicable
functional currency.

PPL has adopted a foreign currency risk management program designed to hedge certain foreign currency exposures,
including net investments, firm commitments, recognized assets or liabilities and anticipated transactions. In addition. PPL
enters into financial instruments to protect against foreign currency translation risk of expected earnings.

(FF4)

Net Investment Hedges

PPL enters into foreign currency contracts on behalf of a subsidiary to protect the value of a portion of its net investment in
WPD. The contracts outstanding at March 31, 2012 had a notional amount of55 million (approximately $89 million based
on contracted rates). The settlement dates of these contracts range from June 2012 through September 2012. The fair value
of these contracts at March 31, 2012 and December 31, 2011 was insignificant and $7 million. For the three months ended
March 31, 2012 and 2011, PPL recognized insignificant amounts of net investment hedge gains and losses in the foreign
cutrency translation adjustment component of AOCI. At March 31, 2012, PPL included $17 million of accumulated net
investment hedge gains, after tax, in the foreign currency translation adjustment component of AOCI, compared to $19
million of gains, after-tax, recorded by PPL at December 31, 2011.

Cash Flow Hedges

PPL held no foreign currency derivatives that qualified as cash flow hedges during the three months ended March 31, 2012
and 2011.
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Fair Value Hedges

PPL held no foreign currency derivatives that qualified as fair value hedges during the three months ended March 31, 2012
and 2011.

Economic Activity

PPL enters into foreign currency contracts on behalf of a subsidiary to economically hedge anticipated earnings denominated
in GBP. At March 31, 2012, the total exposure hedged by PPL was £761 million and the net fair value of these positions was
an asset (liability) of $(9) million. These contracts had termination dates ranging from April 2012 through September 2013.
Realized and unrealized gains and (losses) on these contracts are included in “Other Income (Expense) - net” on the
Statements of Income and were $(18) million for the three months ended March 31, 2012. At December 31, 2011, the total
exposure hedged by PPL was £288 million and the net fair value of these positions was a net asset of $11 million. Realized
and unrealized gains and (losses) were insignificant for the three months ended March 31, 2011.

In anticipation of the repayment of a portion of the borrowings under the 2011 Bridge Facility with U.S. dollar proceeds
received from PPL’s April 2011 issuance of common stock and 2011 Equity Units and the issuance of senior notes by PPL
WEM, 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). Realized and unrealized gains and (losses) 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.

Accounting and Reporting

‘PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

All derivative instruments are recorded at fair value on the Balance Sheet as an asset or liability unless they qualify for
NPNS. NPNS contracts for PPL and PPL Energy Supply include full-requirement sales contracts, other physical sales
contracts and certain retail energy and physical capacity contracts, and for PPL Electric include certain full-requirement
purchase contracts and other physical purchase contracts. 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 rate swaps
which are recognized as regulatory assets. See Note 6 for amounts recorded in regulatory assets at March 31, 2012 and
December 31, 2011.

See Notes 1 and 19 in each Registrant’s 2011 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, 2012 December31, 2011
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 S 3 $ I $ 4 S 3 S 3 S 5
Cross-currency swaps 2 2
foreign currency
contracts 1 $ 4 13 7 $ 11

Commodity contracts 120 3.102 2,129 872 3 1.655 1,557
Total current 124 3 3,106 2,146 882 $ 1,666 1,562

Noncurrent:
Price Risk Management

Assets/Liabilities (b):
Interest rate swaps 49 55
Cross-currency swaps 37 24
Commodity contracts 48 1 1,101 1,024 42 2 854 783

Total noncurrent 85 1 1,101 1.073 66 2 854 838
Total derivatives $ 209 S 4 $ 4,207 $ 3,219 $ 948 $ 10 $ 2,520 S 2,400
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(a) $816 million and $237 million of net gains associated with derivatives that were no longer designated as hedging instruments are recorded in AOCI at
March 31, 2012 and December 31, 2011.

(b) Represents the location on the Balance Sheet.

The after-tax balances of accumulated net gains (losses) (excluding net investment hedges) in AOCI were $471 million and
$527 million at March 31, 2012 and December 31, 2011. The after-tax balances of accumulated net gains (losses) (excluding
net investment hedges) in AOCI were $663 million and $695 million at March 31, 2011 and December 31, 2010.

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

Derivatives in
Fair Value fledging

Relationships

Hedged Items in
Fair Value Hedging

Relationships

Location of Gain
(Loss) Recognized

in Income

Gain (Loss) Recognized
in Income on Derivative

2012 2011

Gain (Loss) Recognized
in Income on Related Item

2012 2011

Interest rate swaps Fixed rate debt Interest expense $ $ 1 $ I $ 10

Derivatives Not Designated as
Hedging Instruments:

Location of Gain (Loss) Recognized in
Income on Derivatives

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

(?PL Energy Supply)

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

2012 2011
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 2012 2011 in Income Portion) Testing) Portion) Testing)

Cash Flow Hedges:
Interest rate swaps
Cross-currency swaps

Commodity contracts

Total

Net Investment Hedges:
Foreign currency contracts

$ (4)
(1)

(19)

$ 3 $ 10 Interest expense
12 (25) Interest expense

Other income
(expense) - net

113 84 Wholesale energy
marketing

Depreciation

________________________

Energy purchases
$ 128 $ 69

$ (3)$ (1)

$ (3)$
3

(13)

(1)

272 $ 4 203 (9)

(40) (4) (70) 1
$ 209 $ $ 120 $ (9)

Foreign currency contracts Other income (expense) - net
Interest rate swaps Interest expense
Commodity contracts Unregulated retail electric and gas

Wholesale energy marketing
Net energy trading margins (a)
Fuel
Energy purchases
Total

Derivatives Not Designated as Location of Gain (Loss) Recognized as
Hedging Instruments: Regulatory Liabilities/Assets

Interest rate swaps

2012 2011

$ (18) $ (9)
(2) (2)
22 1

1,343 45
9 7
6 23

(1,070) (55)
$ 290 $ 10

2012 2011

$ 7$ 2Regulatory assets
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March 31, 2012 December 31, 2011
Derivatives designated as Derivatives not designated Derivatives designated as Derivatives not designated

hedging instruments as hedging instruments (a) hedging instruments hedging instruments (a)
Assets Liabilities Assets Liabilities Assets Liabilities Assets Liabilities

Current:
Price Risk Management

Assets/Liabilities (b):
Commodity Contracts $ 120 $ 3,102 $ 2,129 $ 872 $ 3 $ 1,655 $ 1,557

Total current 120 3,102 2,129 $72 3 1,655 1,557

4$ $ 1 1,101 1,024 42 2 $54 783
48 1 1,101 1,024 42 2 854 783

$ 168 $ 1 $ 4.203 $ 3,153 $ 914 $ 5 $ 2,509 $ 2,340

(a) $816 million and $237 million of net gains associated with derivatives that were no longer designated as hedging instruments are recorded in AOCI at
March 31, 2012 and December 31, 2011.

(b) Represents the location on the balance sheet.

The after-tax balances of accumulated net gains (losses) (excluding net investment hedges) in AOCI were $522 million and
$605 million at March 31, 2012 and December 31, 2011. The after-tax balances of accumulatednet 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.

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

Derivatives Not Designated as
Hedging Instruments:

Commodity contracts

Location of Gain (Loss) Recognized in
Income on Derivatives

Unregulated retail electric and gas
Wholesale energy marketing
Net energy trading margins (a)
Fuel
Energy purchases
Total

2012 2011

$ 22 $ 1
1,343 45

9 7
6 23

(1,070) (55)
S 310 $ 21

(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.

(LKE and LG&E,)

The following table presents the fair value and location of derivative instruments recorded on the Balance Sheets.

Noncurrent:
Price Risk Management

Assets/Liabilities (b):
Commodity contracts

Total noncurrent
Total derivatives

2012 2011

Derivative
Relationships

Cash flow Hedges:
Commodity contracts

Total

Gain (Loss) Gain (Loss)
Recognized Recngnized
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

OCI (Effective Portion) Recognized (Effective Effectiveness (Effective Effectiveness
2012 2011 in Income Portion) Testing) Portion) Testing)

$ 113 $ 84 Wholesale energy
marketing

_________________________

Energy purchases
$ 113 $ 84

$ 272 $ 4 $ 203 $ (9)
(40) (4) (70) 1

$ 232 $ S 133 $ (8)
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March 31, 2012 December 31, 2011
Derivatives designated as Derivatives not designated Derivatives designated as Derivatives not designated

hedging instruments as hedging instruments hedging instruments as hedging instruments
Assets Liabilities Assets Liabilities Assets Liabilities Assets Liabilities

Current:
Other Current

Assets/Liabilities (a):
Interest rate swaps $ 4 $ 5

Total current 4 5
Noncurrent:

Price Risk Management
Assets/Liabilities (a):

Interest rate swaps 49 55
Total noncurrent 49 55

Total derivatives $ $ 60

(a) Represents the location on the Balance Sheet.

The following tables present the pre-tax effect of derivative instruments recognized in income or regulatory assets for the
three months ended March 31, 2012 and 2011.

Derivatives Not Designated as Location of Gain (Loss) Recognized in
Hedging Instruments: Income on Derivatives

Interest rate swaps Interest expense
Total

Derivatives Not Designated as Location of Gain (Loss) Recognized as
Hedging Instruments: Regulatory Liabilities/Assets

2012 2011

S (2) $ (2)
S (2)$ (2)

2012 2011

S 7$ 2

Credit Risk-Related Contingent Features (FFL, FPL Energy Supply, LKE and LG&E)

Certain derivative contracts contain credit risk-related contingent provisions which, when in a net liability position, would
permit the counterparties to require the transfer of additional collateral upon a decrease in the credit ratings of PPL, PPL
Energy Supply, LKE and LG&E, or certain of their subsidiaries. Most of these provisions would require the transfer of
additional collateral or permit the countetparty to terminate the contract if the applicable credit rating were to fall below
investment grade. Some of these provisions also would allow the counterpartv 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 on derivative instruments in net liability
positions.

Additionally, certain derivative contracts contain credit risk-related contingent provisions that require “adequate assurance”
of performance be provided if the other party has reasonable grounds for insecurity regarding the performance of PPL’s
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.

At March 31, 2012, the effect of a decrease in credit ratings below investment grade on derivative contracts that contain
credit contingent features and were in a net liability position is summarized as follows.

PPL
PPL Energy Supply LKE LG&E

Aggregate fair value of derivative instruments in a net liability
position with credit contingent provisions $ 168 $ 36 $ 36

Aggregate fair value of collateral posted on these derivative instruments 26 27 27
Aggregate fair value of additional collateral requirements in the event of

a credit downgrade below investment grade (a) 158 9

(a) Includes the effect of net receivables and payables already recorded on the Balance Sheet.

Interest rate swaps Regulatory assets

211 $
53

175

8$



15. Goodwill

(PPL)

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

Kentucky Regulated U.K Regulated Supply Total
PPL
Balance at December 31,2011(a) $ 662 $ 3,032 $ 420 $ 4,114

Effect of foreign currency exchange rates

______________________

47

______________________

47
Balance at March 31, 2012 (a) $ 662 $ 3,079 $ 420 $ 4,161

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

16. Asset Retirement Obligations

(FFL, PPL Energy Supply, LKE, LG&E and KU)

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

PPL
PPL Energy Supply LKE LG&f KU

AROatDecember3l,201l $ 497 S 359 $ 118 $ 57 $ 61
Accretion expense 9 6 2 1
Changes in estimated cash flow or settlement date 2 2
Obligations settled

(4) (4)

______________ ______________
______________

AROatMarch3l,2012 $ 504 $ 363 $ 120 $ 58 S 62

Substantially all of the ARO balances are classified as noncurrent at March 31, 2012 and December 31, 2011.

(PFL, LKE, LG&E and KU)

Accretion and depreciation expense recorded by LG&E and KU is offset with a regulatory credit on the income statement,
such that there is no earnings impact.

(FPL and PPL Energy Supply)

The most significant ARO recorded by PPL and PPL Energy Supply relates to the decommissioning of the Susquehwma
nuclear plant. The accrued nuclear decommissioning obligation was $298 million and $292 million at March 31, 2012 and
December 31, 2011.

Assets in the NDT funds are legally restricted for puoses of settling PPL’s and PPL Energy Supply’s ARO related to the
decommissioning of the Susquehanna plant. The aggregate fair value of these assets was $693 million and $640 million at
March 31, 2012 and December 31, 2011, 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, PPL Energy Supply, LKE and LG&E)

Certain short-term investments and securities held by the NDT funds and auction rate securities are classified 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.

(PFL and PFL Energy Stipply)

The following table shows the amortized cost, the gross unrealized gains and losses recorded in AOCI and the fair value of
available-for-sale securities.
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March 31,2012 December 31, 2011
Gross Gross Gross Gross

Amortized Unrealized Unrealized Amortized Unrealized Unrealized
Cost Gains Losses Fair Value Cost Gains Losses Fair Value

PPL
NDT funds:

Cash and cash equivalents $ 8 S 8 $ 12 $ 12
Equity securities:

U.S. large-cap 177 S 152 329 173 $ 119 292
U.S. mid/small-cap 69 64 133 67 50 117

Debt securities:
U.S. Treaswy 79 8 87 76 10 $6
U.S. government sponsored
agency 9 1 10 9 1 10

Municipality 81 4 S 1 $4 $0 4 S 1 83
Investment-grade corporate 35 3 3$ 35 3 3$
Other 2 2 2 2

Receivables/payabtes,
net

2

___________ ___________

2

___________ ___________ ___________ ___________

Total NDT funds 462 232 1 693 454 187 1 640
Auction rate securities 25

____________

1 24 25

____________

1 24
Total 5 487 5 232 5 2 $ 717 $ 479 $ 187 5 2 $ 664

PPL Energy Supply
N1)T funds:

Cash and cash equivalents S $ S 8 $ 12 S 12
Equity securities:

U.S. large-cap 177 $ 152 329 173 S 119 292
U.S. mid/small-cap 69 64 133 67 50 117

Debt securities:
U.S. Treasury 79 8 87 76 10 86
U.S. government sponsored

agency 9 1 10 9 1 10
Municipality $1 4 $ I 84 80 4 5 1 83
Investment-grade corporate 35 3 38 35 3 38
Other 2 2 2 2

Receivables/payables,
net

2

____________ ____________

2

____________ ____________ ____________ ____________

Total NDT funds 462 232 1 693 454 187 1 640
Auction rate securities 20

___________

1 19 20

___________

1 19
Total $ 482 5 232 5 2 $ 712 $ 474 $ 187 $ 2 $ 659

There were no securities with credit losses at March 31, 2012 and December 31, 2013

The following table shows the scheduled maturity dates of debt securities held at March 31, 2012.

Maturity Maturity Maturity Maturily
Less Than 1-5 5-10 in Excess

1 Year Years Years of 10 Years Total
PPL
Amortized cost $ 9 $ 77 5 64 5 81 S 231
fair value 9 80 70 86 245

PPL Energy Supply
Amortized cost 5 9 $ 77 $ 64 $ 76 5 226
Fair value 9 80 70 81 240

The following table shows proceeds from and realized gains and tosses on sales of available-for-sale securities for the three
months ended March 31.

2012 2011
PPL
Proceeds from sales of NDT securities (a) $ 34 $ 75
Other proceeds from sales 163
Gross realized gains (b) 6 17
Gross realized losses (b) 1 5

PPL Energy Supply
Proceeds from sales of NDT securities (a) 5 34 5 75
Gross realized gains (b) 6 17
Gross realized losses (b) 1 5

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

(PPL, LKE and LG&E)

At December 31, 2010, LG&E held $163 million aggregate principal amount of tax-exempt revenue bonds issued by
Louisville/Jefferson County, Kentucky on behalf of LG&E that were purchased from the remarketing agent in 200$. During
the three months ended March 31, 2011, LG&E received $163 million for its investments in these bonds when they were
remarketed to unaffihiated investors. No realized or unrealized gains (losses) were recorded on these securities, as the
difference between carrying value and fair value was not significant.

12. New Accounting Guidance Pending Adoption

(PPL, PPL Energy Sipply, PPL Electric, LKE, LG&E and KU)

Improving Disclosures about Offsetting Balance Sheet Items

Effective January 1,2013, the Registrants will retrospectively adopt accounting guidance issued to enhance disclosures about
fmancial instruments and derivative instruments that either (1) offset on the balance sheet or (2) are subject to an enforceable
master netting arrangement or similar agreement, irrespective of whether they are offset on the balance sheet.

Upon adoption, the enhanced disclosure requirements are not expected to have a significant impact on the Registrants.
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PPL CORPORATION AND SUBSIDIARIES

Item 2. Managements Discussion and Analysis of Financial Condition and Results of Operations

The following should be read in conjunction with PPL’s Condensed Consolidated financial Statements and the
accompanying Notes and with PPL’s 2011 form 10-K. Capitalized terms and abbreviations are defined in the glossary.
Dollars are in millions, except per share data, unless otherwise noted.

“Management’s Discussion and Analysis of Financial Condition and Results of Operations” includes the following
information:

• “Overview” provides a description of PPL and its business strategy, a summary of Net Income Attributable to PPL
Corporation and a discussion of certain events related to PPL’s results of operations and financial condition.

• “Results of Operations” provides a summary of PPL’s earnings, a review of results by reportable segment and a
description of factors by segment expected to impact future earnings. This section ends with explanations of
significant changes in principal items on PPL’s Statements of Income, comparing the three months ended March 31,
2012 with the same period in 2011.

• “Financial Condition - Liquidity and Capital Resources” provides an analysis of PPL’s liquidity position and credit
profile.

• “Financial Condition - Risk Management” provides an explanation of PPL’s risk management programs relating to
market and credit risk.

Introduction

Overview

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 and retail
energy primarily in the 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 to customers in Kentucky.

PPL’s principal subsidiaries are shown below (* denotes an SEC registrant):

(PPL EnergyPlus
• Performs marketing and

trading activities

LPurchases

fuel

(PPL Generation
• Engages in the

competitive generation of

I electricity, primarily in

I Pennsylvania and
ana

t PPL Corporation* I
I I I

I PPL Global ( PPL Energy Supply* ( PPL Electric*
I• Engages in the regulated I I• Engages in the regulated
I operations of electricity I I transmission and distribution
I distribution businesses in the I I I I of electricity in PennsylvaniaU.K.

U.K. Regulated. Segment

LG&E*
Engages in the regulated
generation, transmission,
distribution and sale of
electricity in Kentucky,
and distribution and sale
of natural gas in Kentucky

Supply Segment Pennsylvania Kentucky Regulated

] Regulated Segment Segment
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Business Strategy

PPL’s overall strategy is to achieve stable, long-term growth in its regulated electricity delivery businesses through efficient
operations and strong customer and regulatory relations, and disciplined optimization of energy supply margins in its energy
supply business while mitigating volatility in both cash flows and earnings. In pursuing this strategy, PPL acquired LKE in
November 2010 and WPD Midlands in April 2011. These acquisitions have reduced PPL’s overall business risk profile and
reapportioned the mix of PPLs 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 energy supply business where earnings and cash flows are subject
to commodity market volatility. The pro forma impacts of the acquisition of WPD Midlands on income from continuing
operations (after income taxes) for the three months ended March 31 are as follows.

2011
Pro forma Actual

Regulated $ 310 59% $ 201 48%
Competitive 216 41% 216 52%

$ 526 $ 417

Note: Pro forma and actual amounts exclude non-recurring items identified in Note 8 to the financial Statements.

Results for periods prior to the acquisition of WPD Midlands are not comparable with, or indicative of, results for periods
subsequent to the acquisition.

With the purchase of WPD Midlands and the related growth of the portion of PPL’s overall earnings translated from British
pounds sterling, the related foreign cuirency risk is more substantial. The U.K. subsidiaries also have currency exposure to
the U.S. dollar associated with their U.S. dollar-denominated debt. To manage these risks, PPL generally uses contracts such
as forwards, options and cross currency swaps that contain characteristics of both interest rate and foreign currency exchange
contracts.

PPL’s strategy for its competitive energy supply business is to optimize the value from its unregulated generation and
marketing portfolio. PPL endeavors to do this by matching energy supply with load, or customer demand, under contracts of
varying durations with creditworthy counterparties to capture profits while effectively managing exposure to energy and fuel
price volatility, counteiparty credit risk and operational risk.

To manage fmancing costs and access to credit markets, a key objective of PPL’s business strategy is to maintain a strong
credit profile. PPL continually focuses on maintaining an appropriate capital structure and liquidity position. In addition,
PPL has adopted financial and operational risk management programs that, among other things, are designed to monitor and
tnanage its exposure to earnings and cash flow volatility related to changes in energy and fuel prices, interest rates,
counterparty credit quality and the operating performance of its generating units.

Financial and Operational Developments

Net Income Attributable to PPL Corporation

Net Income Attributable to PPL Corporation for the three months ended March 31, 2012, was $541 million compared to $401
million for the same period in 2011. an increase of 35%. Net Income Attributable to PPL Corporation by segment was:

Three Months Ended March 31,
2012 2011

Kentucky Regulated $ 42 $ 75
U.K. Regulated (a) 165 55
Pennsylvania Regulated 33 52
Supply 301 219
Net Income Attributable to PPL Corporation $ 541 $ 401

EPS - basic S 0.93 $ 0.82
EPS - diluted S 0.93 $ 0.82
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(a) As a result of the WPD Midlands acquisition on April I, 2011, the U.K. Regulated segment includes WPD Midlands’ results for the three months ended
March 31,2012. PPL consolidates WPD, including WPD Midlands, on a one-month lag. Material intervening events are recognized in the current
period financial statements; events that are significant but not material are disclosed.

The changes in Net Income Attributable to PPL Corporation from period to period were, in part, attributable to certain items
that management considers special. See “Results of Operations” for further discussion of the results of PPL’s business
segments, details of special items and analysis of the consolidated results of operations.

Ironwood Acquisition

In April 2012, an indirect, wholly owned subsidiary of PPL Energy Supply completed the acquisition from a subsidiary of
The AES Corporation of all of the equity interests of AES Ironwood, L.L.C. (subsequently renamed PPL fronwood, LLC)
and AES Prescott, L.L.C. (subsequently renamed PPL Prescott, LLC), which own and operate, respectively, the Ironwood
Facility. The fronwood Facility began operation in 2001 and, since 200$, PPL EnergyPlus has supplied natural gas for the
operation of the Ironwood Facility and received the facility’s full electricity output and capacity value pursuant to a tolling
agreement that expires in 2021. The acquisition provides PPL Energy Supply, through its subsidiaries, operational control of
additional combined-cycle gas generation in PJM. See Note $ to the Financial Statements for additional information.

Equity Forward Contract

In April 2012 PPL made a registered underwritten public offering of 9.9 million shares of its common stock. In conjunction
with that offering, the underwriters exercised an option to purchase an additional 590,880 shares of PPL common stock solely
to cover over-allotments. In coimection with the registered public offering, PPL entered into forward sale agreements with
two counterparties covering the 9.9 million shares of PPL’s common stock. Settlement of these initial forward sale
agreements will occur no later than April 2013. As a result of the underwriters’ exercise of the overallotment option, PPL
entered into additional forward sale agreements covering the additional 590,880 shares of common stock. Settlement of the
subsequent forward sale agreements will occur in July 2013.

PPL will not receive any proceeds or issue any shares of common stock until settlement of the forward sale agreements. PPL
intends to use any net proceeds that it receives upon settlement to repay short-term debt obligations and for other general
corporate purposes.

The forward sale agreements will be classified as equity transactions. As a result, no amounts will be recorded in the
consolidated fmancial statements until the settlement of the forward sale agreements. Prior to those settlements, the only
impact to the fmancial statements will be the inclusion of incremental shares within the calculation of diluted EPS using the
treasury stock method. See “financial Condition - Liquidity and Capital Resources - Long Term Debt and Equity Securities”
for additional information.

Redemption of PPL Electric Preference Stock

In April 2012, PPL Electric gave notice that it had elected to redeem all 2.5 million shares of its 6.25% Series Preference
Stock, par value $100 per share, on June 18, 2012. The price to be paid for the redemption is the par value, without premium
($250 million in the aggregate). The Preference Stock is reflected on PPL’s Balance Sheets in “Noncontrolling Interests.”

Bankruptcy of SMGT

In October 2011, SMGT, a Montana cooperative and purchaser of electricity under a long-term supply contract with PPL
EnergyPlus expiring in June 2019 (SMGT Contract), filed for protection under Chapter 11 of the U.S. Bankruptcy Code in
the U.S. Bankruptcy Court for the District of Montana. At the time of the bankruptcy filing, SMGT was PPL EnergyPlus’
largest unsecured credit exposure.

The SMGT Contract provided for fixed volume purchases on a monthly basis at established prices. Pursuant to a court order
and subsequent stipulations entered into between the SMGT bankruptcy trustee and PPL EnergyPlus, since the date of its
Chapter 11 filing through January 2012. SMGT continued to purchase electricity from PPL EnergyPlus at the price specified
in the SMGT Contract, and made timely payments for such purchases, but at lower volumes than as prescribed in the SMGT
Contract. In January 2012, the trustee notified PPL EnergyPlus that SMGT would not purchase electricity under the SMGT
Contract for the month of February. In March 2012. the U.S. Bankruptcy Court for the District of Montana issued an order
approving the request of the SMGT bankruptcy trustee and PPL EnergyPlus to terminate the SMGT Contract. As a result,
the SMGT Contract was terminated effective April 1,2012, allowing PPL EnergyPlus to resell the electricity previously
contracted to SMGT under the SMGT Contract to other customers.
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PPL EnergyPlus’ receivable under the SMGT Contract totaled approximately $22 million at March 31, 2012, which has been
fully reserved. No assurance can be given as to the collectability of the receivable.

At this time, PPL Energy Supply cannot predict the prices and other terms on which it will be able to market to third parties

the power that SMGT will not purchase from PPL EnergyPlus due to the termination of the SMGT Contract.

Tax Litigation

In 1997, the U.K. imposed a Windfall Profits Tax (WPT) on privatized utilities, including WPD. PPL filed its tax returns for

years subsequent to its 1997 and 199$ claim for refund on the basis that the U.K. WPT was creditable. In September 2010, the
U.S. Tax Court (Tax Court) ruled in PPL’s favor in a dispute with the IRS, concluding that the U.K. WPT is a creditable tax for
U.S. tax purposes. As a result, and with fmalization of other issues, PPL recorded a $42 million tax benefit in 2010. Tn January

2011, the IRS appealed the Tax Court’s decision to the U.S. Court of Appeals for the Third Circuit (Third Circuit). In December
2011, the Third Circuit issued its opinion reversing the Tax Court’s decision, holding that the U.K. WPT is not a creditable tax.

As a result of the Third Circuit’s adverse determination, PPL recorded a $39 million expense in the fourth quarter of 2011. In
february 2012, PPL filed a petition for rehearing of the Third Circuit opinion. hi March 2012, the Third Circuit denied PPL’s
petition. PPL is considering whether to file a petition for a writ of certiorari with the U.S. Supreme Court.

Pending Bluegrass CTs Acguisition and NGCC Construction

In September 2011, LG&E and KU filed a CPCN with the KPSC requesting approval to build a 640 MW NGCC at the

existing Cane Run plant site. In conjunction with this request and to meet new, stricter EPA regulations, LG&E and KU
anticipate retiring six older coal-fired electric generating units. These units are located at the Cane Run, Green River and
Tyrone plants, which have a combined summer rating of 797 MW. LG&E and KU also requested approval to purchase the
Bluegrass CTs, which are expected to provide up to 495 MW of peak generation supply. In November 2011, LG&E and KU
filed an application with the FERC under the Federal Power Act requesting approval to purchase the Bluegrass CTs.

LG&E and KU anticipate that the NGCC construction and the acquisition of the Bluegrass CTs could require up to $800
million (comprised of up to $300 million for LG&E and up to $500 million for KU) in capital costs including related
transmission projects. formal requests for recovery of the costs associated with the NGCC construction and the acquisition of
the Bluegrass CTs were not included in the CPCN filing with the KPSC but are expected to be included in future rate
proceedings. In May 2012, the KPSC issued an order approving the request to build the NGCC and purchase the Bluegrass

CTs. Also, on May 4, 2012, the fERC issued an order conditionally authorizing the acquisition of the Bluegrass CTs, subject to
implementation of satisfactory mitigation measures to address market-power concerns. FERC approval of the proposed
mitigation measures is required. LG&E and KU are reviewing the order’s conditions and their impact on the closing conditions

under the Bluegrass CTs purchase contract, as well as other regulatory, operational and economic aspects of the transaction. See
Notes 6 and 8 to the Financial Statements for additional information.

Regional Transmission Line Expansion Plan

PPL Electric has experienced delays in obtaining necessary National Park Service (NPS) approvals for the Susquehanna
Roseland transmission line and anticipates a delay of the line’s in-service date to 2015. In March 2012, the NPS mmouriced

that the route proposed by PPL Electric and PSE&G, previously approved by the Pennsylvania and New Jersey public utility

commissions, is the preferred route for the line under the NPS’s National Environmental Policy Act review. The NPS has

stated that it expects to issue its record of decision in October 2012. An appeal of the New Jersey Board of Public Utilities

approval of the line is pending before the New Jersey Superior Court Appellate Division. PPL Electric cannot predict the

ultimate outcome or timing of the NPS approval or any further legal challenges to the project. PJM has developed a strategy

to manage potential reliability problems until the line is built. PPL Electric cannot predict what additional actions, if any,
PJlvl might take in the event of further delay to its scheduled in-service date for the new line. See Note 8 in PPL’s 2011 form

10-K for additional information.

Ofgem Review of Line Loss Calculation

WPD has a $173 million liability recorded at March 31, 2012 compared with $170 million at December 31, 2011, calculated

in accordance with Ofgem’s accepted methodology, related to the close-out of line losses for the prior price control period.

DPCR4. Ofgem is currently consulting on the methodology used to calculate the final line loss incentive/penalty for the

DPCR4. In October 2011, Ofgem issued a consultation paper citing two potential changes to the methodology, both of which

would result in a reduction of the liability. In March 2012, Ofgem issued a decision regarding the preferred methodology and

in April 2012 WPD submitted further data as requested by Ofgem. PPL cannot predict the outcome of this matter, but

expects resolution to occur before the end of 2012.
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Results of Operations

The following discussion provides a review of results by reportable segment and a description of factors by segment 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, 2012 with the same
period in 2011.

On April 1, 2011, PPL completed its acquisition of WPD Midlands. As a result, the results of operations of WPD Midlands
are included in PPL’s results for the three months ended March 31, 2012, with no comparable amounts for the same period in
2011. When discussing PPL’s results of operations for 2012 compared with 2011, the results of WPD Midlands are isolated
for purposes of comparability. WPD Midlands’ results are included within the U.K. Regulated segment (formerly the
International Regulated segment, renamed in 2012). See Note $ to the financial Statements for additional information
regarding the acquisition.

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

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 U.K. foreign currency exchange
rate.

Segment Results

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.

Net Income Attributable to PPL Corporation includes the following results:

Three Months Ended March 31,
2012 2011 %Change

Utility revenues $ 705 S 766 (8)
Fuel and energy purchases 287 322 (11)
Other operation and maintenance 206 181 14
Depreciation $6 $1 6
Taxes, other than income 11 9 22

Total operating expenses 590 593 (1)
Other Income (Expense) - net (3) (1) 200
Interest Expense (a) 55 54 2
Income Taxes 15 43 (65)
Net Income Attributable to PPL Corporation $ 42 $ 75 (44)

(a) Includes allocated interest expense of $17 million in 2012 and $18 million in 2011 related to the 2010 Equity Units and interest rate swaps.

The changes in the components of the Kentucky Regulated segments results between these periods were due to the following
factors, which are adjusted for certain items that management considers special. See additional detail of these special items
in the table below.

Kentucky Gross Margins $ (2$)
Other operation and maintenance (22)
Depreciation (4)
Taxes, other than income (2)
Other Income (Expense) - net (2)
Interest Expense (1)
Income Taxes 22
Special Items, after-tax 4
Total $ (33)

96



• See “Statement of Income Analysis - Margins - Changes in Non-GAAP Financial Measures” for an explanation of
Kentucky Gross Margins.

• Higher other operation and maintenance expense due to $11 million of higher steam maintenance costs primarily
resulting from an increased scope of scheduled plant outages, a $6 million credit to establish a regulatory asset recorded
in the first quarter of 2011 related to 2009 storm costs and $3 million of higher storm restoration and vegetation
management costs.

• Lower income taxes primarily due to the change in pre-tax income.

The following after-tax amounts, which management considers special items, also impacted the Kentucky Regulated
segment’s results.

Income Statement Three Months Ended March 31,
Line Item 2012 2011

Special items gains (losses), net of tax (expense) benefit:
LKE acquisition-related adjustments:

Net operating loss canyforward and other tax related adjustments Income Taxes and Other O&M $ 4
Total $ 4

Outlook

Excluding special items. PPL projects lower segment earnings in 2012 compared with 2011, primarily driven by higher
operation and maintenance expense and higher depreciation, which are expected to be partially offset by higher margins.

Earnings in 2012 are subject to various risks and uncertainties. See “Forward-Looking Information,” the rest of this Item 2,
and Notes 6 and 10 to the Financial Statements in this Form 10-Q and “Item 1. Business” and “Item IA. Risk Factors” in
PPL’s 2011 Form 10-K for a discussion of the risks, uncertainties and factors that may impact future earnings.

U.K. Regulated Segment

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

Net Income Attributable to PPL Corporation includes the following results:

Three Months Ended March 31,
2012 2011 %Cliange

Utility revenues $ 22$ $ 216 6
Energy-related businesses 10 9 11

Total operating revenues 238 225 6
Other operation and maintenance 55 42 31
Depreciation 31 30 3
Taxes, other than income 14 13 8
Energy-related businesses 5 4 25

Total operating expenses 105 89 18
Other Income (Expense) - net (21) (1) 2,000
Interest Expense (a) 47 40 18
income Taxes 19 21 (10)
WPD Midlands, after-tax (b) 123 n/a
WPD Midlands acquisition-related costs, net of tax (4) (19) (79)
Net Income Attributable to PPL Corporation S 165 S 55 200

(a) 2012 includes allocated interest expense of $12 million related to the 2011 Equity Units.
(b) Represents the operations of WPD Midlands for the three months ended March 31, 2012 including revenue from extemal customers of $324 million

(pre-tax). This amount excludes acquisition-related costs incurred by WPD Midlands.

The changes in the components of the U.K. Regulated segment’s results between these periods were due to the following
factors, which are adjusted for certain items that management considers special. See additional detail of these special items
in the table below. The amounts for PPL WW are presented on a constant U.K. foreign cunency exchange rate basis in order
to isolate the impact of the change in the exchange rate.
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PPL WW
Utility revenues

$ 15Other operation and maintenance (10)Interest expense
4Other

(2)Income taxes
(2)WPD Midlands, after-tax 124U.S.

Interest expense and other (18)Income taxes
(3)Special items
2

Total
$ 110

PPL WW

• Higher utility revenues due to $36 million from a price iiicrease in April 2011, partially offset by $13 million from lower
volumes resulting from the downturn in the economy and weather, and $7 million of lower regulatory recovery due to a
charge to income from an estimated over-recovery position in 2012, compared to a credit to income in 2011.

• Higher other operation and maintenance expense due to $5 million of higher pension expense resulting from higher
amortization of prior period actuarial losses.

U.S.

• Higher U.S. interest expense and other due to $12 million of higher interest expense as a result of the 2011 Equity Units
issued to fmance the WPD Midlands acquisition.

The following after-tax amounts, which management considers special items, also impacted the U.K. Regulated segments
results.

Income Statement Three Months Ended Mardi 31,
Line Item 2012 2011

Special items gains (losses), net of tax (expense) benefit:
Foreign currency-related economic hedges, net of tax of $7, $1 (a) Other liicorne-net $ (14) $ (1)WPD I\’Udlands acquisition-related adjustments;

2011 Bridge Facility costs, net of tax of $0, $2 (b) Interest Expense (5)Net hedge losses, net of tax of $0, $3 (c) Other Income-net (4)Separation benefits, net of tax of $2, $0 (d) Other O&M (4)
Other acquisition-related Costs, net of tax of SO, SI (e) Other Income-net (10)

Total
$ (18) S (20)

(a) Represents unrealized gains (losses) on contracts that economically hedge anticipated earnings denominated in GBP.
(b) Represents amortization of fees incurred in connection with establishing the 2011 Bridge facility.
(c) Primarily represents umealized losses on foreign currency economic hedges associated with the repayment of the 2011 Bridge Facilit.
(d) Represents severance compensation expense for employees separating from the WPD Midlands companies as a result of a reorganization to transitionthe WPD Midlands companies to the same operating structure as WPD (South West) and WPD (South Wales).
(e) Represents advisory, accounting and legal fees.

Outlook

Excluding special items, PPL projects higher segment earnings in 2012 compared with 2011, primarily driven by four
additional months of earnings from the WPD Midlands businesses and higher electricity delivery revenue. Partially
offsetting these positive earnings drivers are higher income taxes, higher operation and maintenance expense, higher
depreciation, higher fmancing costs and a less favorable currency exchange rate.

Earnings in 2012 are subject to various risks and uncertainties. See “Forward-Looking Information,” the rest of this item 2,
and Notes 6 and 10 to the financial Statements in this Form 10-Q and “Item 1. Business” and “Item lA. Risk Factors” in
PPL’s 2011 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.

Net Income Attributable to PPL Corporation includes the following results:
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Three Months Ended March 31,
2012 2011 %Change

Operating revenues
External $ 457 S 554 (18)
Intersegment 1 4 (75)
Total operating revenues 458 558 (18)

Energy purchases
External 153 251 (39)
Intersegment 21 6 250

Other operation and maintenance 140 130 $
Depreciation 39 33 18
Taxes, other than income 26 35 (26)

Total operating expenses 379 455 (17)
Other Income (Expense) - net 2 n/a
Interest Expense 24 24
Income Taxes 20 23 (13)
Net Income 37 56 (34)
Net Income Anjibutable to Noncontrol]ing Interests 4 4

______________

Net Income Attributable to PPL Corporation $ 33 $ 52 (37)

The changes in the components of the Pennsylvania Regulated segment’s results between these periods were due to the
following factors.

Pennsylvania gross delivery margins S (13)
Other operation and maintenance (6)
Depreciation (6)
Other 3
Income Taxes 3
Total $ (19)

• See “Statement of Income Analysis - Margins - Changes in Non-GAAP financial Measures” for an explanation of
Pennsylvania Gross Delivery Margins.

• Higher other operation and maintenance expense due to $3 million of higher payroll related costs, $3 million of higher
support group costs and $2 million of higher vegetation management costs, partially offset by $5 million of lower PUC
reportable storm costs.

• Higher depreciation expense due to a $5 million depreciation impact from PP&E additions, primarily related to the
ongoing efforts to maintain and enhance the reliability of the delivery system, including the replacement of aging
infrastructure.

• Lower income taxes primarily due to lower pre-tax income, which reduced income taxes by $9 million, partially offset
by $4 million of benefits recorded in 2011 related to Pennsylvania Department of Revenue interpretive guidance on
bonus depreciation.

Outlook

Excluding special items, PPL projects lower segment earnings in 2012 compared with 2011, primarily driven by higher
operation and maintenance expense, higher depreciation, and lower distribution revenue, which are expected to be partially
offset by higher transmission revenue and lower fmancing costs.

In March 2012, PPL Electric filed a request with the PUC to increase distribution rates by approximately $105 million. The
PUC’s review of the distribution rate increase is expected to take about nine months. The proposed distribution revenue rate
increase would result in a 2.9% increase over PPL Electric’s present rates and would be effective January 1, 2013. PPL
Electric cannot predict the outcome of this proceeding.

Earnings in 2012 are subject to various risks and uncertainties. See “forward-Looking Information,” the rest of this Item 2,
and Notes 6 and 10 to the Financial Statements in this form 10-Q and “Item 1. Business” and “Item 1A. Risk Factors’ in
PPL’s 2011 form 10-K for a discussion of the risks, uncertainties and factors that may impact future earnings.
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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.

Net Income Attributable to PPL Corporation includes the following results:

Three Mouths Ended March 31,
2012 2011 %Cliange

Energy revenues
External (a) $ 2,290 $ 1,253 83
Intersegment 21 6 250Energy-related businesses 98 112 (13)
Total operating revenues 2,409 1,371 76

Fuel and energy purchases
External (a) 1,458 555 163Intersegment I

Other operation and maintenance 24$ 233 6Depreciation 72 64 13
Taxes, other than income 1$ 16 13
Energy-related businesses 97 109 (11)

Total operating expenses 1,894 97$ 94
Other Income (Expense) - net 5 15 (67)Other-Than-Temporary tmpairments 1 (100)Interest Expense 48 49 (2)Income Taxes 171 142 20
Income (Loss) from Discontinued Operations

______________

3 (100)
Net Income Attributable to PPL Corporation $ 301 $ 219 37

(a) Includes the 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 changes in the components of the Supply segment’s results between these periods were due to the following factors,
which are adjusted for certain items that management considers special. See additional detail of these special items in the
table below.

Unregulated gross energy margins $ (87)Other operation and msintenance (11)Depreciation
(8)Other Income (Expense) - net (10)

Other
(2)Income Taxes
65Discontinued operations, after-tax - excluding certain revenues and expenses included in margins 3Special items, after-tax 132

Total
$ 82

• See “Statement of Income Analysis - Margins - Changes in Non-GAAP Financial Measures” for an explanation of
Unregulated Gross Energy Margins.

• Higher other operation and maintenance expense due to $6 million of higher costs at the Susquehanna plant due to a
combination of higher payroll-related costs, contractor costs and timing of projects, and $4 million of higher expenses at
PPL EnergyPlus due primarily to payroll-related costs.

• Higher depreciation expense due to the depreciation impact of higher PP&E additions.

• Lower other income (expense) primarily due to $6 million of lower NUT fund earnings.

• Lower income taxes due to lower pre-tax income which reduced income taxes by $41 million, an $11 million benefit
from a state tax rate adjustment recorded in 2012, and $11 million of Pennsylvania net operating loss valuation
allowances recorded in 2011, driven primarily by the impact of bonus depreciation.

The following after-tax amounts, which management considers special items, also impacted the Supply segment’s results.
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Special items gains (losses), net of tax (expense) benefit:
Adjusted energy-related economic activity, net, net of tax of ($102), ($12)
Impairments:

Emission allowances, net of tax of $0, $0
Renewable energy credits, net of tax of $0, $1
Adjustments - nuclear decommissioning trust investments, net of tax of($l), (SI)

LKE acquisition-related adjustments:
Sale of certain non-core generation facilities, net of tax of $0, ($1)

Other:
Counterpatsy bankruptcy, net of tax of $5, $0 (b)
Ash basin leak remediation adjustment, net of tax of($l), $0

Total

Income Statement Three Months Ended March 31,
Line Item 2012 2011

(a) $ 150 $

Other O&M
Other O&M
Other Income-net

Disc. Operations (I)

Other O&M (6)
Other O&M 1

__________

$ 146 S 14

(a) See ‘Reconciliation of Economic Activity” below.
(b) In October 2011, a wholesale customer, SMGT, filed for bankruptcy protection under Chapter 11 of the U.S. Bankruptcy code. PPL EnergyPlus

recorded an allowance for unpaid amounts under the long-term power contract. In March 2012, the U.S. Bankruptcy Court for the District of Montana
approved the request to terminate the contract, effective April 1, 2012.

Reconciliation ofEconomic 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.”

Operating Revenues
Unregulated retail electric and gas
Wholesale energy marketing

Operating Expenses
Fuel
Energy Purchases

Energy-related economic activity (a)
Option premiums (b)
Adjusted energy-related economic activity
Less: Economic activity realized, associated with the monetization of certain
full-requirement sales contracts in 2010

Adjusted energy-related economic activity, net, pre-tax

Adjusted energy-related economic activity, net, after-tax

Three Months Ended March 31,
2012 2011

$ 10 $
852

2
(591)
273

4
57

23
1$

102

____________________

5
273 107

21 78
S 252 $ 29

$ 150 S 17

(a) See Note 14 to the Financial Statements for additional information.
(b) Adjustment for the net deferral and amortization of option premiums over the delivery period of the item that was hedged or upon realization. Option

premiunis are recorded fr’ Wholesale energy marketing - Realized” and “Energy purchases - Realized” on the Statements of Income.

Outlook

Excluding special items, PPL projects lower segment earnings in 2012 compared with 2011. The decrease is primarily driven
by lower energy margins as a result of lower energy and capacity prices and higher fuel costs, higher operation and
maintenance expense and higher depreciation, which are expected to be partially offset by higher baseload generation.

Earnings in 2012 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 I0-Q and “Item 1. Business” and “Item IA. Risk factors” in PPL’s 2011
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 Margins,” “Pennsylvania Gross Delivery Margins” and “Unregulated Gross Energy
Margins.” These measures are not intended to replace “Operating Income.” which is detennined in accordance with GAAP,

17

(I)
(2)
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as an indicator of overall operating performance. Other companies may use different measures to analyze and to report on
the results of theft operations. 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 the Kentucky Regulated, Pennsylvania Regulated and Supply segment operations, analyze each
respective segment’s actual results compared with budget and, in certain cases, to measure certain corporate fmancial goals
used in determining variable compensation.

PPL’s three non-GAAP fmancial measures include:

• “Kentucky Gross Margins” is a single fmancial 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. Certain
costs associated with these mechanisms, primarily ECR and DSM, are recorded as “Other operation and maintenance”
expense and the depreciation associated with ECR equipment is recorded as “Depreciation” expense. These mechanisms
allow for recovery of certain expenses, returns on capital investments and performance incentives. As a result, this
measure represents the net revenues from the Kentucky Regulated segment’s operations.

• “Pennsylvania Gross Delivery Margins” is a single fmancial performance measure of the Pennsylvania Regulated
segment’s electric delivery operations, which includes transmission and distribution activities. In calculating this
measure, utility revenues and expenses associated with approved recovery mechanisms, including energy provided as a
PLR, are offset with minimal impact on earnings. Costs associated with these mechanisms are recorded in “Energy
purchases,” “Other operation and maintenance” expense, which is primarily Act 129 costs, and in “Taxes, other than
income,” which is primarily gross receipts tax. This performance measure includes PLR energy purchases by PPL
Electric from PPL EnergyPlus, which are reflected in “PLR intersegment utility revenue (expense)” in the table below.
As a result, this measure represents the net revenues from the Pennsylvania Regulated segment’s electric delivery
operations.

• “Unregulated Gross Energy Margins” is a single fmancial performance measure of the Supply segment’s competitive
energy non-trading and trading activities. In calculating this measure, the Supply segment’s energy revenues, which
include operating revenues associated with certain Supply segment businesses that are classified as discontinued
operations, are offset by the cost of fuel, energy purchases, certain othet operation and maintenance expenses, primarily
ancillary charges, gross receipts tax, which is recorded in Taxes, other than income,” and operating expenses associated
with certain Supply segment businesses that are classified as discontinued operations. 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,
which are reflected in “PLR intersegment utility revenue (expense)” in the table below. PPL excludes from “Unregulated
Gross Energy Margins” the Supply segment’s adjusted 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’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.

Reconciliation of Non-GAAP Financial Measures

The following table reconciles “Operating Income” to PPL’s three non-GAAP fmancial measures for the three months ended
March 31.
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2012 2011
Unregulated Unregulated

Kentucky PA Gross Gross Kentucky PA Gross Gross
Gross Delivery Energy Operating Gross Delivery Energy Operating

Margins Margins Margins Other (a) Income (b) Margins Margins Margins Other (a) Income (b)
Operating Revenues
Utility $ 705 $ 457 $ 552 (c) $ 1,714 $ 766 $ 554 $ 216 (c) $ 1,536
PLR intersegment utility
revenue (expense) (d) (21) $ 21 (6) $ 6

Unregulated retail
electric and gas 214 9 (g) 223 143 4 147

Wholesale energy marketing
Realized 1,204 4 (e) 1,208 1,022 16 fe) 1,038
Unrealized economic
activity $52 (f) $52 57 (1) 57

Net energy trading margins $ $ 11 11
Energy-related businesses 107 107 121 121

TotalOperatingRevenues 705 436 1,447 1,524 4,112 766 54$ 1,182 414 2.910

Operating Expenses
fuel 213 214 (3)(g) 424 215 284 (24)(g) 475
Energy purchases

Realized 74 153 636 20 (e) $83 107 251 227 86 (e) 671
Unrealized economic

activity 591 (1) 591 (18) (f) (1$)
Other operation and
maintenance 22 22 4 658 706 21 18 4 540 583

Depreciation 13 251 264 12 196 208
Taxes, other than income 25 $ 58 91 33 7 33 73
Energy-related businesses 102 102 113 113
Intercompany eliminations (1) 1 (4) 1 3

Total Operating Expenses 322 199 863 1,677 3,061 355 298 523 929 2,105
Discontmtied operations 12 (12) (h)

Total $ 383 $ 237 $ 584 $ (153) S 1,051 S 411 $ 250 S 671 $ (527) $ $05

(a) Represents amounts that are excluded from Margins.
(b) As reported on the Statement of Income.
(c) Primarily represents WPD’s utility revenue.
(d) Primarily related to PLR supply sold by PPL EnergyPlus to PPL Electric.
(e) Represents energy-related economic activity as described in” Commodity Price Risk (Non-trading) - Economic Activity within Note 14 to the

Financial Statements. The three montlts ended March 31, 2012, includes a net pre-tax loss of $21 million related to the monetization of certain full-
requirement sales contracts. The three months ended March 31, 2011 includes a net pre-tax gain of $5 million related to the amortization of option
premiums and a net pee-tax loss of $78 million related to the monetization of certain full-requirement sales contracts.

(0 Represents energy-related economic activity, which is subject to fluctuations in value due to market price volatility, as described in” Commodity Price
Risk (Non-trading) - Economic Activity” within Note 14 to the Financial Statements.

(g) Includes economic activity as described in’ Commodity price risk (Non-trading) - Economic Activity” within Note 14 to the Financial Statements.
(h) Represents the net of certain revenues and expenses associated with certain businesses that are classified as discontinued operations. These revenues

and expenses are not reflected in’ Operating Income” on the Statements of Income.

Changes in Non-GAAP Financial Measures

The following table shows PPL’s three non-GAAP fmaricial measures for the three months ended March 31. as well as the
change between periods. The factors that gave rise to the changes are described below the table.

2012 2011 Change

Kentucky Gross Margins $ 383 $ 411 $ (28)

PA Gross Delivery Margins by Component
Distribution $ 189 $ 208 $ (19)
Transmission 4$ 42 6

Total $ 237 $ 250 $ (13)

Unregulated Gross Energy Margins by Region
Non-trading

Eastern U.S. $ 489 S 578 $ (89)
Western U.S. 87 82 5

Net energy trading $ II (3)
Total S 584 $ 671 $ (87)
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Kentucky Gross Margins

Lower Kentucky gross margins due to $23 million of lower retail electric margins as volumes were impacted by
unseasonably mild weather in the first quarter of 2012 as total heating degree days decreased by 26%.

Pennsylvania Gross Delivety Margins

Distribution

Margins decreased as weather had an unfavorable impact of $16 million on base distribution revenues.

Transmission

Margins increased primarily due to increased investment in plant and the recovery of additional costs through the FERC
formula-based rates.

Unregulated Gross Energy Margins

Eastern U.S.

The changes in Eastern U.S. non-trading margins for the three months were:

Baseload energy and capacity (a) $ ($2)
Margins on the intermediate and peaking units (b) (22)
Impact of non-core generation facilities sold in the first quarter of 2011 (12)
Higher nuclear fisel prices (5)
Full-requirement sales contracts (5)
Gas optimization and storage (5)
Margins from retail electric business 7
Net coal and hydroelectric unit availability (c) 10
Nuclear generation volume (d) 25

$ ($9)

(a) Energy prices and capacity prices were lower in 2012.
(b) Capacity prices were lower in 2012.
(c) Coal unit availability was higher in 2012 compared to 2011, however, volumes were lower ass result of economic reductions.
(d) Volumes were higher due to an unplanned outage in March 2011 and an uprate in the third quarter of 2011.

Western U.S.

Non-trading margins were $13 million higher due to higher net wholesale prices, partially offset by $7 million of lower
wholesale volumes.

Utility Revenues

The increase (decrease) in utility revenues was due to:

Three Months Ended
March 31, 2072 vs. March 37, 2011

Domestic:
PPL Electric (a)

Transmission rate base $ 6
Revenue related to delivery

Price 14
Volume (b) (2$)

Revenue related to PLR energy supply (c) (89)
Total PPL Electric (97)

LKE
Price(d) 10
Volume (e) (78)
Other 7
Total LKE (61)

Total Domestic (158)
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Three Months Ended
March 31, 2012 vs. March 31, 2011

U.K.
PPL WW

Price(f) 36
Volume(g) (13)
Recovery of allowed revenues (h) (7)
Other (4)
Tota1PPLWW 12

WPD Midlands (i) 324
Total U.K. 336

Total $ 17$

(a) See “Pennsylvania Gross Delivery Margins” for further information.
(b) Unseasonably mild weather had a $16 million unfavorable impact on volume.
(c) These changes in revenue had a minimal impact on earnings as the cost of supplying this energy as a PLR is passed through to the customer with no

additional mark-up. These revenues are offset primarily with energy purchases in” Pennsylvania Gross Delivery Margins.”
(d) Primarily due to an increase in the price of recoverable flue] costs. This change in revenue had a minimal impact on earnings as this revenue is offset

primarily with fuel costs in “Kentucky Gross Margins.”
(e) Primarily due to lower volumes resulting from unseasonably mild weather. This change in revenue is partially offset by a reduction in fuel costs and

energy purchases in”Kentucky Gross Margins.”
(f) Due to a price increase effective April 1,2011.
(g) Primarily due to the downturn in the economy and weather.
(Ii) Primarily due to an estimated over-recovery position in 2012, compared to a credit to income in 2011.
(i) There are no comparable amounts in the 2011 period as WPD Midlands was acquired in April 2011.

Other Operation and Maintenance

The increase (decrease) in other operation and maintenance expense was due to:

Three Months Ended
March 31, 2012 vs. March 31, 2011

Domestic:
Uncollectible accounts (a) $ 14
Susquehaima nuclear plant costs 6
Stock based compensation 8
Pension and other postretirement benefit costs 5
LKE steam maintenance plant costs (b) 11
LKE storm costs (c) 6
Other 6

U.K.:
PPLWW(d) 10
WPD Midlands (e) 57

Total $ 123

(a) In October 2011, SMGT filed for bankruptcy protection under Chapter 11 of the U.S. Bankruptcy Code, This increase primarily reflects an $11 million
increase to a reserve on unpaid amounts.

(b) Increase primarily due to Steam maintenance costs, resulting from an increased scope of scheduled outages.
(c) A $6 million credit to establish a regulatory asset was recorded in the first quarter of 2011 related to 2009 storm costs.
(d) Increase includes $5 million of higher pension expenses resulting from the amortization of prior period actuarial losses,
(e) ‘There are no comparable amounts in the 2011 period as WPD Midlands was acquired in April 2011.

Depreciation

The increase (decrease) in depreciation expense was due to:

Three Months Ended
March 31, 2012 vs. March 31, 2011

Additions to PP&E $ 20
WPD Midlands (a) 36
Total $ 56

(a) There are no comparable amounts in the 2011 period as WPD Midlands was acquired in April 2011.

Taxes, Other Than Income

The increase (decrease) in taxes, other than income was due to:
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Three Months Ended
March 31, 2012 vs. March 31, 2011

Pennsylvania gross receipts tax (a) $ (7)
WPD Midlands (b) 22
Other 3
Totat $ 18

(a) Primarily due to a decrease in taxable electric revenues. This tax is included in “Unregulated Gross Energy Margins” and Pennsylvania Gross
Delivery Margins.

(b) There are no comparable amounts in the 2011 period as WPD Midlands was acquired in April 2011.

Other Income (Expense) - net

The $12 million decrease in other income (expense) - net for the three months ended March 31, 2012 compared with the
same period in 2011 was primarily due to:

• a $7 million decrease in earnings on securities in NDT funds;
• a $16 million increase in a loss from economic foreign currency exchange contracts; partially offset by
• a $7 million loss from foreign currency forward contracts in 2011 that hedged the anticipated repayment of borrowings

under the 2011 Bridge Facility; and
• $11 million of WPD Midlands acquisition-related costs recorded in 2011.

See Note 12 to the Financial Statements for additional information.

Interest Expense

The increase (decrease) in interest expense was due to:

Three Months Ended
March 31, 2012 vs. March 31, 2011

Interest rates (excluding 2011 Equity Units) (a) S (11)
Debt balances (excluding 2011 Equity Units) 4
WPD Midlands (b) 56
2011 Bridge Facility costs related to the acquisition of WPD Midlands (7)
2011 Equity Units (c) 12
Hedging activities 9
Other (7)
Total $ 56

(a) Lower average long-term interest rates due to a weighted average rate of 4.75% for the three months ended March 31, 2012 compared with a rate of
5.03% for the same period in 2011.

(b) There are no comparable amounts in the 2011 period as WPD Midlands was acquired in April 2011.
(c) interest related to the issuance in April 2011 to support the U/PD Midlands acquisition.

Income Taxes

The increase (decrease) in income taxes was due to:

Three Months Ended
March 31, 2012 vs. Mardi 31, 2011

Higher pre-tax book income $ 7
State valuation allowance adjustments (a) (11)
Federal and state tax return adjustments 3
U.S. income tax on foreign earnings net of foreign tax credit (b) $
Net operating loss canyforward adjustment (c) (6)
Depreciation not normalized (a) 2
WPD Midlands (d) 34
State deferred tax rate change (e) (11)
Intercompany interest on WPD financing entities 6
Other 4
Total $ 36

(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 decrease in projected taxable income related to bonus depreciation, PPL
recorded an $11 million state deferred income tax expense during the three months ended March 31, 2011 related to valuation allowances.
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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. The federal provision for 100% bonus depreciation generally applies to property placed in service before
January 1, 2012. The placed in service deadline is extended to January 1, 2013 for property that exceeds $1 million, has a production period longer
than one year and has a tax life of at least 10 years.

(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, 2012, PPL recorded an adjustment to deferred taxes related to net operating loss carryfonvards of LKE.
(d) There are no comparable amounts in the 2011 period as WPD Midlands was acquired in April 2011.
(e) During the three months ended March 31, 2012, PPL recorded an $11 million adjustment related to state deferred tax liabilities.

See Note 5 to the Financial Statements for additional infonnation on income taxes.

Financial Condition

Liquidity and Capital Resources

PPL had the following at:

March 31, 2012 December 31, 2011

Cash and cash equivalents $ 1,103 $ 1,202
Short-term investments 16

$ 1,103 $ 1,218
Short-term debt $ 674 $ 578

At March 31, 2012, $501 million of cash and cash equivalents were denominated in GBP. If these amounts would be
remitted as dividends, PPL may be subject to additional U.S. taxes, net of allowable foreign tax credits. Historically,
dividends paid by foreign subsidiaries have been distributions of the current year’s earnings. See Note 5 to the Financial
Statements in PPL’s 2011 Form 10-K for additional information on undistributed earnings of WPD.

The $99 million decrease in PPL’s cash and cash equivalents position was primarily the net result of:

• $682 million of capital expenditures; and
• the payment of $203 million of common stock dividends; partially offset by
• $728 million of cash provided by operating activities; and
• a net increase in short-term debt of $93 million.

PPL’s cash provided by operating activities increased $532 million for the three months ended March 31, 2012 compared
with the same period in 2011. The increase was priinarily due to:

• cash from components of working capital of $238 million, primarily related to changes in counterparty collateral;
• lower defmed benefit plan contributions of $223 million; and
• operating cash provided by WPD Midlands of $150 million.

Credit Facilities

At March 31, 2012, PPLs total committed borrowing capacity under its credit facilities and the use of this borrowing
capacity were:

Letters of

Credit Issued

and
Committed Commercial Unused
Capacity Borrowed Paper Backstop Capacity

PPL Energy Supply Credit Facilities $ 3,200 $ 77$ $ 2,422
PPL Electric Credit facilities (a) 350 1 349
LG&E Credit Facility 400 400
KU Credit Facilities 598 198 400

Total Domestic Credit facilities (b) S 4,548 $ 977 S 3,571

PPLWWCreditFacility £ 150 £ 110 nla £ 40
‘ATPD (South West) Credit facility (c) 245 a1a 245
WPD (East Midlands) Credit Facility 300 £ 70 230
WPD (West Midlands) Credit facility 300

__________________

71 229
Total WPD Credit facilities (d) £ 995 £ 110 £ 141 £ 744

(a) In April 2012, PPL Electric increased the capacity of its syndicated credit facility from $200 million to $300 million.
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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 unbiled revenue to a special purpose, wholly oned subsidiaiy 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, 2012, based on accounts receivable and unbilled revenue pledged, the amount available for borrowing under the
facility was limited to $82 million.

(b) The commitments under PPL’s domestic credit facilities are provided by a diverse bank group, with no one banic and its affiliates providing an
aggregate commitment of more than 9% of the total committed capacity.

(c) In January 2012, WPD (South West) entered into a new £245 million syndicated credit facility to replace its existing £210 million syndicated credit
facility. Under the new facility, WPD (South West) has the ability to make cash borrowings but cannot request the lenders to issue letters of credit.
WPD (South West) pays customary commitment fees under this facility, and borrowings bear interest at LIBOR-based rates plus a margin. The facility
contains fmancial covenants that require WPD (South West) to maintain an interest coverage ratio of not less than 3.0 times consolidated earnings
before income taxes, depreciation and amortization and total net debt not in excess of 85% of its RAy, in each case calculated in accordance with the
credit facility.

(d) At March 31, 2012, the unused capacity of WPDs committed credit facilities was approximately $1.2 billion. The commitments under WPDs credit
facilities are provided by a diverse bank group with no one bank providing more than 16% of the total committed capacity.

See Note 7 to the Financial Statements for further discussion of PPL’s credit facilities.

Commercial Paier

In April 2012, PPL Energy Supply increased the capacity of its commercial paper program from $500 million to $750 million
to provide an additional fmancing source to fund its short-term liquidity needs, if and when necessary. Commercial paper
issuances are supported by PPL Energy Supply’s Syndicated Credit facility. At March 31, 2012, PPL Energy Supply had
$500 million of commercial paper outstanding, included in “Short-term debt on the Balance Sheet, at a weighted-average
interest rate of approximately 0.47%.

PPL Electric maintains a commercial paper program for up to $200 million to provide an additional frnancing source to fund
its short-term liquidity needs, if and when necessary. Commercial paper issuances are supported by PPL Electric’s
Syndicated Credit facility. PPL Electric had no commercial paper outstanding at March 31, 2012.

In February 2012, LG&E and KU each established a commercial paper program for up to $250 million to provide an
additional fmancing source to fund their short-term liquidity needs. Commercial paper issuances will be supported by LG&E
and KU’s Syndicated Credit Facilities. LG&E and KU had no commercial paper outstanding at March 31, 2012.

Long-term Debt and Equity Securities

In April 2012, PPL made a registered underwritten public offering of 9.9 million shares of its common stock. In conjunction
with that offering, the underwriters exercised an option to purchase an additional 590,880 shares of PPL common stock solely
to cover over-allotments.

In connection with the registered public offering, PPL entered into forward sale agreements with two counterparties covering
the 9.9 million shares of PPL’s common stock. Settlement of these initial forward sale agreements will occur no later than
April 2013. As a result of the underwriters’ exercise of the overallotment option, PPL entered into additional forward sale
agreements covering the additional 590,880 shares of common stock. Settlement of the subsequent forward sale agreements
will occur in July 2013. Upon any physical settlement of any forward sale agreement, PPL will issue and deliver to the
forward counterparties shares of its common stock in exchange for cash proceeds per share equal to the forward sale price.
The forward sale price will be calculated based on an initial forward price of $27.02 per share reduced during the period the
contracts are outstanding as specified in the forward sale agreements. PPL may, in certain circumstances, elect cash
settlement or net share settlement for all or a portion of its rights or obligations under the forward sale agreements.

PPL will not receive any proceeds or issue any shares of common stock until settlement of the forward sale agreements. PPL
intends to use any net proceeds that it receives upon settlement to repay short-term debt obligations and for other general
corporate purposes.

The forward sale agreements will be classified as equity transactions. As a result, no amounts will be recorded in the
consolidated fmancial statements until the settlement of the forward sale agreements. Prior to those settlements, the only
impact to the fmancial statements will be the inclusion of incremental shares within the calculation of diluted EPS using the
treasury stock method.

Also in April 2012, WPD (East Midlands) issued £100 million aggregate principal amount of 5.25% Senior Notes due 2023.
WPD (East Midlands) received proceeds of approximately £111 million, which equated to $178 million at the time of
issuance, net of underwriting fees. The net proceeds will be used for general corporate purposes.
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In April 2012, an indirect, wholly owned subsidiary of PPL Energy Supply completed the Ironwood Acquisition. See Note 8
to the financial Statements for information on the transaction and the debt of PPL Ironwood, LLC assumed through
consolidation as part of the acquisition.

In April 2012, PPL Electric gave notice that it had elected to redeem all 2.5 million shares of its 6.25% Series Preference
Stock, par value $100 per share, on June 1$, 2012. The price to be paid for the redemption is the par value, without premium
($250 million in the aggregate). The Preference Stock is reflected on PPL’s Balance Sheets in “Noncontrolling Interests” as
of March 31, 2012 and December 31, 2011.

In April 2012, LKE filed a form S-4 Registration Statement with the SEC, as required by a registration rights agreement
entered into in connection with the issuance of senior notes in September 2011, in a transaction not registered under the
Securities Act of 1933. The form S-4 relates to an offer to exchange the senior notes issued in September 2011, with similar
but registered securities. See Note 7 in PPLs and LKE’s 2011 Form 10-K for additional information.

See Note 7 to the Financial Statements for additional information about long-term debt and equity securities.

Common Stock Dividends

In February 2012, PPL declared its quarterly common stock dividend, payable April 2, 2012, at 36.0 cents per share
(equivalent to $1.44 per annum). Future dividends, declared at the discretion of the Board of Directors, will be dependent
upon future earnings, cash flows, fmancial and legal requirements and other factors.

Rating Agency Actions

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.

As a result of the passage of the Dodd-Frank Act, 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 rating 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.

The rating agencies took the following actions related to PPL and its subsidiaries.

In January 2012, S&P affirmed its rating and revised its outlook to stable from positive for PPL Montana’s Pass Through
Certificates due 2020.

In February 2012, Fitch assigned ratings to the two newly established commercial paper programs for LG&E and KU.

In March 2012, Moody’s affirmed the following ratings:
• the long-term ratings of the First Mortgage Bonds for LG&E and KU;
• the issuer ratings for LG&E and KU; and
• the bank loan ratings for LG&E and KU.

Also in March 2012, Moody’s and S&P each assigned short-term ratings to the two newly established commercial paper
programs for LG&E and KU.

Following the announcement of the then-pending acquisition of AES Ironwood. L.L.C. in February 2012, the rating agencies
took the following actions:

In March 2012, Moody’s placed AES Ironwood, L.L.C.’s senior secured bonds under review for possible ratings upgrade.

In April 2012, S&P affirmed the rating of AES Ironwood, L.L.C.’s senior secured bonds.
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Ratings Triggers

PPL and PPL Energy Supply 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 PPL Energy Supply to post additional collateral, or permit
the countelparty to terminate the contract, if PPL’s or PPL Energy Supply’s 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, 2012. At March 31, 2012, if PPL’s and PPL Energy Supply’s credit ratings had been below investment grade, PPL
would have been required to prepay or post an additional $527 million of collateral to counterparties 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.

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 2011 Form 10-K.

Risk Management

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 (No17-trathng,1

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. frill-requirement sales contracts and retail contracts. 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 fair value of economic positions at
March 31, 2012 and December 31, 2011 was a net asset of $816 million and a net liability of $63 million. The change in fair
value is largely attributable to the dedesignation of cash flow hedges that are now classified as economic hedges. See
Note 14 to the Financial Statements for additional information.

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 fmancial exchange-traded and over-the-counter contracts. PPL’s non-trading commodity derivative contracts
mature at various times through 2019.

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,

2012 2011

fair value of contracts outstanding at the beginning of the period S 1,082 $ 947
Contracts realized or otherwise settled during the period (279) (43)
Fair value of new contracts entered into during the period (a) (1) (16)
Other changes in fair value 413 109
fair value of contracts outstanding at the end of the period $ 1,215 $ 997

(a) Represents the fair value of contracts at the end of the quarter of their inception.
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The following table segregates the net fair value of PPL’s non-trading commodity derivative contracts at March 31, 2012,
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 S 854 $ 349 $ (17) $ 10 S 1,196
Prices based on significant unobservable inputs 10 5 4 19
Fair value of contracts outstanding at the end of the period S 864 $ 354 $ (13) $ 10 S 1,215

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
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. In connection with its bankruptcy proceedings, a significant counterparty,
SMGT, had been purchasing lower volumes of electricity than prescribed in the contract and effective April 1, 2012 the
contract was terminated. At this time, PPL Energy Supply cannot predict the prices or other terms on which it will be able to
market to third parties the power that SMGT will not purchase from PPL EnergyPlus due to tile termination of this contract.
See Note 10 to the financial Statements for additional information.

Commodity Price Risk (Trading)

PPL’s trading commodity derivative contracts mature at various times through 2016. 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,

2012 2011

fair value of contracts outstanding at the beginning of the period S (4) $ 4
Contracts realized or otherwise seuled during the period
Fair value of new contracts entered into during the period (a) 6 3
Other changes in fair value

_____________________

(2)
Fair value of contracts outstanding at the end of the period $ 2 $ 7

(a) Represents the fair value of contracts at the end of the quarter of their inception.

Unrealized losses of approximately $5 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, 2012. based on
whether the fair value was determined by prices quoted in active markets for identical instruments or other more subjective
means.

Net Asset (Liabitity)
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 $ (8) $ 8 S 2

______________

S 2
Fair value of contracts outstanding at the end of the period S (8) $ 8 $ 2 $ 2

VaR Mode/s

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
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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
Three Months Twelve Months Three Months Twelve Months

Ended Ended Ended Ended
March 31, December 31, March 31, December 31,

2012 2011 2012 2011
95% Confidence Level, five-Day Holding Period

Penodlnd S 2 $ I $ 7 S 6
Average for the Period 2 3 8 5
Hieh 2 6 9 7
Low 1 1 7 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, 2012.

Interest Rate Risk

PPL and its subsidiaries have issued debt to fmance their operations, which exposes them to interest rate risk. PPL utilizes
various fmancial 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, 2012, PPL’s potential annual exposure to increased interest expense, based on a 10% increase in interest rates,
was not significant.

PPL is also exposed to changes in the fair value of its domestic and U.K. debt portfolios. PPL estimated that a 10% decrease
in interest rates at March 31, 2012 would increase the fair value of its debt portfolio by $620 million.

At March 31, 2012, PPL had the following interest rate hedges outstanding:

Effect ota
Fair Value, 10% Adverse

Exposure Net - Asset Movement
Hedged (Liability) (a) in Rates (b)

Cash flow hedges
interest rate swaps (c) $ 175 $ (4)
Cross-currency swaps (d) 1:262 S 35 (185)

fair value hedges
Interest rate swaps (e) 99 3

Economic hedges
Interest rate swaps (f) 179 (54) (4)

(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.
(c) 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 fmancing. 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. The changes in fair
value of these instruments are then reclassified into eamings in the same period during which the item being hedged affects eamings. Sensitivities
represent a 10% adverse movement in interest rates. The positions outstanding at March 31, 2012 mature in 2022.

(d) PPL WEM, through PPL, and PPL WW use cross-currency swaps to hedge the interest payments and principal of their U.S. dollar-denominated senior
notes. The maturity dates of positions outstanding at March 31, 2012 range from May 2016 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 eamtngs 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 instntments 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 eamings. Sensitivities represent a
10% adverse movement in interest rates. The positions outstanding at March 31, 2012 mature in 2047.

(f) 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 fmancing. While PPL is exposed
to changes in the fair value of these instruments, any realized changes in the fair value of such economic hedges are recoverable through regulated rates
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and any subsequent changes in fair value of these derivatives are included in regulatory assets or liabilities. Sensitivities represent a 10% adverse
movement in interest rates. The positions outstanding at March 31, 2012 mature through 2033.

Foreign Currency Risk

PPL is exposed to foreign currency risk, primarily through investments in U.K. affiliates. In addition, PPLs domestic
operations may make purchases of equipment in currencies other than U.s. dollars.

PPL has adopted a foreign currency risk management program designed to hedge certain foreign currency exposures,
including finn 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, 2012, PPL had the following foreign currency hedges outstanding:

Effect of a
10%

Adverse
Movement
in foreign

fair Value, Currency
Exposure Net - Asset Exchange
fledged (Liability) Rates (a)

Net investment hedges (b) £ 55 $ I $ (9)
Economic hedges (c) 761 (9) (112)

(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 fonnrd contracts to sell GBP.
(c) To economically hedge she 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, 2012, have termination dates ranging from April 2012
through September 2013.

NDT Funds - Securities Price Risk

In connection with certain NRC requirements, PPL Susquehaiina maintains trust funds to fund certain costs of
decommissioning the Susquehaima nuclear plant. At March 31, 2012, 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 perfonnance and periodically reviews asset allocation in accordance with its NUT policy statement. At
March 31, 2012, a hypothetical 10% increase in interest rates and a 10% decrease in equity prices would have resulted in an
estimated $48 million reduction in the fair value of the trust assets. See Notes 13 and 17 to the Financial Statements for
additional information regarding the NUT 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 2011 form 10-K for additional information.

Foreign Currency Translation

The value of the British pound sterling fluctuates in relation to the U.S. dollar. Changes in these exchange rates resulted in a
foreign currency translation gain of $76 million for the three months ended March 31. 2012, which primarily reflected a $141
million increase to PP&E offset by an increase of $65 million to net liabilities. 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. The impact of foreign currency translation is
recorded in AOCI.

Related Party Transactions

PPL is not aware of any material oership interests or operating responsibility by senior management of PPL, PPL Energy
Supply, PPL Electric, LIKE, LG&E or KU 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.
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Acquisitions, Development and Divestitures

See Note 8 to the Financial Statements for information on the April 2012 fronwood Acquisition.

See Note 10 to the Financial Statements in PPL’s 2011 Form 10-K and Note $ to the Financial Statements for information on
PPL’s April 2011 acquisition of WPD Midlands.

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

Protection of the environment is a priority for PPL and a significant element of its business activities. Extensive federal, state
and local environmental laws and regulations are applicable to PPLs air emissions, water discharges and the management of
hazardous and solid waste, among other areas; and the cost of compliance or alleged non-compliance cannot be predicted
with certainty but could be material. In addition, costs may increase significantly if the requirements or scope of
environmental laws or regulations, or similar rules, are expanded or changed from prior versions by the relevant agencies.
Costs may take the form of increased capital or operating and maintenance expenses; monetary fmes, penalties or forfeitures
or other restrictions. Many of these environmental law considerations are also applicable to the operations of key suppliers.
or customers, such as coal producers, industrial power users, etc., and may impact the cost for their products or their demand
for PPL’s services. See ‘Item 1. Business - Environmental Matters” in PPL’s 2011 Form 10-K and Note 10 to the Financial
Statements for a discussion of environmental matters.

New Accounting Guidance

See Notes 2 and 1$ to the Financial Statements for a discussion of new accounting guidance adopted and pending adoption.

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 fmancial condition or
results of operations, and require estimates or other judgments of matters inherently uncertain: price risk management,
defmed 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 2011 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

The following should be read in conjunction with PPL Energy Supply’s Condensed Consolidated Financial Statements and
the accompanying Notes and with PPL Energy Supply’s 2011 Form 10-K. Capitalized terms and abbreviations are defined in
the glossary. Dollars are in millions unless otherwise noted.

“Management’s Discussion and Analysis of Financial Condition and Results of Operations” includes the following
information:

“Overview” provides a description of PPL Energy Supply and its business strategy, a surnmaiy of Net Income
Attributable to PPL Energy Supply and a discussion of certain events related to PPL Energy Supply’s results of
operations and financial condition.

• “Results of Operations” provides a summary of PPL Energy Supply’s earnings and a description of factors expected
to impact future earnings. This section ends with explanations of significant changes in principal items on PPL
Energy Supply’s Statements of Income, comparing the three months ended March 31, 2012 with the same period in
2011.

• “financial Condition - Liquidity and Capital Resources” provides an analysis of PPL Energy Supply’s liquidity
position and credit profile.

• “Financial Condition - Risk Management” provides an explanation of PPL Energy Supply’s risk management
programs relating to market and credit risk.

Overview

Introduction

PPL Energy Supply is an energy company with headquarters in Allentown, Pennsylvania. Through its subsidiaries, PPL
Energy Supply is primarily engaged in the generation and marketing of electricity in two key markets - the northeastern and
northwestern U.S.

Business Strategy

PPL Energy Supply’s overall strategy is to achieve disciplined optimization of energy supply margins while mitigating
volatility in both cash flows and earnings. More specifically, PPL Energy Supply’s strategy is to optimize the value from its
unregulated generation and marketing portfolio. PPL Energy Supply endeavors to do this by matching energy supply with
load, or customer demand, under contracts of varying durations with creditworthy counterparties to capture profits while
effectively managing exposure to energy and ftiel price volatility, counterparty credit risk and operational risk.

To manage financing costs and access to credit markets, a key objective of PPL Energy Supply’s business is to maintain a
strong credit profile. PPL Energy Supply continually focuses on maintaining an appropriate capital structure and liquidity
position. In addition, PPL Energy Supply has financial and operational risk management programs that, among other things,
are designed to monitor and manage its exposure to earnings and cash flow volatility related to changes in energy and fuel
prices, interest rates. counterparty credit quality and the operating performance of its generating units.

Financial and Operational Developments

Net Income Attributable to PPL Energy Supply

Three Months Ended March 31,
2012 2011 %Change

Net Income Attributable to PPL Energy Supply 5 309 $ 214 44

See “Results of Operations” for a discussion and analysis of PPL Energy Supply’s earnings.
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Ironwood Acquisition

In April 2012, an indirect, wholly owned subsidiary of PPL Energy Supply completed the acquisition from a subsidiary of the
AES Corporation of all of the equity interests of AES fronwood, L.L.C. (subsequently renamed PPL Ironwood, LLC) and
AES Prescott, L.L.C. (subsequently renamed PPL Prescott, LLC), which own and operate, respectively, the fronwood
Facility. The fronwood Facility began operation in 2001 and, since 2008, PPL EnergyPlus has supplied natural gas for the
operation of the Ironwood Facility and received the facility’s full electricity output and capacity value pursuant to a tolling
agreement that expires in 2021. The acquisition provides PPL Energy Supply, through its subsidiaries, operational control of
additional combined-cycle gas generation in PJM.

See Note 8 to the Financial Statements for additional information.

Bankruptcy of SMGT

In October 2011, SMGT, a Montana cooperative and purchaser of electricity under a long-term supply contract with PPL
EnergyPlus expiring in June 2019 (SMGT Contract), filed for protection under Chapter 11 of the U.S. Bankruptcy Code in
the U.S. Bankruptcy Court for the District of Montana. At the time of the bankruptcy filing, SMGT was PPL EnergyPlus’
largest unsecured credit exposure.

The SMOT Contract provided for fixed volume purchases on a monthly basis at established prices. Pursuant to a court order
and subsequent stipulations entered into between the SMGT bankruptcy trustee and PPL EnergyPlus, since the date of its
Chapter 11 filing through January 2012, SMGT continued to purchase electricity from PPL EnergyPlus at the price specified
in the SMGT Contract, and made timely payments for such purchases, but at lower volumes than as prescribed in the SMGT
Conttact. In January 2012, the trustee notified PPL EnergyPlus that $MGT would not purchase electricity under the SMGT
Contract for the month of February. In March 2012, the U.S. Bankruptcy Court for the District of Montana issued an order
approving the request of the SMGT bankruptcy trustee and PPL EnergyPlus to terminate the SMGT Contract. As a result,
the SMGT Contract was terminated effective April 1, 2012, allowing PPL EnergyPlus to resell the electricity previously
contracted to SMGT under the SMGT Contract to other customers.

PPL EnergyPlus’ receivable under the SMGT Contract totaled approximately $22 million at March 31, 2012, which has been
fully reserved. No assurance can be given as to the collectability of the receivable.

At this time, PPL Energy Supply caimot predict the prices and other terms on which it will be able to market to third parties
the power that SMGT will not purchase from PPL EnergyPlus due to the termination of the SMGT Contract.

Results of Operations

The following discussion provides a sumrnaiy of PPL Energy Supply’s earnings and a description of 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, 2012
with the same period in 2011.

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

Earnings

Three Months Ended MrcIi 31,
2012 2011

Net Income Attributable to PPL Energy Supply $ 309 S 214

The changes in the components of Net Income Attributable to PPL Energy Supply between these periods were due to the
following factors, which are adjusted for certain items that management considers special. See additional detail of these
special items in the tables below.
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Unregulated gross energy margins S (87)
Other operation and maintenance (6)
Depreciation (5)
Other Income (Expense) - net (9)
Interest Expense 9
Other (I)
income Taxea 59
Discontinued operations, after-tax - excluding certain revenues and expenses included in margins 3
Special items, after-tax 132
Total $ 95

• See “Statement of Income Analysis - Unregulated Gross Energy Margins - Changes in Non-GAAP Financial Measures”
for an explanation of Unregulated Gross Energy Margins.

• Higher other operation and maintenance expense due to $6 million of higher costs at the Susquehanna plant due to a
combination of higher payroll-related costs, contractor costs and timing of projects and $4 million of higher expenses at
PPL EnergyPlus due primarily to payroll-related costs and $2 million higher allocated support group costs, partially
offset by $9 million of trademark royalties with an affiliate in 2011 for which the agreement was terminated
December 31, 2011.

• Higher depreciation expense due to the depreciation impact of higher PP&E additions.

• Lower other income (expense) primarily due to $6 million of lower NDT fund earnings.

• Lower interest expense due to $5 million of lower interest rates due primarily to the redemption of 7.00% Senior
Unsecured Notes in July 2011 and $3 million of lower average short-term and long-tenn debt balances.

• Lower income taxes due to lower pre-tax income which reduced income taxes by $41 million, an $11 million benefit
from a state tax rate adjustment recorded in 2012, and $6 million of Pennsylvania net operating loss valuation allowances
recorded in 2011, driven primarily by the impact of bonus depreciation.

The following afler-tax amounts, which management considers special items, also impacted the results.

income Statement Three Montha Ended March 31,
Line Item 2012 2011

Special items gains (losses), net of tax (expense) benefit:
Adjusted energy-related economic activiw, net, net of tax of ($102), ($12) (a) $ 150 $ 17
impairments:

Emission allowances, net of tax of $0, $0 Other O&M (1)
Renewable energy credits, net of tax of $0, $1 Other O&M (2)
Adjustments - nuclear decommissioning trust investments, net of tax of ($1), ($1) Other Income-net 1

LIKE acquisition-related adjustments:
Sale of certain non-core generation facilities, net of tax of $0, ($1) Disc. Operations (1)

Other:
Counterparty bankruptcy, net of tax of $5, $0 (b) Other O&M (6)
Ash basin leak remediation adjustment, net of tax of($1), $0 Other O&M

________________ ________________

Total $ 146 $ 14

(a) See “Reconciliation of Economic Activity” below.
(b) in October 2011, a wholesale customer, SMGT, filed for bankruptcy protection under Chapter 11 of the U.S. Bankruptcy code. PPL EnergyPlus

recorded an allowance for unpaid amounts under the long-term power contract. in March 2012, the U.S. Bankruptcy Court for the District of Montana
approved the request to terminate the contract, effective April 1,2012.

Reconciliation ofEconomic 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.”

117



Three Months Ended March 31,
2012 2011

Operating Revenues
Unregulated retail electric and gas $ 10 $ 4
Wholesale energy marketing $52 57

Operating Expenses
Fuel 2 23
Energy Purchases (591) 18

Energy-related economic activity (a) 273 102
Option premiums

(b)

_____________
_____________

Adjusted energy-related economic activity 273 107
Less: Economic activity realized, associated with the monetization of certain

full-requirement sales contracts in 2010 21 78
Adjusted energy-related economic activity, net, pre-tax $ 252 $ 29

Adjusted energy-related economic activity, net, after-tax $ 150 $ 17

(a) See Note 14 to the financial Statements for additional infonnation.
(b) Adjustment for the net deferral and amortization of option premiums over the delivery period of the item that was hedged or upon realization. Option

premiums are recorded in”Wholesale energy marketing - Realized” and “Energy purchases - Realized” on the Statements of Income.

Outlook

Excluding special items, PPL Energy Supply projects lower earnings in 2012 compared with 2011. The decrease is primarily
driven by lower energy margins as a result of lower energy and capacity prices and higher fuel costs, higher operation and
maintenance expense and higher depreciation, which are expected to be partially offset by higher baseload generation.

Earnings in 2012 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 IA. Risk Factors” in PPL
Energy Supply’s 2011 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, PPL Energy Supply’s energy revenues, which include operating revenues associated with certain PPL Energy
Supply businesses that are classified as discontinued operations, are offset by the cost of fuel, energy purchases, certain other
operation and maintenance expenses, primarily ancillary charges, gross receipts tax, which is recorded in “Taxes, other than
income,” and operating expenses associated with certain PPL Energy Supply businesses that are classified as discontinued
operations. 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
nwnber 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, which are recorded in “Wholesale energy marketing to affiliate” revenue. 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. 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. 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 PPL’s Board
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of Directors to manage PPL Energy Supply’s operations, analyze actual results compared with budget and measure certain
corporate fmancial goals used in determining variable compensation.

Reconciliation of Non-GMP Financial Measures

The following table reconciles “Operating Income” to “Unregulated Gross Energy Margins” as defmed by PPL Energy
Supply for the three months ended March 31.

2012 2011
Unregulated Unregulated
Gross Energy Operating Gross Energy Operating

Margins Other (a) Income (b) Margins Other (a) Income (b)

Operating Revenues
Wholesale energy marketing

Realized $ 1,204 $ 4 (c) $ 1,208 $ 1,022 S 16 (c) S 1,038
Unrealized economic activity’ 852 (d) 852 57 (d) 57

Wholesale energy marketing
to affiliate 21 21 6 6

Unregulated retail electric and gas 214 10 224 143 4 147
Net energy trading margins 8 8 11 11
Energy-related businesses

______________

96 96

______________

110 110
Total Operating Revenues 1,447 962 2,409 1,182 187 1,369

Operating Expenses
Fuel ‘ 214 (3) (e) 211 284 (24) (e) 260
Energy purchases

Realized 636 23 (c) 659 227 87 (c) 314
Unrealized economic activity’ 591 (d) 591 (18) (d) (18)

Energy purchases from affiliate 1 1 1 1
Other operation and maintenance 4 251 255 4 241 245
Depreciation 64 64 59 59
Taxes, other than income 8 10 18 7 9 16
Energy-related businesses

_______________

92 92

_______________

108 108
Total Operating Expenses 863 1,028 1,891 523 462 985

Discontinued
Operations

______________ __________________ ______________

12 (12) (f)

______________

Total $ 584 $ (66) $ 518 $ 671 $ (287) $ 384

(a) Represents amounts excluded from Margins.
(b) As reported on the Statements of Income.
(c) Represents energy-related economic activity as described ft’ Commodity Price Risk (Non-trading) - Economic Activity” within Note 14 to the

Financial Statements. The three months ended March 31, 2012, “Wholesale energy marketing - Realized” and “Energy purchases - Realized” includes
a net pre-tax loss of $21 million related to the monetization of certain full-requirement sales contracts. The three months ended March 31, 2011
includes a net pre-tax gain of 55 million related to the amortization of option premiums and a net pre-tax loss of $78 million related to the monetization
of certain flill-requftement sales contracts.

(d) Represents energy-related economic activity, which is subject to fluctuations in value due to market price volatility, as described ft’ Commodity Price
Risk (Non-trading) - Economic Activity” within Note 14 to the Financial Statements.

(e) Includes economic activity related to fuel as described ft’ Commodity Price Risk (Non-trading) - Economic Activity” within Note 14 to the Fmaneial
Statements.

(I) Represents the net of certain revenues and expenses associated with certain businesses that are classified as discontinued operations. These revenues
and expenses are not reflected ft’ Operating Income” on the Statements of income.

Changes in Non-GAAP Financial Measures

Unregulated Gross Energy Margins are generated through PPL Energy Supply’s competitive non-trading and trading
activities. PPL Energy Supply’s non-trading energy business is managed on a geographic basis that is aligned with its
generation fleet. The following table shows PPL Energy Supply’s non-GAAP fmancial measure, Unregulated Gross Energy
Margins, for the three months ended March 31, as well as the change between periods. The factors that gave rise to the
changes are described below the table.

2012 2011 Change

Non-trading
Eastem U.S. $ 489 $ 578 $ (89)
Western U.S. 87 82 5

Net energy trading $ 11 (3)
Total 5 584 $ 671 S (87)
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Unregulated Gross Energy Margins

Eastern U.S.

The changes in Eastern U.S. non-trading margins for the three months were:

Baseload energy and capacity (a) $ (82)
Margins on the intennediate and peaking units (b) (22)
Impact of non-core generation facilities sold in the first quarter of 2011 (12)
Higher nuclear fuel prices (5)
full-requirement sales contracts (5)
Gas optimization and storage (5)
Margins from retail electric business 7
Net coal and hydroelectric unit availability (c) 10
Nuclear generation volume (d) 25

$ (89)

(a) Energy prices and capacity prices were lower in 2012.
(b) Capacity prices were lower in 2012.
(c) Coal unit availability was higher in 2012 compared to 2011, however, volumes were lower as a result of economic reductions.
(d) Volumes were higher due to an unplanned outage in March 2011 and an uprate in the third quarter of 2011.

‘Vestern U.S.

Non-trading margins were $13 million higher due to higher net wholesale prices, partially offset by $7 million of lower
wholesale volumes.

Other Operation and Maintenance

The increase (decrease) in other operation and maintenance expense was due to:
Three Months Ended

March 31, 2012 vs. Marcia 31, 2011

Uncollectible accounts (a) $ 11
Susquehanna nuclear plant costs 6
Trademark royalties (b) (9)
Other 2
Total $ 10

(a) In October 2011, SMGT filed for bankruptcy protection under Chapter 11 of the U.S. Bankruptcy Code. This increase primarily reflects an $11 million
increase to a reserve on unpaid amounts.

(b) In 2011, PPL Energy Supply was charged trademark royalties by an affiliate. The agreement was terminated December 31, 2011.

Depreciation

Depreciation increased by $5 million for the three months ended March 31, 2012 compared with the same period in 2011,
primarily due to PP&E additions.

Other Income (Expense) - net

The decrease of $9 million in other income (expense) - net for the three months ended March 31, 2012 compared with the
same period in 2011 was primarily due to a $7 million decrease in earnings on securities in NDT funds.

See Note 12 to the Financial Statements for additional information.

Interest Expense

The increase (decrease) in interest expense was due to:

Three Months Ended
Marcia 31, 2072 vs. Marcia 31, 2071

Interest rates (a) $ (5)
Debt balances (b) (3)
Other (2)
Total S (10)
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(a) Lower average long-term intereat rates due to a weighted average rate of 5.88% for the three months ended March 31,2012 compared with a rate of
6.24% for the same period in 2011.

(b) PPL Energy Supply’s average ahort-tenn debt balance was $200 million lower and its average long-term debt balance was $252 million
lower for the three months ended March 31, 2012, compared with the same period in 2011. The lower short-term debt balance was
primarily due to the repayment of $700 million in bank loans in 2011 partially offset by a $500 million balance of commercial paper in
2012. The lower long-term debt balance waa primarily due to the redemption of $250 million in Senior Unsecured Notes in July 2011.

Income Taxes

The increase (decrease) in income taxes was due to:

Three Months Ended
March 31, 2012 Va. March 31, 2011

Higher pre-tax book income $ 52
State valuation allowance adjustments (a) (6)
State deferred tax rate change (h) (11)
Total $ 35

(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 qualif’ing assets in the
same year bonus depreciation is allowed for federal tax pmpoaea. Due so the decrease in projected taxable income related to bonus depreciation, PPL
Energy Supply recorded a $6 million state deferred income tax expense during the three months ended March31, 2011 related to valuation allowances.

(b) During the three months ended March 31, 2012, PPL recorded an $11 million adjustment related to state deferred tax liabilities.

See Note 5 to the Financial Statements for additional information on income taxes.

Financial Condition

Liquidity and Capital Resources

PPL Energy Supply had the following at:

March 31, 2012 December 31, 2011

Cash and cash equivalents $ 135 $ 379
Short-term debt $ 500 $ 400

The $244 million decrease in PPL Energy Supply’s cash and cash equivalents position was primarily the net result of:

• distributions to Member of $557 million; and
• $199 million of capital expenditures; partially offset by
• $254 million of cash provided by operating activities;
• a net decrease of $198 million in notes receivable from affiliates; and
• a net increase in short-term debt of $100 million.

PPL Energy Supply’s cash provided by operating activities increased by $52 million for the three months ended March 31,
2012, compared with the same period in 2011, primarily due to a $58 million decrease in defmed benefit plan handing.

Credit Facilities

At March 31, 2012, PPL Energy Supply’s total committed hon-owing capacity under its credit facilities and the use of this
borrowing capacity were:

Letters of
Credit Issued

and
Committed Commercial Unused
Capacity Borrowed Paper Backstop Capacity

Syndicated Credit Facility $ 3,000 $ $ 634 $ 2,366
Leuer of Credit Facility 200 a/a 144 56
Total PPL Energy Supply Credit Facilities (a) S 3,200 $ S 778 S 2,422

(a) 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 commiued capacity.

See Note 7 to the Financial Statements for further discussion of PPL Energy Supply’s credit facilities.
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Long-term Debt

In April 2012, an indirect, wholly owned subsidiary of PPL Energy Supply completed the konwood Acquisition. See Note 8
to the Financial Statements for information on the transaction and the debt of PPL Ironwood, LLC assumed through
consolidation as part of the acquisition.

Commercial Paper

In April 2012, PPL Energy Supply increased the capacity of its commercial paper program from $500 million to $750 million
to provide an additional fmancing source to fund its short-term liquidity needs, if and when necessary. Commercial paper
issuances are supported by PPL Energy Supply’s Syndicated Credit Facility. At March 31, 2012, PPL Energy Supply had
$500 million of commercial paper outstanding, included in “Short-term debt” on the Balance Sheet, at a weighted-average
interest rate of approximately 0.4 7%.

Rating Agency Actions

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
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.

As a result of the passage of the Dodd-Frank Act, 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 rating agencies’ websites, which ratings together with all other information contained on such rating agency
web sites is, hereby, explicitly not incorporated by reference in this report.

The rating agencies took the following actions related to PPL Energy Supply and its subsidiaries.

In January 2012. S&P affirmed its rating and revised its outlook to stable from positive for PPL Montana’s Pass Through
Certificates due 2020.

Following the aimouncement of the then-pending acquisition of AES Ironwood, L.L.C. in february 2012, the rating agencies
took the following actions:

In March 2012, Moody’s placed AES Ironwood, L.L.C.’s senior secured bonds under review for possible ratings upgrade.

In April 2012, S&P affirmed the rating of AES Ironwood, L.L.C.’s senior secured bonds.

Ratings Triggers

PPL Energy Supply has 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 to post additional collateral, or permit the counteiparty to terminate the contract, if
PPL Energy Supply’s 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, 2012. At March 31, 2012, if PPL
Energy Supply’s credit rating had been below investment grade, PPL Energy Supply would have been required to prepay or
post an additional $425 million of collateral to counterparties for both derivative and non-derivative commodity and
commodity-related contracts used in its generation, marketing and trading operations and interest rate contracts.
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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 2011 Form 10-K.

Risk Management

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 contracts. 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 fair
value of economic positions at March 31, 2012 and December 31, 2011 was a net asset of $816 million and a net liability of
$63 million. The change in fair value is largely attributable to the dedesignation of cash flow hedges that are now classified
as economic hedges. See Note 14 to the Financial Statements for additional information.

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 U.S. and enters into fmancial exchange-traded and over-the-counter contracts. PPL Energy Supply’s
non-trading commodity derivative contracts mature at various times through 2019.

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 to the Financial Statements for additional information.

Gains (Losses)
Three Months Ended March 31,

2012 2011

Fair value of confracts outstanding at the beginning of the period $ 1,082 $ 958
Contracts realized or otherwise settled during the period (279) (52)
Fair value of new contracts entered into during the period (a) (1) (17)
Other changes in fair value 413 109
Fair value of contracts outstanding at the end of the period $ 1,215 $ 998

(a) Represents the fair value of contracts at the end of the quarter of their inception.

The following table segregates the net fair value of PPL Energy Supply’s non-trading commodity derivative contracts at
March 31, 2012, 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 S 854 5 349 S (17) $ 10 5 1,196
Prices based on significant unobservable inputs 10 5 4 19
fair value of contracts outstanding at the end of the period S 864 S 354 $ (13) $ 10 $ 1,215

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 finn 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
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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 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 finn 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. In connection with its bankruptcy proceedings, a significant
counterparty, SMGT, had been purchasing lower volumes of electricity than prescribed in the contract and effective April 1,
2012 the contract was terminated. At this time, PPL Energy Supply cannot predict the prices or other terms on which it will
be able to market to third parties the power that SMGT will not purchase from PPL EnergyPlus due to the termination of this
contract. See Note 10 to the Financial Statements for additional information.

Commodity Price Risk (Trading)

PPL Energy Supply’s trading commodity derivative contracts mature at various times through 2016. The following table sets
forth changes in the net fair value of PPL Energy Supply’s trading commodity derivative contracts. See Notes 13 and 14 to
the financial Statements for additional information.

Gains (Losses)
Three Months Ended March 31,

2012 2011

Fair value of contracts outstanding at the beginning of the period $ (4) S 4
Contracts realized or otherwise settled during the period
fair value of new contracts entered into during the period (a) 6 3
Other changes in fair value

__________________

(2)
Fair value of contracts outstanding at the end of the period $ 2 $ 7

(a) Represents the fair value of contracts at the end of the quarter of their inception.

Umealized losses of approximately $5 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, 2012, 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)
Maturtv 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 $ (8) $ 8 $ 2

_____________

$ 2
Fair value of contracts outstanding at the end of the period $ (8) $ $ $ 2 $ 2

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
Three Months Twelve Months Three Months Twelve Months

Ended Ended Ended Ended
March 31, December 31, March 31, December 31,

2012 2011 2012 2011
95% Confidence Level, Five-Day Holding Period

PenodEnd S 2 $ 1 S 7 $ 6
Average for the Period 2 3 8 5
Nigh 2 6 9 7
Low 1 1 7 4
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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 FIRs due to the
absence of reliable spot and forward markets. The fair value of the non-trading and trading FIR positions was insignificant
at March 31, 2012.

Interest Rate Risk

PPL Energy Supply and its subsidiaries have issued debt to fmance their operations, which exposes them to interest rate risk.
PPL and PPL Energy Supply utilize various fmancial 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 fmancing, 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 at March 31, 2012.

At March 31, 2012, 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, 2012 would increase the fair value of its debt portfolio by $49 million.

NDT Funds - Securities Price Risk

In coimection with certain NRC requirements, PPL Susquehanna maintains trust funds to fund certain costs of
decommissioning the Susquehanna nuclear plant. At March 31, 2012, 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
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 NUT
policy statement. At March 31, 2012, a hypothetical 10% increase in interest rates and a 10% decrease in equity prices would
have resulted in an estimated $48 million reduction in the fair value of the trust assets. See Notes 13 and 17 to the Financial
Statements for additional information regarding the NUT funds.

Credit Risk

See Notes 11, 13 and 14 to the Financial Statements in this Form lO-Q and “Risk Management - Energy Marketing &
Trading and Other - Credit Risk” in PPL Energy Supply’s 2011 Form 10-K for additional information.

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, including the April 2012 Ironwood Acquisition.

Environmental Mailers

Protection of the environment is a priority for PPL Energy Supply and a significant element of its business activities.
Extensive federal, state and local environmental laws and regulations are applicable to PPL Energy Supply’s air emissions,
water discharges and the management of hazardous and solid waste, among other areas; and the cost of compliance or alleged
non-compliance cannot be predicted with certainty but could be material. In addition, costs may increase significantly if the
requirements or scope of environmental laws or regulations, or similar rules, are expanded or changed from prior versions by
the relevant agencies. Costs may take the form of increased capital or operating and maintenance expenses; monetary fines.
penalties or forfeitures or other restrictions. Many of these environmental law considerations are also applicable to the
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operations of key suppliers, or customers, such as coal producers, industrial power users, etc., and may impact the cost for
their products or their demand for PPL Energy Supply’s services. See Item 1. Business - Environmental Matters” in PPL
Energy Supply’s 2011 Form 10-K and Note 10 to the Financial Statements for a discussion of environmental matters.

New Accounting Guidance

See Notes 2 and 18 to the Financial Statements for a discussion of new accounting guidance adopted and pending adoption.

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 fmancial 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 2011 Form 10-K for a discussion of
each critical accounting policy.
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PPL ELECTRIC UTILITIES CORPORATION AND SUBSIDIARIES

Item 2. Manaqements Discussion and Analysis of Financial Condition and Results of Operations

The following should be read in conjunction with PPL Electric’s Condensed Consolidated Financial Statements and the
accompanying Notes and with PPL Electric’s 2011 form 10-K. Capitalized terms and abbreviations are defmed in the
glossary. Dollars are in millions unless otherwise noted.

“Management’s Discussion and Analysis of Financial Condition and Results of Operations” includes the following
information:

• ‘Overview” provides a description of PPL Electric and its business strategy, a summary of Net Income Available to
PPL Corporation and a discussion of certain events related to PPL Electric’s results of operations and fmancial
condition.

• “Results of Operations” provides a summary of PPL Electric’s earnings and a description of factors expected to
impact future earnings. This section ends with explanations of significant changes in principal items on PPL
Electric’s Statements of Income, comparing the three months ended March 31, 2012 with the same period in 2011.

• “Financial Condition - Liquidity and Capital Resources” provides an analysis of PPL Electric’s liquidity position and
credit profile.

• “Financial Condition - Risk Management” provides an explanation of PPL Electric’s risk management programs
relating to market and credit risk.

Overview

Introduction

PPL Electric is an electricity delivery service provider in eastern and central Pennsylvania with headquarters in Allentown,
Pennsylvania. PPL Electric is subject to regulation as a public utility by the PUC, and certain of its transmission activities
are subject to the jurisdiction of FERC under the federal Power Act. PPL Electric delivers electricity in its Pennsylvania
service area and provides electricity supply to retail customers in that area as a PLR under the Customer Choice Act.

Business Strategy

PPL Electric’s strategy and principal challenge is to own and operate its electricity delivery business at the most efficient cost
while maintaining high quality customer service and reliability. PPL Electric anticipates that it will have significant capital
expenditure requirements in the future. In order to manage financing costs and access to credit markets, a key objective for
PPL Electric’s business is to maintain a strong credit profile. PPL Electric continually focuses on maintaining an appropriate
capital structure and liquidity position.

Timely recovery of costs to maintain and enhance the reliability of its delivery system including the replacement of aging
distribution assets is required in order to maintain strong cash flows and a strong credit profile. Traditionally, such cost
recovery would be pursued through periodic base rate case proceedings with the PUC. As such costs continue to increase,
more frequent rate case proceedings may be required or an alternative rate-making process would need to be implemented in
order to achieve more timely recovery. See “Regulatory Matters - Pennsylvania Activities - Legislation - Regulatory
Procedures and Mechanisms” in Note 6 to the Financial Statements for information on Pennsylvania’s new alternative rate
making mechanism.

Transmission costs are recovered through a FERC Formula Rate mechanism which is updated annually for costs incurred and
assets placed in service. Accordingly, increased costs including the replacement of aging transmission assets and the RIM
approved Regional Transmission Line Expansion Plan are recovered on a timely basis.
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Financial and Operational Developments

Net Income Available to PPL Corporation

Three Months Ended March 31,
2012 2011 %Change

Net Income Available to PPL Corporation $ 33 S 52 (37)

See “Results of Operations” for a discussion and analysis of PPL Electric’s earnings.

Redemption of Preference Stock

In April 2012, PPL Electric gave notice that it had elected to redeem all 2.5 million shares of its 6.25% Series Preference
Stock, par value $100 per share, on June 18, 2012. The price to be paid for the redemption is the par value, without premium
($25 0 million in the aggregate). The Preference Stock is reflected on PPL Electric’s Balance Sheets in “Preferred securities.”

Regional Transmission Line Expansion Plan

PPL Electric has experienced delays in obtaining necessary National Park Service (NPS) approvals for the Susquehanna
Roseland transmission line and anticipates a delay of the line’s in-service date to 2015. In March 2012, the NPS announced
that the route proposed by PPL Electric and PSE&G, previously approved by the Pennsylvania and New Jersey public utility
commissions, is the preferred route for the line under the NPS’s National Environmental Policy Act review. The NPS has
stated that it expects to issue its record of decision in October 2012. An appeal of the New Jersey Board of Public Utilities
approval of the line is pending before the New Jersey Superior Court Appellate Division. PPL Electric cannot predict the
ultimate outcome or timing of the NPS approval or any further legal challenges to the project. PJM 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 further delay to its scheduled in-service date for the new line. See Note 8 in PPL Electric’s
2011 Form 10-K for additional information.

Results of Operations

The following discussion provides a summary of PPL Electric’s earnings and a description of 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,
2012 with the same period in 2011.

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

Earnings

Three Months Ended March 31,
2012 2011

Net tncome Available to PPL Corporation $ 33 S 52

The changes in the components of Net Income Available to PPL Corporation between these periods were due to the
following factors.

Pennsylvania gross delivery margins S (13)
Other operation and maintenance (6)
Depreciation (6)
Other 3
Income Taxes 3
Total 5 (19)

• See “Statement of Income Analysis - Pennsylvania Gross Delivery Margins - Changes in Non-GAAP financial
Measures” for an explanation of Pennsylvania Gross Delivery Margins.
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• Higher other operation and maintenance expense due to $3 million of higher payroll related costs, $3 million of higher
support group costs and $2 million of higher vegetation management costs, partially offset by $5 million of lower PUC
reportable storm costs.

• Higher depreciation expense due to a $5 million depreciation impact from PP&E additions, primarily related to the
ongoing efforts to maintain and enhance the reliability of the delivery system, including the replacement of aging
infrastructure.

• Lower income taxes primarily due to lower pre-tax income, which reduced income taxes by $9 million, partially offset
by $4 million of benefits recorded in 2011 related to Pennsylvania Department of Revenue interpretive guidance on
bonus depreciation.

Outlook

Excluding special items, PPL Electric projects lower earnings in 2012 compared with 2011, primarily driven by higher
operation and maintenance expense, higher depreciation and lower distribution revenue, which are expected to be partially
offset by higher transmission revenue and lower fmancing costs.

In March 2012. PPL Electric filed a request with the PUC to increase distribution rates by approximately $105 million. The
PUCs review of the distribution rate increase is expected to take about nine months. The proposed distribution revenue rate
increase would result in a 2.9% increase over PPL Electric’s present rates and would be effective January 1, 2013. PPL
Electric cannot predict the outcome of this proceeding.

Earnings in 2012 are subject to various risks and uncertainties. See “Forward-Looking Information,” the rest of this Item 2
and Notes 6 and 10 to the Financial Statements in this form 10-Q and “Item 1. Business” and “Item 1A. Risk Factors” in PPL
Electric’s 2011 Form 10-K for a discussion of the risks, uncertainties and factors that may impact future earnings.

Statement of Income Analysis --

Pennsylvania Gross Delivery Margins

Non-GAAP Financial Measure

The following discussion includes fmancial information prepared in accordance with GAAP, as well as a non-GAAP
fmancial measure, “Pennsylvania Gross Delivery Margins.” “Pennsylvania Gross Delivery Margins” is a single fmancial
performance measure of PPL Electric’s Pennsylvania regulated electric delivery operations, which includes transmission and
distribution activities. In calculating this measure, utility revenues and expenses associated with approved recovery
mechanisms, including energy provided as a PLR, are offset with minimal impact on earnings. Costs associated with these
mechanisms are recorded in “Energy purchases,” “Energy purchases from affiliate,” “Other operation and maintenance”
expense, which is primarily Act 129 costs, and “Taxes, other than income,” which is primarily gross receipts tax. As a result,
this measure represents the net revenues from PPL Electric’s Pennsylvania regulated electric delivery operations. 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. PPL Electric believes that “Pennsylvania Gross Delivery Margins” provides another criterion to make investment
decisions. This performance measure is used, in conjunction with other information, internally by senior management and
PPL’s Board of Directors to manage PPL Electric’s operations and analyze actual results to budget.

Reconciliation of Non-GMP Financial Measures

The following table reconciles “Operating Income” to “Pennsylvania Gross Delivery Margins” as defined by PPL Electric for
the three months ended March 31.
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2012 2011
PA Gross PA Gross
Delivery Operating Delivery Operating
Margins Other (a) income (b) Margins Other (a) Income (b)

S 457 $ 457 $ 554 $ 554
1

_______

1 4

______

4
45$

_______________

45$ 55$

_____________

55$

Operating Expenses
Energy purchases
Energy purchases from affiliate
Other operation and maintenance
Depreciation
Taxes, other than income

Total Operating Expenses
Total

153 153
21 21
22 $ 11$ 140

39 39
25 1 26

221 158 379
$ 237 $ (15$) $ 79

251 251
6 6

18 S 112 130
33 33

2 35
147 455

$ (147) $ 103

(a) Represents amounts that are excluded from Margins.
(b) As reported on the Statement of Income.

Changes in Non-GAAP Financial Measures

The following table shows PPL Electric’s non-GAAP financial measure, “Pennsylvania Gross Delivery Margins” for the
periods ended March 31, as well as the change between periods. The factors that gave rise to the change are described below
the table.

Three Months

PA Gross Delivery Margins by Component
Distribution
Transmission

Total

Distribttion

2012 2011 Change

$ 189 $ 208 $ (19)
4$ 42 6

$ 237 $ 250 $ (13)

Margins decreased as weather had an unfavorable impact of $16 million on base distribution revenues.

Transmission

Margins increased primarily due to increased investment in plant and the recovery of additional costs through the FERC
formula-based rates.

Other Operation and Maintenance

The increase!(decrease) in other operation and maintenance expense was due to:
Three Months Ended

March 31,2012 vs. March 31, 2011

Payroll-related costs
Vegetation management
Uncollectible accounts
Allocation of certain corporate support group costs
PUC-reportable stoun costs, net of insurance recovery
Other
Total

(5)
5

$ 10

Depreciation

Depreciation increased by $6 million for the three months ended March 31. 2012 compared with the same period in 2011.
primarily due to PP&E additions related to PPL Etectric’s ongoing efforts to ensure the reliability of its delivery system and
replace aging infrastructure.

Operating Revenues
Retail electric
Electric revenue from affiliate

Total Operating Revenues

33
308

$ 250

$ 3
I

130



Taxes, Other Than Income

Taxes, other than income decreased by $9 million during the three months ended March 31, 2012 compared with the sameperiod in 2011, primarily due to a decrease in gross receipts tax from a decline in taxable electric revenues. This tax is
included in ‘Pennsylvania Gross Delivery Margins.”

Income Taxes

The increase (decrease) in income taxes was due to:

Three Months Ended
March 31, 2012 vs. March 31, 2011

Lower pre-tax book income
$ (9)Federal and state tax reserve adjustments

Federal and state tax return adjustments (a) 2Depreciation not normalized (a)
2Other
1Total

$ (3)

(a) In Februaiy 2011, the Pennsylvania Department of Revenue issued interpretive guidance on the treatment of bonus depreciation for Pennsylvaniaincome tax purposes. In accordance with Corporation Tax Bulletin 2011-01, Pennsylvania allows 1 O0% bonus depreciation for qualifying assets in thesame year bonus depreciation is allowed for federal tax purposes. The 100% Pennsylvania bonus depreciation deduction created a current state incometax benefit for the flow-through inipact of Pennsylvania regulated state tax depreciation. The federal provision for 100% bonus depreciation generallyapplies to property placed in service before January 1,2012.

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:

Cash and cash equivalents

March 31, 2012 December 31, 2011

S 149 $ 320

The $171 million decrease in PPL Electric’s cash and cash equivalents position was pi-imarily the net result of:

PPL Electric’s cash used in operating activities improved by $37 million for the three months ended March 31, 2012,
compared with the same period in 2011, primarily due to a $44 million decrease in defined benefit plan funding.

At March 31, 2012, PPL Electric’s total committed borrowing capacity under its credit facilities and the use of this boo-owing

Letters of
Comniitted Credit Unused
Capacity Borrowed Issued Capacity

$ 200 $ 1 $ 199
150

________________

n!a 150
$ 350 $ I S 349

The commitments under this credit facility are provided by a diverse bank group, with no one bank and its affiliates providing an aggregatecommitment of more than 6% of the total conmiilled capacity.
(b) PPL Electric obtains financing by selling and contributing its eligible accounts receivable and unbilled revenue to a special purpose, wholly ownedsubsidiary on an ongoing basis, The subsidiary pledges these assets to secure loans of up to an aggregate of $150 million from a commercial paperconduit sponsored by a financial institution. At March 31, 2012, based on accounts receivable and unbilled revenue pledged, the amount available forborrowing under this facility was limited to $82 million.

• $121 million of capital expenditures; and
• the payment of $35 million of common stock dividends to PPL.

Credit Facilities

capacity were:

(a) In April 2012, PPL Electric increased the capacity of its syndicated credit facility to $300 million.

Syndicated Credit Facility (a)
Asset-backed Credit facility (b)
Total PPL Electric Credit facilities
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See Note 7 to the Financial Statements for further discussion of PPL Electric’s credit facilities.

Commercial Paper

PPL Electric maintains a commercial paper program for up to $200 million to provide an additional fmancing source to fund
its short-term liquidity needs, if and when necessary. Commercial paper issuances are supported by PPL Electric’s
Syndicated Credit facility. PPL Electric had no commercial paper outstanding at March 31, 2012.

Equity Securities

In April 2012, PPL Electric gave notice that it had elected to redeem all 2.5 million shares of its 6.25% Series Preference
Stock, par value $100 per share, on June 18, 2012. The price to be paid for the redemption is the par value, without premium
($250 million in the aggregate). The Preference Stock is reflected on PPL Electric’s Balance Sheets in “Preferred securities”
at March 31, 2012 and December 31, 2011.

Rating Agency Actions

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.

As a result of the passage of the Dodd-Frank Act, 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 rating 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.

The rating agencies did not take any actions related to PPL Electric in 2012.

For additional information on PPL Electric’s liquidity and capital resources, see “Item 7. Management’s Discussion and
Analysis of financial Condition and Results of Operations,” in PPL Electric’s 2011 Form 10-K.

Risk Management

Market Risk and Credit Risk

PPL Electric has issued debt to fmance its operations, which exposes it to interest rate risk. PPL Electric had no potential
annual exposure to increased interest expense, based on a 10% increase in interest rates, at March 31, 2012. PPL Electric
estimated that a 10% decrease in interest rates at March 31, 2012 would increase the fair value of its debt portfolio by $93
million.

See Notes 13 and 14 to the Financial Statements in this form l0-Q and “Risk Management” in PPL Electric’s 2011
Form 10-K for additional information on market and credit risk.

Related Party Transactions

PPL Electric is not aware of any material ownership interests or operating responsibility by senior management of PPL
Electric in outside partnerships. including leasing transactions with variable interest entities, or other entities doing business
with PPL Electric. See Note 11 to the Financial Statements for additional information on related party transactions.

Environmental Matters

Protection of the environment isa priority for PPL Electric and a significant element of its business activities. See “Item 1.
Business - Environmental Matters” in PPL Electric’s 2011 Fonn 10-K and Note 10 to the financial Statements for a
discussion of environmental matters.
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New Accounting Guidance

See Notes 2 and 18 to the Financial Statements for a discussion of new accounting guidance adopted and pending adoption.

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 fmancial condition or
results of operations, and require estimates or other judgments of matters inherently uncertain: defmed benefits, loss accruals,
income taxes, regulatory assets and liabilities and revenue recognition - unbilled revenue. See “Item 7. Management’s
Discussion and Analysis of Financial Condition and Results of Operations,” in PPL Electric’s 2011 Form 10-K for a
discussion of each critical accounting policy.
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LG&E AND KU ENERGY LLC AND SUBSIDIARIES

Item 2. Managements Discussion and Analysis of Financial Condition and Results of Operations

The following should be read in conjunction with LKEs Condensed Consolidated financial Statements and the
accompanying Notes and with LKE’s 2011 form 10-K. Capitalized terms and abbreviations are defmed in the glossary.
Dollars are in millions, unless otherwise noted.

“Management’s Discussion and Analysis of financial Condition and Results of Operations” includes the following
information:

• ‘Overview” provides a description of LKE and its business strategy, a summary of Net Income and a discussion of
certain events related to LKE’s results of operations and financial condition.

• “Results of Operations” provides a summary of LKE’s earnings and a description of factors expected to impact
future earnings. This section ends with explanations of significant changes in principal items on LKE’s Statements
of Income, comparing the three months ended March 31, 2012 with the same period in 2011.

• “financial Condition - Liquidity and Capital Resources” provides an analysis of LKEs liquidity position and credit
profile.

• “Financial Condition - Risk Management” provides an explanation of LIKE’s risk management programs relating to
market and credit risk.

Overview

Introduction

LKE, headquartered in Louisville, Kentucky, is a holding company with utility operations through its subsidiaries, LG&E
and KU. LG&E and KU, which constitute substantially all of LKE’s operations, are regulated utilities engaged in the
generation, transmission, distribution and sale of electricity, in Kentucky, Virginia and Tennessee. LG&E also engages in the
distribution and sale of natural gas in Kentucky.

Business Strategy

LKE’s overall strategy is to provide reliable, safe and competitively priced energy to its customers.

A key objective for LKE is to maintain a strong credit profile through managing financing costs and access to credit markets.
LKE continually focuses on maintaining an appropriate capital structure and liquidity position.

Financial and Operational Developments

Net Income

Three Months Ended March 31,
2012 2011 %Change

Net Income $ 53 $ 87 (39)

See “Results of Operations” for a discussion and analysis of LKE’s earnings.

Registered Debt Exchange Offer by LKE

In April 2012, LKE filed a form S-4 Registration Statement with the SEC, as required by a registration rights agreement
entered into in connection with the issuance of senior notes in September 2011 in a transaction not registered under the
Securities Act of 1933. The form S-4 relates to an offer to exchange the senior notes issued in September 2011 for similar
but registered securities. See Note 7 to the Financial Statements for additional information.
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Commercial Paper

• In Febniaiy 2012, LG&E and KU each established a commercial paper program for up to $250 million to provide an
additional fmancing source to fund their short-term liquidity needs. Commercial paper issuances will be supported by
LG&E’s and KU’s Syndicated Credit Facilities. LG&E and KU had no commercial paper outstanding at March 31, 2012.
See Note 7 to the Financial Statements for additional information.

Pending Bluegrass CTs Acquisition and NGCC Construction

In September 2011, LG&E and KU filed a CPCN with the KPSC requesting approval to build a 640 MW NGCC at the
existing Cane Run plant site. In conjunction with this request and to meet new, stricter EPA regulations, LG&E and KU
anticipate retiring six older coal-fired electric generating units. These units are located at the Cane Run, Green River and
Tyrone plants, which have a combined summer rating of 797 MW. LG&E and KU also requested approval to purchase the
Bluegrass CTs, which are expected to provide up to 495 MW of peak generation supply. In November 2011, LG&E and KU
filed an application with the FERC under the Federal Power Act requesting approval to purchase the Bluegrass CTs.

LG&E and KU anticipate that the NGCC construction and the acquisition of the Bluegrass CTs could require up to $800
million (comprised of up to $300 million for LG&E and up to $500 million for KU) in capital costs including related
transmission projects. formal requests for recovery of the costs associated with the NGCC construction and the acquisition
of the Bluegrass CTs were not included in the CPCN filing with the KPSC but are expected to be included in future rate
proceedings. In May 2012, the KPSC issued an order approving the request to build the NGCC and purchase the Bluegrass
CTs. Also, on May 4,2012, the FERC issued an order conditionally authorizing the acquisition of the Bluegrass CTs, subject to
implementation of satisfactory mitigation measures to address market-power concerns. FERC approval of the proposed
mitigation measures is required. LG&E and KU are reviewing the order’s conditions and their impact on the closing conditions
under the Bluegrass CTs purchase contract, as well as other regulatory, operational and economic aspects of the transaction. See
Notes 6 and 8 to the Financial Statements for additional information.

Results of Operations

The following discussion provides a summary of LKE’s earnings and a description of 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 LKE’s Statements of Income, comparing the three months ended March 31, 2012 with the same period in 2011.

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

Earnings

Three Months Ended March 31,
2012 2011

Net Income $ 53 $ $7

The changes in the components of Net Income between these periods were due to the following factors, which are adjusted
for certain items that management considers special. See additional detail of these special items in the table below.

Margin $ (28)Other operation and maintenance (22)Depreciation (4)Taxes, other than income (2)Other Income (Expense) - net (2)Interest Expense (2)Income Taxes 22Special Items, after-tax 4
Total $ (34)

• See “Statement of Income Analysis - Margin - Changes in Non-GAAP Financial Measures” for an explanation of margin.

• Higher other operation and maintenance expense due to $1 I million of higher steam maintenance costs primarily resulting
from an increased scope of scheduled plant outages, a $6 million credit to establish a regulatory asset recorded in the first
quarter of 2011 related to 2009 storm costs and $3 million of higher storm restoration and vegetation management costs.
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• Lower income taxes primarily due to the change in pre-tax income.

The following afier-tax amounts, which management considers special items, also impacted earnings:

Income Statement Three Months Ended March 31,
Line Item 2012 2011

Special items gains (losses), net of tax (expense) benefit:
Acquisition-related adjustments:

Net operating loss canyforward and other tax related adjustments Income Taxes and Other O&M $ 4
Total $ 4

Outlook

Excluding special items, LKE projects lower earnings in 2012 compared with 2011, as margin increases are not expected to
offset operating expense increases, including depreciation. Actual results will be dependent on the effects of the economy
and the impact of weather on retail sales among other variables. As a result of the stay out provision established in the
settlement of the PPL-LKE acquisition, LKE is generally unable to implement an increase in base rates for its two regulated
utilities in Kentucky before January 1, 2013.

Earnings in 2012 are subject to various risks and uncertainties. See “forward-Looking Information,” the rest of this Item 2,
Notes 6 and 10 to the financial Statements in this Form l0-Q and “Item I. Business and “Item IA. Risk Factors’ in LKE’s
2011 form 10-K for a discussion of the risks, uncertainties and factors that may impact future earnings.

Statement of Income Analysis --

Margin

Non-GAAP Financial Measure

The following discussion includes fmancial information prepared in accordance with GAAP, as well as a non-GAAP
fmancial measure, “Margin.” Margin 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. Margin is a single fmancial performance measure of LKE’s operations. 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. Certain costs associated with these mechanisms, primarily ECR and
DSM, are recorded as “Other operation and maintenance” expenses and the depreciation associated with ECR equipment is
recorded as Depreciation” expense. As a result, this measure represents the net revenues from LKE’s operations. This
performance measure is used, in conjunction with other information, internally by senior management to manage LKE’s
operations and analyze actual results compared to budget.

Reconciliation of Non-GAAP Financial Measures

The following tables reconcile “Operating Income” to “Margin” as defmed by LKE for the three months ended March 31.

2012 2011
Operating Operating

Margin Other (a) Income (b) Margin Other (a) Income (b)
Operating Revenues 5 705 $ 705 $ 766 $ 766
Operating Expenses
fuel 213 213 215 215
Energy purchases 74 74 107 107
Other operation and maintenance 22 $ 184 206 21 $ 160 181
Depreciation 13 73 86 12 69 81
Taxes, other than income 11 11 9 9

Total Operating Expenses 322 268 590 355 238 593
Total $ 383 S (268) $ 115 $ 411 S (238) $ 173

(a) Represents amounts excluded from Margin.
(b) As reported on the Statement of Income.
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Changes in Non-GAAP Financial Measures

Margins decreased by $28 million during the three months ended March 31, 2012, compared with the same period in 2011.
The negative impact mainly resulted from $23 million of lower retail electric margins as volumes were impacted by
unseasonably mild weather in the first quarter of2012. The total heating degree days decreased by 26% compared to the
same period in 2011.

The $61 million decrease in revenues resulted from a negative volume variance, largely due to a decrease in retail sales
volumes of $61 million and a decrease in off-system sales volumes to third-parties of $14 million. This decrease was offset
by a positive fuel price variance of $14 million, due to increased recoverable fuel expenses.

Other Operation and Maintenance

The increase (decrease) in other operation and maintenance expense was due to:

Three Months Ended
March 31, 2012 vs. March 31, 2011

Steam maintenance (a) S 11Distribution maintenance (b) $Other
6

Total
$ 25

(a) Steam maintenance Costs increased $11 million, primarily resulting from an increased scope of scheduled outages.
(b) A $6 million credit to establish a regulatory asset was recorded in the first quarter of 2011 related to 2009 storm costs. Storm restoration andvegetation management costs increased $3 million.

Depreciation

Depreciation increased by $5 million for the three months ended March 31, 2012 compared with the same period in 2011,
primarily due to PP&E additions.

Income Taxes

The increase (decrease) in income taxes was due to:

Three Months Ended
March 31, 2012 vs. March 31, 2011

Lower pre-tax book income $ (24)Net operating loss carryforward adjustment (a) (6)Other
2

Total
$ (28)

(a) In the first quarter of 2012, LK]3 recorded a prior period adjustment to deferred taxes related to net operating losses.

See Note 5 to the Financial Statements for additional information on income taxes.

Financial Condition

Liquidity and Capital Resources

LKE had the following at:

March 31, 2012 1ecember 31, 2011

Cash and cash equivalents $ 104 $ 59

The $45 million increase in LKE’s cash and cash equivalents position was primarily the net result of:

• cash provided by operating activities of $232 million, partially offset by
• capital expenditures of $174 million and
• the payment of $25 million of distributions to PPL.

LKEs cash provided by operating activities increased by $39 million for the three months ended March 31, 2012, compared
with the same period in 2011. primarily due to:
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• a decrease in cash outflows of $95 million due to a reduction in discretionary defmed benefit plan contributions;
• a net decrease in accounts receivable and accounts payable of $25 million due to an increase in the customer receivable

balance in 2012 resulting from increased revenues in 2012 following unseasonably mild weather in December 2011 and
the timing of cash receipts and payments, including a decrease of $11 million due to lower revenues and corresponding
natural gas purchases and a decrease of $8 million in natural gas purchases for electric generation due to a $12 million
volume variance, partially offset by a $4 million decrease in price;

• an increase in cash inflows related to income tax receivable of $17 million primarily due to LKE recording a $52 million
receivable for a capital loss carryover in 2011, partially offset by a payment of $40 million received in 2011; and

• a decrease in cash outflows related to accrued taxes of $17 million primarily due to the timing of property tax payments;
partially offset by

• a decrease in net income adjusted for non-cash effects of $110 million (deferred income taxes and investment tax credits
of $88 million, net income of $34 million and defmed benefit plans - expense of $2 million, partially offset by
depreciation of $5 million and other noncash items of $9 million) and

• an increase in cash outflows related to inventory of $14 million, which was primarily driven by a $7 million lesser decline
in gas storage volumes in 2012 as compared with 2011 and a $4 million increase in coal inventory in 2012 as compared
with a $5 million decrease in 2011 resulting from lower coal-fired generation, which was a result of the mild winter
weather.

Credit Facilities

At March 31, 2012, LKE’s total committed borrowing capacity under its credit facilities and the use of this borrowing
capacity were:

Committed Letters of Unused
Capacity Borrowed Credit Issued Capacity

LKE Credit Facility with a subsidiary of PPL Energy Supply $ 300 $ 300LG&E Syndicated Credit Facility 400 400KU Credit facilities 598

_____________

S 19$ 400
Total Credit facilities (a) $ 1.298 $ 198 S 1,100

(a) The commitments under LKEs 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; however, the PPL affiliate provides a commitment of approximately 23% ofthe total facilities listed above.

See Note 7 to the financial Statements for further discussion of LKE’s credit facilities and long-term debt securities.

Rating Agency Actions

Moody’s. S&P and Fitch periodically review the credit ratings on the debt securities of LKE 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 LKE and its subsidiaries are based on information provided by LKE and other
sources. The ratings of Moody’s, S&P and Fitch are not a recommendation to buy, sell or hold any securities of LKE 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 LIKEs or its
subsidiaries’ credit ratings could result in higher borrowing costs and reduced access to capital markets.

As a result of the passage of the Dodd-Fran] 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. LIKE is limiting its credit rating disclosure to a description of the actions taken by the rating agencies with respect
to LKE’s ratings, but without stating what ratings have been assigned to LIKE or its subsidiaries, or their securities. The
ratings assigned by the rating agencies to LKE and its subsidiaries and their respective securities may be found, without
charge. on each of the respective rating 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.

The rating agencies took the following actions related to LIKE and its subsidiaries:

In February 2012. fitch assigned ratings to the two newly established commercial paper programs for LG&E and KU.
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In March 2012, Moody’s affirmed the following ratings:
• the long-term ratings of the First Mortgage Bonds for LG&E and KU;
• the issuer ratings for LG&E and KU; and
• the bank loan ratings for LG&E and KU.

Also in March 2012. Moody’s and S&P each assigned short-term ratings to the two newly established commercial paper
programs for LG&E and KU.

Ratings Triggers

LIKE and its subsidiaries have various derivative and non-derivative contracts, including contracts for the sale and purchase
of electricity, fuel, commodity transportation and storage and interest rate instruments, which contain provisions requiring
LIKE and its subsidiaries to post additional collateral, or permitting the counterparty to terminate the contract, if LKE’s or its
subsidiaries’ credit ratings 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, 2012. At March 31, 2012, if LKE’s or its subsidiaries’
credit ratings had been below investment grade, the maximum amount that LIKE would have been required to post as
additional collateral to counteiparties was $95 million for both derivative and non-derivative commodity and commodity-
related contracts used in its generation and marketing operations, gas supply and interest rate contracts.

Risk Management

Market Risk

LIKE is exposed to market risk from equity instruments, interest rate instruments and commodity instruments, as discussed
below. However. regulatoiy cost recovery mechanisms significantly mitigate those risks. See Notes 13 and 14 to the
Financial Statements for information about LKE’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

LG&E’s and KU’s rates are set by regulatory commissions and the fuel costs incurred are directly recoverable from
customers. As a result, LG&E and KU are subject to commodity price risk for only a small portion of on-going business
operations. LK_E conducts energy trading and risk management activities to maximize the value of the physical assets at
times when the assets are not required to serve LG&E’s or KU’s customers. See Note 14 to the Financial Statements for
additional disclosures.

Interest Rate Risk

LIKE and its subsidiaries have issued debt to fmance their operations, which exposes them to interest rate risk. LIKE utilizes
various financial derivative instruments to adjust the mix of fixed and floating interest rates in its debt portfolio when
appropriate. Risk limits under LKE’s risk management program are designed to balance risk, exposure to volatility in interest
expense and changes in the fair value of LKE’s debt portfolio due to changes in the absolute level of interest rates.

At March 31. 2012. LKE’s potential annual exposure to increased interest expense, based on a 10% increase in interest rates,
was not significant.

LIKE is also exposed to changes in the fair value of its debt portfolio. LKE estimated that a 10% decrease in interest rates at
March 31, 2012, would increase the fair value of its debt portfolio by $122 million.
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At March 31, 2012, LKE had the following interest rate hedges outstanding:

Effect of a
Fair Value, 10% Adverse

Exposure Net - Asset Movement
Hedged (Liability) (a) in Rates

Economic hedges
Interest rate swaps (b) $ 179 S (54) S (4)

(a) Includes accrued interest.
(b) LKE 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 LKE is
exposed to changes in the fair value of these instruments, any realized changes in the fair value of such economic hedges are recoverable through
regulated rates and any subsequent changes in fair value of these derivatives are included in regulatory assets or liabilities. Sensitivities represent a
10% adverse movement in interest rates. The positions outstanding at March 31, 2012 mature through 2033.

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 and LKE’s 2011 form 10-K for additional information.

Related Party Transactions

LKE is not aware of any material ownership interest or operating responsibility by senior management of LKE, LG&E or KU
in outside partnerships, including leasing transactions with variable interest entities, or other entities doing business with
LKE. 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 additional information on the more significant activities.

Environmental Matters

Protection of the environment is a major priority for LKE and a significant element of its business activities. Extensive
federal, state and local environmental laws and regulations are applicable to LKE’s air emissions, water discharges and the
management of hazardous and solid waste, among other areas, and the costs of compliance or alleged non-compliance cannot
be predicted with certainty but could be material. In addition, costs may increase significantly if the requirements or scope of
enviromiiental laws or regulations, or similar rules, are expanded or changed from prior versions by the relevant agencies.
Costs may take the form of increased capital or operating and maintenance expenses; monetary fines, penalties or forfeitures;
or other restrictions. Many of these environmental law considerations are also applicable to the operations of key suppliers,
or customers, such as coal producers, industrial power users, etc. and may impact the costs for their products or their demand
for LKE’s services. See “Item 1. Business - Environmental Matters” in LKE’s 2011 Form 10-K and Note 10 to the Financial
Statements for a discussion of environmental matters.

New Accounting Guidance

See Notes 2 and 18 to the Financial Statements for a discussion of new accounting guidance adopted and pending adoption.

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 fmaiicial condition or
results of operations and require estimates or other judgments of matters inherently uncertain: revenue recognition - unbilled
revenue, price risk management, defmed benefits, asset impairment, loss accruals, AROs, income taxes and regulatoiy assets
and liabilities. See “Item 7. Management’s Discussion and Analysis of financial Condition and Results of Operations” in
LKE’s 2011 form 10-K for a discussion of each critical accounting policy.
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LOUISVILLE GAS AND ELECTRIC COMPANY

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following should be read in conjunction with LG&E’s Condensed financial Statements and the accompanying Notes and
with LG&E’s 2011 form 10-K. Capitalized terms and abbreviations are defmed in the glossary. Dollars are in millions,
unless otherwise noted.

Management’s Discussion and Analysis of financial Condition and Results of Operations” includes the following
information:

• “Overview” provides a description of LG&E and its business strategy, a summaiy of Net Income and a discussion of
certain events related to LG&Ets results of operations and fmancial condition.

• ‘Results of Operations” provides a suimnary of LG&E’s earnings and a description of factors expected to impact
future earnings. This section ends with explanations of significant changes in principal items on LG&E’s Statements
of Income, comparing the three months ended March 31, 2012 with the same period in 2011.

• “financial Condition - Liquidity and Capital Resources” provides an analysis of LG&E’s liquidity position and
credit profile.

• “Financial Condition - Risk Management” provides an explanation of LG&E’s risk management programs relating
to market and credit risk.

Overview

Introduction

LG&E, headquartered in Louisville, Kentucky, is a regulated utility engaged in the generation, transmission, distribution and
sale of electricity and the distribution and sale of natural gas in Kentucky.

Business Strategy

LG&E’s overall strategy is to provide reliable, safe and competitively priced energy to its customers.

A key objective for LG&E is to maintain a strong credit profile through managing fmancing costs and access to credit
markets. LG&E continually focuses on maintaining an appropriate capital structure and liquidity position.

Financial and Operational Developments

Net Income

Three Months Ended March 31,
2012 2011 %Change

Net tncome $ 25 $ 39 (36)

See “Results of Operations” for a discussion and analysis of LG&E’s earnings.

Commercial Paper

In February 2012, LG&E established a commercial paper program for up to $250 million to provide an additional fmancing
source to fund its short-term liquidity needs. Commercial paper issuances will be supported by LG&E’s Syndicated Credit
facilities. LG&E had no commercial paper outstanding at March 31, 2012. See Note 7 to the Financial Statements for
additional information.

Pending Bluegrass Cis Acquisition and NGCC Construction

In September 2011, LG&E and KU filed a CPCN with the KPSC requesting approval to build a 640 MW NGCC at the
existing Cane Run plant site. In conjunction with this request and to meet new, stricter EPA regulations, LG&E anticipates
retiring three older coal-fired electric generating units, located at the Cane Run plant, which have a combined summer rating
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of 563 MW. LG&E and KU also requested approval to purchase the Bluegrass CTs, which are expected to provide up to 495
MW of peak generation supply. In November 2011, LG&E and KU filed an application with the FERC under the Federal
Power Act requesting approval to purchase the Bluegrass Cis.

LG&E anticipates that its share of the NGCC construction and the acquisition of the Bluegrass CTs could require up to $300
million in capital costs including related transmission projects. Formal requests for recovery of the costs associated with the
NGCC construction and the acquisition of the Bluegrass CTs were not included in the CPCN filing with the KPSC but are
expected to be included in future rate proceedings. In May 2012, the KPSC issued an order approving the request to build the
NGCC and purchase the Bluegrass CTs. Also, on May 4, 2012, the FERC issued an order conditionally authorizing the
acquisition of the Bluegrass CTs, subject to implementation of satisfactory mitigation measures to address market-power
concerns. FERC approval of the proposed mitigation measures is required. LG&E is reviewing the ordeis conditions and their
impact on the closing conditions under the Bluegrass CTs purchase contract, as well as other regulatory, operational and
economic aspects of the transaction. See Notes 6 and $ to the Financial Statements for additional information.

Results of Operations

The following discussion provides a summary of LG&E’s earnings and a description of 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 LG&E’s Statements of Income, comparing the three months ended March 31, 2012 with the
same period in 2011.

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

Earnings

Three Months Ended Mardi 31,
2012 2011

Net Income $ 25 $ 39

The changes in the components of Net Income between these periods were due to the following factors.

Margin $ (12)
Other operation and maintenance (8)
Depreciation (2)
Taxes, other than income (1)
Other Income (Expense) - net
Income Taxes 7
Total

$ (14)

• See “Statement of Income Analysis - Margin - Changes in Non-GAAP Financial Measures” for an explanation of
margin.

• Higher other operation and maintenance due to $8 million of higher steam maintenance costs primarily resulting from an
increased scope of scheduled plant outages.

• Lower income taxes primarily due to the change in pre-tax income.

Outlook

LG&E projects lower earnings in 2012 compared with 2011, as margin increases are not expected to offset operating expense
increases, including depreciation. Actual results will be dependent on the effects of the economy and the impact of weather
on retail sales among other variables. As a result of the stay out provision established in the settlement of the PPL-LKE
acqtlisition, LG&E is generally unable to implement an increase in base rates before January 1, 2013.

Earnings in 2012 are subject to various risks and uncertainties. See “Forward-Looking Information,” the rest of this Item 2,
Notes 6 and 10 to the Financial Statements in this Form l0-Q and “Item 1. Business” and “Item IA. Risk Factors” in LG&E’s
2011 forin 10-K for a discussion of the risks, uncertainties and factors that may impact future earnings.
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Statement of Income Analysis --

Margin

Non-GAAP Financial Measure

The following discussion includes financial information prepared in accordance with GAAP, as well as a non-GAAP
fmancial measure, Margin.” Margin 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. Margin is a single fmancial performance measure of LG&Es operations. 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. Certain costs associated with these mechanisms, primarily ECR and
DSM, are recorded as “Other operation and maintenance” expenses and the depreciation associated with ECR equipment is
recorded as “Depreciation” expense. As a result, this measure represents the net revenues from LG&E’s operations. This
performance measure is used, in conjunction with other information, internally by senior management to manage operations
and analyze actual results compared to budget.

Reconciliation of Non-GAAP Financial Measures

The following tables reconcile Operating Income to “Margin” as defined by LG&E for the three months ended March 31.

2012 2011
Operating Operating

Margin Other (a) Income (b) Margin Other (a) Income (b)

Operating Revenues $ 353 $ 353 $ 39$ $ 39$Operating Expenses
Fuel 89 89 85 $5Energy purchases 73 73 110 110Other operation and maintenance 10 S 88 98 10 $ 80 90Depreciation 1 37 38 1 35 36Taxes, other than income 5 5 4 4

Total Operating Expenses 173 130 303 206 119 325
Total S 180 $ (130) S 50 $ 192 $ (119) $ 73

(a) Represents amounts excluded from Margin.
(b) As reported on the Statement of Income.

Changes in Non-GAAP Financial Measures

Margins decreased by $12 million during the three months ended March 31, 2012, compared with the same period in 2011.
The negative impact mainly resulted from $6 million of lower retail electric margins as volumes were impacted by
unseasonably mild weather in the first quarter of 2012. The total heating degree days decreased by 28% compared to the
same period in 2011.

The $45 million decrease in revenues resulted from a negative volume variance, largely due to a decrease in retail sales
volumes of $40 million and a decrease in off-system sales volumes to third-parties of $13 million. This decrease was
partially offset by a positive fuel price variance of $12 million, due to increased recoverable fuel expenses.

Other Operation and Maintenance

Other operation and maintenance increased by $8 million for the three months ended March 31, 2012 compared with the
same period in 2011. due to higher steam maintenance costs of $8 million, primarily resulting from an increased scope of
scheduled outages.

Income Taxes

The increase (decrease) in income taxes was due to:
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Three Months Ended
March 31,2012 vs. March 31, 2011

Lower pre-tax book income $ (8)Other
1

Total
$ (7)

See Note 5 to the Financial Statements for additional information on income taxes.

Financial Condition

Liquidity and Capital Resources

LG&E had the following at:

March 31, 2012 December 31, 2011

Cash and cash equivalents S 54 $ 25

The $29 million increase in LG&E’s cash and cash equivalents position was primarily the net result of:

• cash provided by operating activities of $102 million;
• capital expenditures of $60 million; and
• the payment of $15 million of common stock dividends.

LG&Es cash provided by operating activities increased by $11 million for the three months ended March 31, 2012,
compared with the same period in 2011, primarily due to:

• a decrease in cash outflows of $41 million due to a reduction in discretionary defined benefit plan contributions and
• a net decrease in accounts receivable and accounts payable of $9 million due to the timing of cash receipts and payments,

including a decrease of $11 million due to lower revenues and corresponding natural gas purchases and a decrease of $8
million in natural gas purchases for electric generation due to a $12 million volume variance, partially offset by a $4
million decrease in price, partially offset by

• an increase in cash outflows related to inventory of $21 million, which was primarily driven by a $7 million lesser decline
in gas storage volumes in 2012 as compared with 2011 and a $14 million increase in coal inventory in 2012 as compared
with a $1 million decrease in 2011 resulting from lower coal-fired generation, which was a result of the mild winter
weather and

• a decrease in net income adjusted for non-cash effects of$l0 million (net income of $14 million and defined benefit plans
- expense of $1 million, partially offset by deferred income taxes and investment tax credits of $3 million and depreciation
of $2 million).

Credit Facilities

At March 31. 2012, LG&E’s committed borrowing capacity under its credit facilities and the use of this borrowing capacity
were:

Letters of Unused
Capacity Borrowed Credit Issued Capacity

Syndicated Credit facility (a) $ 400 $ 400

(a) lie commitments under LG&Es Syndicated Credit Facility ate provided by a diverse bank group, with no one bank and its affiliates providing anaggregate commitment of more than 6% of the total committed capacity available to LG&E.

LG&E participates in an intercompany money pool agreement whereby LIKE and/or KU make available to LG&E funds up to
$500 million at an interest rate based on a market index of commercial paper issues. At March 31, 2012 and December 31,
2011, there was no balance outstanding.

See Note 7 to the financial Statements for further discussion of LG&Es credit facilities.
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Rating Agency Actions

Moodys, S&P and Fitch periodically review the credit ratings on the debt securities of LG&E. Based on theft 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 LG&E are based on information provided by LG&E and other sources. The
ratings of Moody’s, S&P and Fitch ase not a recommendation to buy, sell or hold any securities of LG&E. 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 LG&E’s credit ratings could result in higher
borrowing costs and reduced access to capital markets.

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 registrants registration statement or section J0(a)
prospectus, LG&E is limiting its credit rating disclosure to a description of the actions taken by the rating agencies with
respect to LG&E’s ratings, but without stating what ratings have been assigned to LG&E’s securities. The ratings assigned by
the rating agencies to LG&E and its securities may be found, without charge, on each of the respective rating agenciest
websites, which ratings together with all other information contained on such rating agency websites is, hereby, explicitly not
incorporated by reference in this report.

The rating agencies took the following actions related to LG&E:

In February 2012, Fitch assigned ratings to LG&E’s newly established commercial paper program.

In March 2012, Moody’s affirmed the following ratings:
• the long-term ratings of the First Mortgage Bonds for LG&E;
• the issuer ratings for LG&E; and
• the bank loan ratings for LG&E.

Also in March 2012, Moody’s and S&P each assigned short-term ratings to LG&E’s newly established commercial paper
programs.

Ratings Triggers

LG&E has various derivative and non-derivative contracts, including contracts for the sale and purchase of electricity, fuel,
commodity transportation and storage and interest rate instruments, which contain provisions requiring LG&E to post
additional collateral, or permitting the counterparty to terminate the contract, if LG&E’s 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, 2012. At March 31, 2012, if LG&E’s credit ratings had been below investment grade, the
maximum amount that LG&E would have been required to post as additional collateral to counterparties was $66 million for
both derivative and non-derivative commodity and commodity-related contracts used in its generation and marketing
operations, gas supply and interest rate contracts.

Risk Management

Market Risk

LG&E is exposed to market risk from equity instruments, interest rate instruments and commodity instruments, as discussed
below. However, regulatory’ cost recovery’ mechanisms significantly mitigate those risks. See Notes 13 and 14 to the
financial Statements for information about LG&E’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.
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Commodity Price Risk

• LG&E’s rates are set by a regulatory commission and the fuel costs incurred are directly recoverable from customers. As aresult, LG&E is subject to commodity price risk for only a small portion of on-going business operations. LG&E conducts
energy trading and risk management activities to maximize the value of the physical assets at times when the assets are notrequired to serve LG&E’s or KU’s customers. See Note 14 to the financial Statements for additional disclosures.

Interest Rate Risk

LG&E has issued debt to fmance its operations, which exposes it to interest rate risk. LG&E utilizes various fmancial
derivative instruments to adjust the mix of fixed and floating interest rates in its debt portfolio when appropriate. Risk limitsunder LG&E’s risk management program are designed to balance risk, exposure to volatility in interest expense and changes
in the fair value of LG&E’s debt portfolio due to changes in the absolute level of interest rates.

At March 31, 2012, LG&E’s potential annual exposure to increased interest expense, based on a 10% increase in interestrates, was not significant.

LG&E is also exposed to changes in the fair value of its debt portfolio. LG&E estimated that a 10% decrease in interest ratesat March 31, 2012, would increase the fair value of its debt portfolio by $27 million.

At March 31, 2012, LG&E had the following interest rate hedges outstanding:

Effect of a
fair Value, 10% Adverse

Exposure Net - Asset Movement
Hedged (Liability) (a) in RatesEconomic hedges

Interest rate swaps (b) $ 179 S (54) S (4)

(a) Includes accrued interest.
(b) LG&E utilizes various risk management instruments to reduce its exposure to the expected future cash flow variability of its debt instruments. Theserisks include exposure to adverse interest rate movements for outstanding variable rate debt and for future anticipated fmancing. While LG&E isexposed to changes in the fair value of these instruments, any realized changes in the fair value of such economic hedges are recoverable throughregulated rates and any subsequent changes in fair value of these derivatives are included in regulatory assets and liabilities. Sensitivities represent a10% adverse movement in interest rates. The positions outstanding at March 31, 2012 mature through 2033.

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 and LG&E’s 2011 Form 10-K for additional information.

Related Party Transactions

LG&E is not aware of any material ownership interest or operating responsibility by senior management of LG&E in outside
partnerships, including leasing transactions with variable interest entities, or other entities doing business with LG&E. 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 $ to the
Financial Statements for additional information on the more significant activities.

Environmental Matters

Protection of the environment is a major priority for LG&E and a significant element of its business activities. Extensive
federal, state and local environmental laws and regulations are applicable to LG&E’s air emissions, water discharges and the
management of hazardous and solid waste, among other areas, and the costs of compliance or alleged non-compliance cannot
be predicted with certainty but could be material. In addition, costs may increase significantly if the requirements or scope of
environmental laws or regulations, or similar rules, are expanded or changed from prior versions by the relevant agencies.
Costs may take the fonn of increased capital or operating and maintenance expenses; monetary fmes, penalties or forfeitures;or other restrictions. Many of these environmental law considerations are also applicable to the operations of key suppliers,
or customers, such as coal producers, industrial power users, etc. and may impact the costs for their products or their demand
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for LG&E’s services. See ‘Item 1. Business - Environmental Matters” in LG&E’s 2011 Form 10-K and Note 10 to the
financial Statements for a discussion of environmental matters.

New Accounting Guidance

See Notes 2 and 1$ to the Financial Statements for a discussion of new accounting guidance adopted and pending adoption.

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 fmancial condition or
results of operations and require estimates or other judgments of matters inherently uncertain: revenue recognition - unbilled
revenue, price risk management, defmed benefits, asset impairment, loss accruals, AROs, income taxes, and regulatory assets
and liabilities. See “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations” in
LG&E’s 2011 Form 10-K for a discussion of each critical accounting policy.
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KENTUCKY UTILITIES COMPANY

Item 2. Managements Discussion and Analysis of Financial Condition and Results of Operations

The following should be read in conjunction with KU’s Condensed Financial Statements and the accompanying Notes and
with KU’s 2011 Form 10-K. Capitalized terms and abbreviations are defmed in the glossary. Dollars are in millions, unless
otherwise noted.

“Management’s Discussion and Analysis of Financial Condition and Results of Operations” includes the following
information:

“Overview” provides a description of KU and its business strategy, a summary of Net Income and a discussion of
certain events related to KU’s results of operations and fmancial condition.

• “Results of Operations” provides a summary of KU’s earnings and a description of factors expected to impact future
earnings. This section ends with explanations of significant changes in principal items on KU’s Statements of
Income, comparing the three months ended March 31, 2012 with the same period in 2011.

• “Financial Condition - Liquidity and Capital Resources” provides an analysis of KU’s liquidity position and credit
profile.

• “Financial Condition - Risk Management” provides an explanation of KU’s risk management programs relating to
market and credit risk.

Overview

Introduction

KU, headquartered in Lexington, Kentucky, is a regulated utility engaged in the generation, transmission, distribution and
sale of electricity, in Kentucky, Virginia and Tennessee.

Business Strategy

KU’s overall strategy is to provide reliable, safe and competitively priced energy to its customers.

A key objective for KU is to maintain a strong credit profile through managing financing costs and access to credit markets.
KU continually focuses on maintaining an appropriate capital structure and liquidity position.

Financial and Operational Developments

Net Income

Three Months Ended March 31,
2012 2011 %Change

Net Income S 38 $ 58 (34)

See “Results of Operations” for a discussion and analysis of KU’s earnings.

Commercial Paper

In February 2012. KU established a commercial paper program for up to $250 million to provide an additional fmancing
source to fund its short-term liquidity needs. Commercial paper issuances will be supported by KU’s Syndicated Credit
facilities. KU had no commercial paper outstanding at March 31, 2012. See Note 7 to the financial Statements for
additional information.

Pending Bluegrass CTs Acquisition and NGCC Construction

In September 2011, KU and LG&E filed a CPCN with the KPSC requesting approval to build a 640 MW NGCC at the
existing Cane Run plant site. In conjunction with this request and to meet new, stricter EPA regulations, KU anticipates
retiring three older coal-fired electric generating units. These units are located at the Green River and Tyrone plants, which
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have a combined summer rating of 234 MW. KU and LG&E also requested approval to purchase the Bluegrass CTs, which
are expected to provide up to 495 MW of peak generation supply. In November 2011, LG&E and KU filed an application
with the FERC under the federal Power Act requesting approval to purchase the Bluegrass CTs.

KU anticipates that its share of the NGCC construction and the acquisition of the Bluegrass CTs could require up to $500
million in capital costs including related transmission projects. Formal requests for recovery of the costs associated with the
NGCC construction and the acquisition of the Bluegrass CTs were not included in the CPCN filing with the KPSC but are
expected to be included in future rate proceedings. In May 2012, the KPSC issued an order approving the request to build the
NGCC and purchase the Bluegrass CTs. Also, on May 4, 2012, the FERC issued an order conditionally authorizing the
acquisition of the Bluegrass CTs, subject to implementation of satisfactory mitigation measures to address market-power
concerns. FERC approval of the proposed mitigation measures is required. KU is reviewing the order’s conditions and their
impact on the closing conditions under the Bluegrass CTs purchase contract, as well as other regulatory, operational and
economic aspects of the transaction. See Notes 6 and 8 to the Financial Statements for additional information.

Results of Operations

The following discussion provides a summary of KU’s earnings and a description of 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 KU’s Statements of Income, comparing the three months ended March 31, 2012 with the same
period in 2011.

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

Earnings

Three Months Ended March 31,
2012 2011

Net Income $ 38 $ 5$

The changes in the components of Net Income between these periods were due to the following factors.

Margin $ (16)
Other operation and maintenance (10)
Depreciation (2)
Taxes, other than income (1)
Other Income (Expense) - net (2)
Interest Expense
Income Taxes 10
Total $ (20)

• See “Statement of income Analysis - Margin - Changes in Non-GAAP Financial Measures” for an explanation of
margin.

• Higher other operation and maintenance due to a $6 million credit to establish a regulatory asset recorded in the first
quarter of 2011 related to 2009 storm costs, $3 million of higher steam maintenance costs primarily resulting from an
increased scope of scheduled plant outages and $2 million of higher storm restoration and vegetation management costs.

• Lower income taxes primarily due to the change in pre-tax income.

Outlook

KU projects lower earnings in 2012 compared with 2011. as margin increases are not expected to offset operating expense
increases, including depreciation. Actual results will be dependent on the effects of the economy and the impact of weather
on retail sales among other variables. As a result of the stay out provision established in the settlement of the PPL-LKE
acquisition. KU is generally unable to implement an increase in base rates in Kentucky before January 1, 2013.

Earnings in 2012 are subject to various risks and urtcertainties. See “Forward-Looking Information,” the rest of this Item 2,
Notes 6 and 10 to the Financial Statements in this Form lO-Q and “Item 1. Business” and “Item IA. Risk Factors” in KU’s
2011 Form 10-K for a discussion of the risks, uncertainties and factors that may impact future earnings.
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Statement of Income Analysis --

Margin

Non-GAAP Financial Measure

The following discussion includes financial information prepared in accordance with GAAP, as well as a non-GAAP
financial measure, ‘Margin.” Margin 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. Margin is a single financial performance measure of KU’s operations. 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. Certain costs associated with these mechanisms, primarily FCR and DSM. are recorded as
“Other operation and maintenance” expenses and the depreciation associated with ECR equipment is recorded as
“Depreciation” expense. As a result, this measure represents the net revenues from KU’s operations. This performance
measure is used, in conjunction with other information, internally by senior management to manage operations and analyze
actual results compared to budget.

Reconciliation of Non-GAAP Financial Measures

The following tables reconcile “Operating Income” to “Margin” as defined by KU for the three months ended March 31.

2012 2011
Operating Operating

Margin Other (a) Income (b) Margin Other (a) Income (b)
Operating Revenues $ 350 $ 380 $ 406 $ 406
Operating Expenses

fuel 124 124 130 130
Energy purchases 29 29 35 35
Other operation and maintenance 12 $ 83 95 11 S 73 84
Depreciation 12 36 48 11 34 45
Taxes, other than income 6 6 5 5

Total Operating Expenses 177 125 302 187 112 299
Total $ 203 $ (125) $ 78 $ 219 S (112) 5 107

(a) Represents amounts excluded from Margin.
(b) As reported on the Statement of Income.

ChanQes in Non-GAAP Financial Measures

Margins decreased by $16 million during the three months ended March 31, 2012, compared with the same period in 2011.
The negative impact mainly resulted from $16 million of lower retail electric margins as volumes were impacted by
unseasonably mild weather in the first quarter of2012. The total heating degree days decreased by 23% compared to the
same period in 2011.

The $26 million decrease in revenues resulted from a negative volume variance, ]argely due to a decrease in retail sales
volumes of $21 million and a decrease in off-system sales volumes to third-parties of$l million. This decrease was offset by
a positive fuel price variance of $2 million, due to increased recoverable fuel expenses.

Other Operation and Maintenance

The increase (decrease) in other operation and maintenance expense was due to:

Three Mouths Ended
March 31, 2012 vs. March 31, 2011

Distribution maintenance (a) S 8
Other 3
Total $ 11

(a) A S6 million credit to establish a regulatory asset was recorded in the first quarter of 2011 related to 2009 storm costs. Storm restoration and
vegetation management costs increased 52 million.
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Income Taxes

The increase (decrease) in income taxes was due to:

Three Months Ended
March 31, 2012 vs. March 31,2011

Lower pie-tax book income $ (12)
Other 2
Total $ (10)

See Note 5 to the Financial Statements for additional information on income taxes.

Financial Condition

Liquidity and Capital Resources

KU had the following at:

March 31, 2012 December 31, 2011

Cash and cash equivalents $ 46 $ 31

The $15 million increase in KU’s cash and cash equivalents position was primarily the net result of:

• cash provided by operating activities of $152 million, partially offset by
• capital expenditures of $113 million and
• the payment of $24 million of common stock dividends.

KU’s cash provided by operating activities increased by $21 million for the three months ended March 31, 2012, compared
with the same period in 2011, primarily due to:

• a decrease in cash outflows of $27 million due to a reduction in discretionary defined benefit plan contributions;
• a decrease in cash outflows related to accounts payable to affiliates of $10 million due to the timing of cash payments; and
• a decrease in cash outflows related to inventory of $7 million, which was driven primarily by decreases in volumes in

2012 and 2011. which was attributed to reduced shipments after the winter seasonal build-up, and a decrease in price per
ton of coal; partially offset by

• a net increase in accounts receivable and accounts payable of $20 million due to an increase in the customer receivable
balance in 2012 resulting from increased revenues in 2012 following unseasonably mild weather in December 2011 and
the timing of cash receipts and payments, including a $12 million collection in 2011 on 2010 tax settlements with LKE.

Credit Facilities

At March 31, 2012. KU’s committed borrowing capacity under its credit facilities and the use of this borrowing capacity
were:

Letters of Unused
Capacity Borrowed Credit Issued Capacity

Syndicated Credit Facility (a) S 400 $ 400
Letter of Credit facility 19$ S 198

(a) The commitments under KU’s Syndicated Credit Facility are provided by a diverse bank group, with no one banl and its affiliates providing an
aggregate commitment of more than 19% of the total committed capacity available to KU.

KU participates in an intercompany money pool agreement whereby LKE and/or LG&E make available to KU funds up to
$500 million at an interest rate based on a market index of commercial paper issues. At March 31, 2012 and December31,
2011. there was no balance outstanding.

See Note 7 to the Financial Statements for further discussion of KU’s credit facilities.
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Rating Agency Actions

Moody’s, S&P arid Fitch periodically review the credit ratings on the debt securities of KU. 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 KU are based on information provided by KU and other sources. The ratings of
Moody’s, S&P and Fitch are not a reconunendation to buy, sell or hold any securities of KU. 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 KU’s credit ratings could result in higher borrowing costs and reduced
access to capital markets.

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, KU is limiting its credit rating disclosure to a description of the actions taken by the rating agencies with respect
to KU’s ratings. but without stating what ratings have been assigned to KIJs securities. The ratings assigned by the rating
agencies to KU and its securities may be found, without charge, on each of the respective rating 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.

The rating agencies took the following actions related to KU:

In February 2012, Fitch assigned ratings to KU’s newly established commercial paper program.

In March 2012, Moody’s affirmed the following ratings:
• the long-term ratings of the First Mortgage Bonds for KU;
• the issuer ratings for KU; and
• the bank loan ratings for KU.

Also in March 2012, Moody’s and S&P each assigned short-term ratings to KU’s newly established commercial paper
programs.

Ratings Triggers

KU has various derivative and non-derivative contracts, including contracts for the sale and purchase of electricity, fuel, and
commodity transportation and storage, which contain provisions requiring KU to post additional collateral, or permitting the
counterparty to terminate the contract, if KU’s 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, 2012. At March 31,
2012, if KU’s credit ratings had been below investment grade, the maximum amount that KU would have been required to
post as additional collateral to counterparties was $29 million for both derivative and non-derivative commodity and
commodity-related contracts used in its generation and marketing operations.

Risk Management

Market Risk

KU is exposed to market risk from equity instruments, interest rate instruments and commodity instruments, as discussed
below. However, regulatory cost recovery mechanisms significantly mitigate those risks. See Notes 13 and 14 to the
Financial Statements for information about KU’s risk management objectives, valuation techniques and accounting
designations.

The forward-looking information presented below provides estimates of wtiat 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.
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Commodity Price Risk

KUs rates are set by regulatory commissions and the fuel costs incurred are directly recoverable from customers. As a result,
KU is subject to commodity price risk for only a small portion of on-going business operations. KU conducts energy trading
and risk management activities to maximize the value of the physical assets at times when the assets are not required to serve
KU’s or LG&E’s customers. See Note 14 to the Financial Statements for additional disclosures.

Interest Rate Risk

KU has issued debt to finance its operations, which exposes it to interest rate risk. At March 31, 2012, KU’s potential annual
exposure to increased interest expense, based on a 10% increase in interest rates, was not significant.

KU is also exposed to changes in the fair value of its debt portfolio. KU estimated that a 10% decrease in interest rates at
March 31, 2012, would increase the fair value of its debt portfolio by $72 million.

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 and KU’s 2011 form 10-K for additional information.

Related Party Transactions

KU is not aware of any material ownership interest or operating responsibility by senior management of KU in outside
partnerships, including leasing transactions with variable interest entities, or other entities doing business with KU. 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 additional information on the more significant activities.

Environmental Matters

Protection of the environment is a major priority for KU and a significant element of its business activities. Extensive
federal, state and local environmental laws and regulations are applicable to KU’s air emissions, water discharges and the
management of hazardous and solid waste, among other areas, and the costs of compliance or alleged non-compliance cannot
be predicted with certainty but could be material. hi addition, costs may increase significantly if the requirements or scope of
environmental laws or regulations, or similar rules, are expanded or changed from prior versions by the relevant agencies.
Costs may take the form of increased capital or operating and maintenance expenses; monetary fines, penalties or forfeitures;
or other restrictions. Many of these environmental law considerations are also applicable to the operations of key suppliers,
or customers, such as coal producers, industrial power users, etc. and may impact the costs for their products or their demand
for KU’s services. See “Item 1. Business - Environmental Matters” in KUs 2011 Form 10-K and Note 10 to the Financial
Statements for a discussion of environmental matters.

New Accounting Guidance

See Notes 2 and 18 to the Financial Statements for a discussion of new accounting guidance adopted and pending adoption.

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: revenue recognition - imbilled
revenue, price risk management. defined benefits, asset impairment. loss accruals, AROs, income taxes and regulatory assets
and liabilities. See “Item 7. Management’s Discussion and Analysis of financial Condition and Results of Operations” in
KU’s 2011 Form 10-K for a discussion of each critical accounting policy.
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PPL Corporation
PPL Energy Supply, LLC

PPL Electric Utilities Corporation
LG&E and KU Energy LLC

Louisville Gas and Electric Company
Kentucky Utilities Company

Item 3. Quantitative and Qualitative Disclosures About Market Risk

Reference is made to Risk Management” in each Registrant’s “Item 2. Management’s Discussion and Analysis of financial
Condition and Results of Operations.”

Item 4. Controls and Procedures

PPL Corporation, PPL Energy Supply, LLC, PPL Electric Utilities Corporation, LG&E and KU Energy LLC,
Louisville Gas and Electric Company, and Kentucky Utilities Company

(a) Evaluation of disclosure controls and procedures.

The registrants’ principal executive officers and principal fmancial officers, based on their evaluation of the
registrants’ disclosure controls and procedures (as defmed in Rules 13a-15(e) or 15d-15(e) of the Securities
Exchange Act of 1934) have concluded that, as of March 31, 2012, the registrants’ disclosure controls and
procedures are effective to ensure that material information relating to the registrants and their consolidated
subsidiaries is recorded, processed, summarized and reported within the time periods specified by the SEC’s rules
and forms, particularly during the period for which this quarterly report has been prepared. The aforementioned
principal officers have concluded that the disclosure controls and procedures are also effective to ensure that
information required to be disclosed in reports filed under the Exchange Act is accumulated and communicated to
management, including the principal executive and principal financial officers, to allow for timely decisions
regarding required disclosure.

(b) Change in internal controls over financial reporting.

PPL Corporation

As reported in the 2011 form 10-K, PPL’s principal executive officer and principal financial officer concluded that a
recent systems migration related to the WPD Midlands acquisition created a material change to its internal control
over fmancial reporting. Specifically, on December 1, 2011 the use of legacy information technology systems at
WPD Midlands was discontinued and the related data, processes and internal controls were migrated to the systems,
processes and controls currently in place at PPL WW.

Risks related to the system migration were partially mitigated by PPL’s expanded internal control over fmancial
reporting that were implemented subsequent to the acquisition and PPL’s existing policy of consolidating foreign
subsidiaries on a one-month lag, which provided management additional time for review and analysis of WPD
Midlands’ results and their incorporation into PPL’s consolidated financial statements.

PPL Energy Supply, LLC, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and
Electric Company, and Kentucky Utilities Company

The registrants’ principal executive officers and principal financial officers have concluded that there were no
changes in the registrants’ internal control over fmancial reporting during the registrants’ first fiscal quarter that have
materially affected, or are reasonably likely to materially affect, the registrants’ internal control over financial
reporting.
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PART II. 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:

• “Item 3. Legal Proceedings” in each Registrant’s 2011 Form 10-K; and
• Notes 5, 6 and 10 to the Financial Statements.

Item IA. Risk Factors

There have been no material changes in the Registrant’s risk factors from those disclosed in “Item 1A. Risk Factors” of the
2011 Form 10-K.

Item 4. Mine Safety Disclosures

Not applicable.
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Item 6. Exhibits

The following Exhibits indicated by an asterisk preceding the Exhibit number are filed herewith. The balance of the Exhibits
have 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.

*4(a)
- Amendment No. 6 to PPL Amended and Restated Employee Stock Ownership Plan, dated January 18,

2012

4(b) - Final Terms of WPD East Midlands £100,000,000 5.25% Notes due 2023 (Exhibit 1.1 to PPL
Corporation form 8-K Report (File No. 1-11459) dated April 19,2012)

U 10(a) - Form of Retention Agreement entered into between PPL Corporation and Messrs. Farr and Gabbard
(Exhibit 10(h) to PPL Corporation Form 10-Q Report (File No. 1-11459) for the quarter ended March
31, 2007)

*UlO(b) - Form of Change in Control Severance Protection Agreement as adopted March 5, 2012
*Lllo(c) - Change in Control Severance Protection Agreement, effective as of March 5,2012, entered into

between PPL Corporation and Gregory N. Dudkin
10(d) - Confirmation of Forward Sale Transaction, dated April 9, 2012, between PPL Corporation and Morgan

Stanley & Co. LLC (Exhibit 10.1 to PPL Corporation Form 8-K Report (File No. 1-11459) dated April
13, 2012)

10(e) - Confirmation of Forward Sale Transaction, dated April 9, 2012, between PPL Corporation and Merrill
Lynch International (Exhibit 10.2 to PPL Corporation form 8-K Report (File No. 1-11459) dated April
13, 2012)

*10(f)
- Commitment Increase Agreement, dated as of April 20, 2012, entered into by and among PPL Electric

Utilities Corporation, the Lenders who are increasing their Commitments, the JLA Issuing Banks, who
are consenting to the increase in Fronting Subtimit, and Wells Fargo Bank, National Association, as
Administrative Agent, Swingline Lender and Issuing Lender

10(g) - Confirmation of Forward Sale Transaction, dated April 20, 2012, between PPL Corporation and
Morgan Stanley & Co. LLC (Exhibit 10.1 to PPL Corporation Form 8-K Report (File No. 1-11459)
dated April 26, 2012)

10(h) - Confirmation of Forward Sale Transaction, dated April 20, 2012, between PPL Corporation and Merrill
Lynch International (Exhibit 10.2 to PPL Corporation Form 8-K Report (File No. 1-11459) dated April
26, 2012)

* 12(a) - PPL Corporation and Subsidiaries Computation of Ratio of Earnings to Combined Fixed Charges and
Preferred Stock Dividends

* 12(b) - PPL Energy Supply, LLC and Subsidiaries Computation of Ratio of Earnings to fixed Charges
* 12(c) - PPL Electric Utilities Corporation and Subsidiaries Computation of Ratio of Earnings to Combined

Fixed Charges and Preferred Stock Dividends
* 12(d) - LG&E and KU Energy LLC and Subsidiaries Computation of Ratio of Earnings to Fixed Charges
* 12(e) - Louisville Gas and Electric Company Computation of Ratio of Earnings to Fixed Charges
* 12(f) - Kentucky Utilities Company Computation of Ratio of Earnings to Fixed Charge

Certifications pursuant to Section 302 of the Sarbanes-Oxley Act of 2002, for the quarterly period ended March 31,
2012, filed by the following officers for the following companies:

*31(a)
- PPL Corporation’s principal executive officer

*31(b)
- PPL Corporation’s principal financial officer

*31(c)
- PPL Energy Supply, LLC’s principal executive officer

*31(d)
- Energy Supply, LLC’s principal financial officer

*31(e)
- PPL Electric Utilities Corporation’s principal executive officer

*31(f)
- PPL Electric Utilities Corporation’s principal financial officer

*31(g)
- LG&E and KU Energy LLC’s principal executive officer
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*31(h)
- LG&E and KU Energy LLCs principal financial officer

*31(i)
- Louisville Gas and Electric Company’s principal executive officer

*31(j)
- Louisville Gas and Electric Company’s principal financial officer

*31(k)
- Kentucky Utilities Company’s principal executive officer

*31(1)
- Kentucky Utilities Company’s principal financial officer

Certifications pursuant to Section 906 of the Sarbanes-Oxley Act of 2002. for the quarterly period ended March 31,
2012. furnished by the following officers for the following companies:

*32(a)
- PPL Corporation’s principal executive officer

*32(b)
- PPL Corporation’s principal financial officer

*32(c)
- PPL Energy Supply, LLC’s principal executive officer

*32(d)
- Energy Supply, LLC’s principal financial officer

*32(e)
- PPL Electric Utilities Corporations principal executive officer

*32(f)
- PPL Electric Utilities Corporation’s principal financial officer

*32(g)
- LG&E and KU Energy LLC’s principal executive officer

*32(h)
- LG&E and KU Energy LLC’s principal financial officer

*32(i)
- Louisville Gas and Electric Company’s principal executive officer

*32(j)
- Louisville Gas and Electric Company’s principal fmancial officer

*32(k)
- Kentucky Utilities Company’s principal executive officer

*32(1)
- Kentucky Utilities Company’s principal financial officer

101.INS - XBRL Instance Document for PPL Corporation, PPL Energy Supply, LLC, PPL Electric Utilities
Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities
Company

101.SCH - XJ3RL Taxonomy Extension Schema for PPL Corporation, PPL Energy Supply, LLC, PPL Electric
Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky
Utilities Company

lOl.CAL - XBRL Taxonomy Extension Calculation Linkbase for PPL Corporation, PPL Energy Supply, LLC,
PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company
and Kentucky Utilities Company

lOl.DEF - XBRL Taxonomy Extension Definition Linkbase for PPL Corporation, PPL Energy Supply, LLC, PPL
Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and
Kentucky Utilities Company

lOl.LAB - XBRL Taxonomy Extension Label Linkbase for PPL Corporation. PPL Energy Supply, LLC, PPL
Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and
Kentucky Utilities Company

101 .PRE - XBRL Taxonomy Extension Presentation Linkbase for PPL Corporation, PPL Energy Supply. LLC,
PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company
and Kentucky Utilities Company
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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)

Date: May 7, 2012 Is! Vincent Sorgi
Vincent Sorgi

Vice President and Controller
(Principal Accounting Officer)

PPL Electric Utilities Corporation
(Registrant)

Date: May 7, 2012 1sf Vincent Sorgi
Vincent Sorgi

Vice President and
Chief Accounting Officer

(Principal Financial and Accounting Officer)

LG&E and KU Enery LLC
(Registrant)

Louisville Gas and Electric Company
(Registrant)

Kentucky Utilities Company
(Registrant)

Date: May 7, 2012 1sf Kent W. Blake
Kent W. Blake

Chief Financial Officer
(Principal Financial Officer and Principal

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 ofDollars,)

3 Months
Ended

March 31, Years Ended December 31,
2012 2011 2010 2009 2008 2007

Earnings, as defmed:
Income from Continuing Operations Before
Income Taxes $ 804 $ 2,201 $ 1,239 $ 53$ $ 1,273 $ 1,230

Adjustments to reflect earnings from equity method
investments on a cash basis

___________

1 7 1 2
804 2,202 1,246 539 1,273 1,232

Total fixed charges as below 262 1,022 69$ 513 568 609
Less:
Capitalized interest 14 51 30 43 57 55
Preferred security distributions of subsidiaries
on apre-tax basis 6 23 21 24 27 23

Interest expense and fixed charges related to
discontinued operations

_________

3 12 15 16 39
Total fixed charges included in Income from
Continuing Operations Before Income Taxes 242 945 635 431 468 492

Total earnings $ 1,046 $ 3,147 $ 1,881 $ 970 $ 1,741 $ 1.724

Fixed charges, as defmed:
Interest charges (a) $ 246 $ 955 $ 637 $ 446 $ 51$ $ 565
Estimated interest component of operating rentals 10 44 39 42 22 21
PrefelTed securities distributions of subsidiaries
on a pre-tax basis 6 23 21 24 27 23

Fixed charges of majority-owned share of 50% or
less-owned persons

___________

1 1 1

Total fixed charges (b) $ 262 $ 1.022 $ 698 S 513 $ 56$ $ 609

Ratio of earnings to fixed charges 4.0 3.1 2.7 1.9 3.1 2.8
Ratio of earnings to combined fixed charges and
preferred stock dividends (c) 4.0 3.1 2.7 1.9 3.1 2.8

(a) Includes interest on long-term and short-term debt, as well as amortization of debt discount, expense and premium - net.
fb) Interest on unrecognized tax benefits is not included in fixed charges.
(c) 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 eamings to fixed charges.
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PPL ENERGY SUPPLY, LLC AND SUBSIDIARIES

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES
(Millions of Dollars)

3 Months
Ended

Exhibit 12(b)

Earnings, as defmed:
Income (Loss) from Continuing Operations Before
Income Taxes S

Adjustments to reflect earnings from equity method
investments on a cash basis

Total fixed charges as below
Less:
Capitalized interest
Interest expense and fixed charges related to

Total fixed charges included in Income (Loss) from
Continuing Operations Before Income Taxes

March 31, Years Ended December 31,
2012 2011 2010 2009 2008 2007

486 $ 1,212 $ 881 $ (13) $ 671 $ 785

____

1 7 1

____

2
486 1,213 888 (12) 671 787

426 364 390

13 47 33 44 57 54

Total earnings S 531 $ 1,422 $ 1.134 $ 206 $ 847 $ 904

Fixed charges, as defmed:
Interest charges (a) $
Estimated interest component of operating rentals
Fixed charges of majority-owned share of 50% or
less-owned persons

50 $ 223 $ 387 $ 321 $ 374 $ 374
8 36 38 42 15 14

_____ _____

1 1 1

_____

Total fixed charges (b) S 58 $ 259 $ 426 $ 364 $ 390 $ 388

Ratio of earnings to fixed charges (c) 9.2 5.5 2.7 0.6 2.2 2.3

(a) Includes interest on long-term and short-term debt, as well as amortization of debt discount, expense and premium - net.
(b) Interest on unrecognized tax benefits is not included in fixed charges.
(c) In January 2011, PPL Energy Supply distributed its 100% membership interest in PPL Global to PPL Energy Supply’s parent, PPL Energy Funding.

As a result, PPL Global’s operating results were reclassified as Discontinued Operations. Upon reflecting this reclassification, eamings were less
than fixed charges for 2009. See Note 9 in PPL Energy Supply’s 2011 Form 10-K for additional information. The total amount of fixed charges for
this period was approximately $364 nñllion and the total amount of eamings was approximately $206 million. The amount of the deficiency, or the
amount of fixed charges in excess of eamings, was approximately $158 million.

58 259

discontinued operations

__________

3 147 102 157 217

388

45 209 246 218 176 117
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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 ofDollars)

3 Months
Ended

March 31, Years Ended December 31,
2012 2011 2010 2009 2008 2007

Earnings, as defmed:
Income Before Income Taxes $ 57 $ 257 $ 192 $ 221 $ 278 $ 246

Total fixed charges as below 26 105 102 121 114 143

Total earnings $ 83 $ 362 $ 294 $ 342 $ 392 $ 389

fixed charges, as defmed:
Interest charges (a) $ 25 $ 102 $ 101 $ 120 $ 113 $ 139
Estimated interest component of operating rentals 1 3 1 1 1 4

Totalfixedcharges(b) $ 26 $ 105 $ 102 $ 121 $ 114 $ 143

Ratioofearningstofixedcharges 3.2 3.4 2.9 2.8 3.4 2.7

Preferred stock dividend requirements on a pre-tax basis. $ 6 $ 21 $ 23 $ 28 $ 28 $ 27
fixed charges, as above 26 105 102 121 114 143

Total fixed charges and preferred stock dividends $ 32 $ 126 $ 125 $ 149 $ 142 $ 170
Ratio of earnings to combined fixed charges and
preferred stock dividends 2.6 2.9 2.4 2.3 2.8 2.3

(a) Includes interest on long-term and short-term debt, as well as amortization of debt discount, expense and premium - net.
(b) Interest on unrecognized tax benefits is not included in fixed charges.
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Exhibit 12(d)

Earnings, as defmed:
Income from Continuing Operations
Before Income Taxes $

Adjustment to reflect earnings from
equity method investments on a cash
basis

Loss on impairment of goodwill
Mark to market impact of derivative
instruments

74 $ 419 $ 70 $ 300 $ (1,235) $ (1,536) $ 332

2 (1) (4) 11 (5)

2

___________ ______________________________

76 418 72

_________ ________________________

Total fixed charges as below 40 153 25

_________ __________________________

Total earnings $ 116 $ 571 $ 97

fixed charges, as defmed:
Interest charges (a) $ 3$ $ 147 $ 24 $
Estimated interest component of
operating rentals 2 6 1 5 5 5

Estimated discontinued operations
interest component of rental expense 5 10 10

Preferred stock dividends

_____________________________

1

Totalfixedcharges S 40 $ 153 $ 25 $ 158 $ 186 $ 199 $ 170

Ratioofearningstofixedcharges 2.9 3.7 3.9 2.7 2.3 2.5 2.9

(a) Includes interest on long-term and short-term debt, as well as amortization of debt discount, expense and premium - net.

LG&E AND KU ENERGY LLC AND SUBSIDIARIES

COMPUTATION OF RATIO OF EARNINGS TO COMBINED FIXED CHARGES
(Millions ofDollars)

Successor Predecessor
3 Months Year 2 Months

Ended Ended Ended
Mar. 31, Dec. 31, Dec. 31,

2012 2011 2010

10 Months
Ended
Oct. 31, Year Ended December 31,

2010 2009 2008 2007

1,493 1,806

(20) (19) 34
276 250 304 327

15$ 186 199 170

$ 434 $ 436 $ 503 $ 497

153 $ 176 $ 184 $ 155

4
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Exhibit 12(e)
LOUISVILLE GAS AND ELECTRIC COMPANY

COMPUTATION OF RATIO OF EARNINGS TO COMBINED FIXED CHARGES
(Millions ofDollars)

Successor Predecessor
3 Months Year 2 Months 10 Months

Ended Ended Ended Ended
Mar. 31, Dec. 31, Dec. 31, Oct. 31, Year Ended December 31,

2012 2011 2010 2010 2009 200$ 2007
Earnings, as defmed:

Income Before Income Taxes $ 40 $ 195 $ 29 $ 167 $ 142 $ 131 $ 179Mark to market impact of derivative
instruments 1 (20) (20) 35

40 195 30 147 122 166 179

Total fixed charges as below 11 46 $ 40 46 60 53

Total earnings $ 51 $ 241 $ 38 $ 187 $ 16$ $ 226 $ 232

Fixed charges, as defmed:
Interest charges (a) $ 11 $ 44 $ $ $ 38 $ 44 $ 5$ $ 50Estimated interest component of
operating rentals 2 2 2 2 2Preferred stock dividends

_______________________________

1

Total fixed charges $ 11 $ 46 $ $ $ 40 $ 46 $ 60 $ 53

Ratio of earnings to fixed charges 4.6 5.2 4.8 4.7 3.7 3.8 4.4

(a) Includes interest on long-term and short-term debt, as well as amortization of debt discount, expense and premium - net.
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Exhibit 12(f)

Earnings, as defmed:
Income Before Income Taxes $
Adjustment to reflect earnings from
equity method investments on a cash
basis

Mark to market impact of derivative
instruments

_________________________________ ___________ ______________________________

62 281 55

_________ ________________________

Total fixed charges as below 18 73 11

__________ ____________________________

Total earnings $ $0 $ 354 $ 66

Fixed charges, as defmed:
Interest charges (a) $ 17 $ 70 $ 10 $ 69 S 76 $ 74 $ 57
Estimated interest component of
operating rentals 1 3 1 2 3 3 2

Total fixed charges $ 18 $ 73 $ 11 $ 71 $ 79 $ 77 $ 59

Ratioofeamingstofixedcharges 4.4 4.8 6.0 4.0 3.7 3.9 5.1

(a) Includes interest on long-term and short-term debt, as well as amortization of debt discount, expense and premium - net.

KENTUCKY UTILITIES COMPANY

COMPUTATION OF RATIO OF EARNINGS TO COMBINED FIXED CHARGES
(Millions ofDollars)

Successor Predecessor
3 Months Year 2 Months

Ended Ended Ended
Mar. 31, Dec. 31, Dec. 31,

2012 2011 2010

60 $ 282 $ 55

2 (1)

10 Months
Ended

Oct. 31, Year Ended December 31,
2010 2009 2008 2007

$ 21$ $ 200 $ 226 $ 244

(4) II (5)

_____________

1 (1)
214 212 225 239

71 79 77 59

$ 285 $ 291 $ 302 $ 298
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Exhibit 3 1(a)

CERTIFICATION

I, WillIAM H. SPENCE, certify that:

I have reviewed this quarterly report on form 1O-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 fmancial 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 defmed 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 fmancial 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 fmancial 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
fmancial 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 fmancial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and
report fmaricial information; and

b. My 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 7, 2012 Is! William H. Spence
William H. Spence
Chairman, President and Chief Executive Officer
PPL Corporation
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Exhibit 3 1(b)

CERTIFICATION

I, PAUL A. FARR, certify that:

I have reviewed this quarterly report on Form 1O-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 1 3a- 15(1) and I 5d- 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 fmancial 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, sunnnarize 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 7, 2012 Is! Paul A. Farr
Paul A. FaIT

Executive Vice President and Chief financial Officer
PPL Corporation
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Exhibit 3 1(c)

CE RTI FICATI ON

I, DAVID G. DECAMPLI, certify that:

I have reviewed this quarterly report on Form lO-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 tight 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 fmancial statements, and other fmancial 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 defmed in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over fmancial 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 fmancial 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. My 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 7, 2012 Is! David G. DeCampli
David G. DeCampli
President
PPL Energy Supply, LLC
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Exhibit 3 1(d)

CERTIFICATION

1, PAUL A. FARR, certify that:

I have reviewed this quarterly report on Form 1O-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 fmancial statements, and other fmancial 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-l5(e)) and internal control over fmancial reporting
(as defined in Exchange Act Rules l3a-l5(f) and I 5d-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 fmancial 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 fmancial 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. My 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 7. 2012 Is! Paul A. Farr
Paul A. Farr
Executive Vice President
PPL Energy Supply, LLC
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Exhibit 3 1(e)

CERTI FICATION

I, GREGORY N. DUDKIN, certif,i that:

1. I have reviewed this quarterly report on Form 1O-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 fmancial 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 certi’ing officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules l3a-15(e) and 15d-l5(e)) and internal control over fmancial reporting
(as defined in Exchange Act Rules 13a-15(f) and 15d-15(fl) 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 fmancial 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 fmancial
reporting; and

5. The registrant’s other certif’ing officer and I have disclosed, based on our most recent evaluation of internal control
over fmancial 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 fmancial 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 7, 2012 Is! Gregory N. Dudkin
Gregory N. Dudkin
President
PPL Electric Utilities Corporation
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Exhibit 31(1)

CERTIFICATION

I, VINCENT SORGI, certify that:

I have reviewed this quarterly report on Form 1O-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 defmed in Exchange Act Rules 13a-15(e) and 15d-I5(e)) and internal control over financial reporting
(as defmed in Exchange Act Rules 13a-15(f) and 15d-15(1)) 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 coinmiftee 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. My 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 7, 2012 Is! Vincent Sorgi
Vincent Sorgi
Vice President and Chief Accounting Officer
PPL Electric Utilities Corporation
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Exhibit 3 1(g)

CERTIFICATION

I, VICTOR A. STAFFIERI, certify that:

I have reviewed this quarterly report on Form lO-Q of LG&E and KU Energy 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 fmancial information included in this report, fairly present in
all material respects the fmancial 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 l3a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defmed in Exchange Act Rules 13a-15(f) and lSd-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 fmancial 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
fmancial 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 fmancial 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 7, 2012 Is! Victor A. Staffieri
Victor A. Staffieri
Chairman. President and Chief Executive Officer
LG&E and KU Energy LLC
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Exhibit 31(h)

CERTIFICATION

I, KENT W. BLAKE, certify that:

I have reviewed this quarterly report on form lO-Q of LG&E and KU Energy 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 fmancial statements, and other fmancial information included in this report, fairly present in
all material respects the fmancial 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 fmancial reporting (as
defmed in Exchange Act Rules 1 3a- 15(f) and I 5d- 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 fmancial
reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
fmancial 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, suimnarize and
report fmancial 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 7, 2012 Is! Kent W. Blake
Kent W. Blake
Chief financial Officer
LG&E and KU Energy LLC
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Exhibit 31(i)

CERTIFICATION

I, VICTOR A. STAFFIERI, certify that:

I have reviewed this quarterly report on Form 1O-Q of Louisville Gas and Electric Company (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 fmancial statements, and other financial information included in this report, fairly present in
all material respects the fmancial 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 certif’ing officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defmed in Exchange Act Rules 13a-l5(e) and 15d-l5(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and l5d-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 certi’ing 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 infornrntion; 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 7, 2012 Is! Victor A. Staffieri
Victor A. Stafficri
Chairman, President and Chief Executive Officer
Louisville Gas and Electric Company
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Exhibit 31(j)

CERTIFICATION

I, KENT W. BLAKE, certify that:

I have reviewed this quarterly report on Form lO-Q of Louisville Gas and Electric Company (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 l3a-l5(e) and l5d-15(e)) and internal control over financial reporting (as
defmed in Exchange Act Rules 13a-l5(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 fmancial 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
fmancial 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 fmancial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, sunmiarize 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 fmancial reporting.

Date: May 7, 2012 /5/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
Louisville Gas and Electric Company

174



Exhibit 3 1(k)

CERTIFICATION

I, VICTOR A. STAFF1ERT, certify that:

I have reviewed this quarterly report on form lO-Q of Kentucky Utilities Company (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 fmancial statements, and other fmancial information included in this report, fairly present in

all material respects the fmancial 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 13al5(e) and 15d-J5(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 fmancial reporting and

the preparation of fmancial 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 fmancial

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 7, 2012 Is! Victor A. Staffieri
Victor A. Staffi cr1
Chairman, President and Chief Executive Officer
Kentucky Utilities Company
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Exhibit 3 1(1)

CERTI Fl CATION

I, KENT W. BLAKE, certify that:

I have reviewed this quarterly report on Form 1O-Q of Kentucky Utilities Company (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 fmancial statements, and other fmancial information included in this report, fairly present in
all material respects the fmancial 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 defmed in Exchange Act Rules 13a-lS(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 1 3a- 15(f) and I 5d- 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 inforniation 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 fmancial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of fmancial reporting and
the preparation of fmancial 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 fmancial 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 fmancial
reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
fmancial reporting, to the registrant’s auditors and the audit cominiftee 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 fmancial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, sunmrnrize and
report fmancial information; and

b. Any fi-aud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over fmancial reporting.

Date: May 7, 2012 Is! Kent W. Blake
Kent W. Blake
Chief Financial Officer
Kentucky Utilities Company
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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 CORPORATIONS FORM 10-Q FOR THE QUARTER ENDED MARCH 31, 2012

In coimection with the quarterly report on Form 10-Q of PPL Corporation (the “Company”) for the quarter ended

March 31, 2012, 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 certi’ that:

• 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

• The information contained in the Covered Report fairly presents, in all material respects, the fmancial

condition and results of operations of the Company.

Date: May 7, 2012 1sf William H. Spence
William H. Spence
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 CORPORATIONS FORM 10-Q FOR THE QUARTER ENDED MARCH 31, 2012

In connection with the quarterly report on Form 10-Q of PPL Corporation (the “Company’) for the quarter ended

March 31, 2012, 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 1$ U.S.C. Section 1350, as adopted pursuant to Section 906 of the

Sarbanes-Oxley Act of 2002, hereby certify that:

• The Covered Report hilly complies with the requirements of Section 13(a) or 15(d) of the Securities

Exchange Act of 1934, as amended; and

• 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 7, 2012 Is! Paul A. farr
Paul A. Farr
Exectitive Vice President and Chief Financial 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 3 2(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 FORM 10-Q FOR THE QUARTER ENDED MARCH 31, 2012

In connection with the quarterly report on Form 10-Q of PPL Energy Supply, LLC (the “Company”) for the quarter

ended March 31, 2012, 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 certifr that:

• 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

• 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 7, 2012 Is! David G. DeCampli
David G. DeCampli
President
PPL Energy Supply, LLC

A sied 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 3 2(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, LLCS FORM 10-Q FOR THE QUARTER ENDED MARCH 31, 2012

In connection with the quarterly report on Form 10-Q of PPL Energy Supply, LLC (the “Company”) for the quarter

ended March 31, 2012, as filed with the Securities and Exchange Commission on the date hereof (the “Covered Report”), I,

the principal fmancial 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:

• 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

• The information contained in the Covered Report fairly presents, in all material respects, the fmancial

condition and results of operations of the Company.

Date: May 7,2012 /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 FORM 10-Q FOR THE QUARTER ENDED MARCH 31,

2012

In connection with the quarterly report on form lO-Q of PPL Electric Utilities Corporation (the “Company”) for the

quarter ended March 31, 2012, 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 certi1’ that:

• The Covered Report fluily complies with the requirements of Section 13(a) or 15(d) of the Securities

Exchange Act of 1934, as amended; and

• The information contained in the Covered Report fairly presents, in all material respects, the fmancial

condition and results of operations of the Company.

Date: May 7, 2012 Is! Gregory N. Dudkin
Gregory N. Dudkin
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(f)

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 FORM 10-Q FOR THE QUARTER ENDED MARCH 31,
2012

In comiection with the quarterly report on Form l0-Q of PPL Electric Utilities Corporation (the “Company”) for the

quarter ended March 31, 2012, as filed with the Securities and Exchange Commission on the date hereof (the “Covered

Report”), I, the principal fmancial 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:

• The Covered Report filly complies with the requirements of Section 13(a) or 15(d) of the Securities

Exchange Act of 1934, as amended; and

• The information contained in the Covered Report fairly presents, in all material respects, the fmancial

condition and results of operations of the Company.

Date: May 7, 2012 Is! Vincent Sorgi
Vincent Sorgi
Vice President and Chief Accounting Officer
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(g)

CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350

AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

FOR LG&E AND KU ENERGY LLCS FORM 10-Q FOR THE QUARTER ENDED MARCH 31, 2012

In connection with the quarterly report on Form 10-Q of LG&E and KU Energy LLC (the “Company”) for the

quarter ended March 31, 2012, 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:

• 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

• The information contained in the Covered Report fairly presents, in all material respects, the fmancial

condition and results of operations of the Company.

Date: May 7, 2012 Is! Victor A. Staffieri
Victor A. Staffieri
Chairman, President and Chief Executive Officer
LG&E and KU Energy 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(h)

CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350

AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

FOR LG&E AND KU ENERGY LLCS FORM 10-Q FOR THE QUARTER ENDED MARCH 31, 2012

In connection with the quarterly report on Form 10-Q of LG&E and KU Energy LLC (the “Company”) for the

quarter ended March 31, 2012, 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 1$ U.S.C. Section 1350, as adopted pursuant to

Section 906 of the Sarbanes-Oxley Act of 2002, hereby certif’ that:

• 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

• The information contained in the Covered Report fairly presents, in all material respects, the fmancial

condition and results of operations of the Company.

Date: May 7, 2012 Is! Kent W. Blake
Kent W. Blake
Chief financial Officer
LG&E and KU Energy 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(1)

CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350

AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

FOR LOUISVILLE GAS AND ELECTRIC COMPANY’S FORM 10-Q FOR THE QUARTER ENDED

MARCH 31, 2012

In connection with the quarterly report on form 10-Q of Louisville Gas and Electric Company (the “Company”) for

the quarter ended March 31, 2012, 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 1$ U.S.C. Section 1350, as adopted pursuant to

Section 906 of the Sarbanes-Oxley Act of 2002, hereby certif’ that:

• The Covered Report fidly complies with the requirements of Section 13(a) or 15(d) of the Securities

Exchange Act of 1934, as amended; and

• The information contained in the Covered Report fairly presents, in all material respects, the fmancial

condition and results of operations of the Company.

Date: May 7, 2012 Is! Victor A. Staffieri
Victor A. Staffieri
Chairman, President and Chief Executive Officer

Louisville Gas and Electric Company

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.

185



Exhibit 32(j)

CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350

AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

FOR LOUISVILLE GAS AND ELECTRIC COMPANY’S FORM 10-Q FOR THE QUARTER ENDED

MARCH 31, 2012

In connection with the quarterly report on Form 1O-Q of Louisville Gas and Electric Company (the “Company”) for

the quarter ended March 31, 2012, as filed with the Securities and Exchange Commission on the date hereof (the “Covered

Report”), I, the principal fmancial officer of the Company, pursuant to 1$ U.S.C. Section 1350, as adopted pursuant to

Section 906 of the SarbanesOxley Act of 2002, hereby certify that:

• 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

• The information contained in the Covered Report fairly presents, in all material respects, the fmancial

condition and results of operations of the Company.

Date: May 7, 2012 Is! Kent W. Blake
Kent W. Blake
Chief Financial Officer
Louisville Gas and Electric Company

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(k)

CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350

AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

FOR KENTUCKY UTILITIES COMPANY’S FORM 10-0 FOR THE QUARTER ENDED MARCH 31, 2012

In connection with the quarterly report on Form 10-Q of Kentucky Utilities Company (the “Company”) for the

quarter ended March 31, 2012, 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 certif’ that:

• 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

• 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 7, 2012 Is! Victor A. Staffieri
Victor A. Staffieri
Chairman, President and Chief Executive Officer

Kentucky Utilities Company

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 3 2(1)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350

AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR KENTUCKY UTILITIES COMPANY’S FORM 10-Q FOR THE QUARTER ENDED MARCH 31 2012

In connection with the quarterly report on Form 10-Q of Kentucky Utilities Company (the “Company”) for the

quarter ended March 31, 2012, as filed with the Securities and Exchange Commission on the date hereof (the “Covered

Report”), I, the principal fmancial 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 certif’ that:

• 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

• The information contained in the Covered Report fairly presents, in all material respects, the fmancial
condition and results of operations of the Company.

Date: May 7, 2012 Is! Kent W. Blake
Kent W. Blake
Chief Financial Officer
Kentucky Utilities Company

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

[XJ QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) Of THE SECURITIES EXCHANGE ACT Of
1934 for the quarterly period ended June 30, 2012

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 23-3 074920
(Exact name of Registrant as specified 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

333-173665 LG&E and KU Energy LLC 20-0523 163
(Exact name of Registrant as specified in its charter)
(Kentucky)
220 West Main Street
Louisville, KY 40202-1377
(502) 627-2000

1-2893 Louisville Gas and Electric Company 61-0264150
(Exact name of Registrant as specified in its charter)
(Kentucky)
220 West Main Street
Louisville, KY 40202-1377
(502) 627-2000

1-3464 Kentucky Utilities Company 61-0247570
(Exact name of Registrant as specified in its charter)
(Kentucky and Virginia)
One Qtiality Street
Lexington, KY 40507-1462
(502) 627-2000



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
PPL Energy Supply, LLC
PPL Electric Utilities Corporation
LG&E and KU Energy LLC
Louisville Gas and Electric Company
Kentucky Utilities Company

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-I (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
PPL Energy Supply, LLC
PPL Electric Utilities Corporation
LG&E and KU Energy LLC
Louisville Gas and Electric Company
Kentucky Utilities Company

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.

PPL Corporation
PPL Energy Supply, LLC
PPL Electric Utilities Corporation
LG&E and KU Energy LLC
Louisville Gas and Electric Company
Kentucky Utilities Company

PPL Corporation
PPL Energy Supply. LLC
PPL Electric Utilities Corporation
LG&E and KU Energy LLC
Louisville Gas and Electric Company
Kentucky Utilities Company

PPL Corporation

PPL Energy Supply, LLC

PPL Electric Utilities Corporation

LG&E and KU Energy LLC

Louisville Gas and Electric Company

Kentticky Utilities Company

Large accelerated Accelerated Non-accelerated Smaller reporting
filer filer filer company
[XJ [ I { I [ I

I [X] [ I
[] [1 [X] [I

I [XJ [ I
[ I [ I {XJ [ I

[X] [ I

Common stock, $0.01 par value, 580,736,054 shares outstanding at
July 31, 2012.

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

Common stock, no par value. 66,368.056 shares outstanding and all held
by PPL Corporation at July 31. 2012.

PPL Corporation directly holds all of the membership interests in LG&E
and KU Energy LLC.

Common stock, no par value, 21,294.223 shares outstanding and all held
by LG&E and KU Energy LLC at July 31, 2012.

Common stock, no par value, 37,817.87$ shares outstanding and all held
by LG&E and KU Energy LLC at July 31. 2012.

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 JO-Q.

Yes X
Yes X
Yes X
Yes X
Yes X
Yes X

No
No
No
No
No
No

Yes X
Yes X
Yes X
Yes X
Yes X
Yes X

No
No
No
No
No
No

Indicate by check mark whether the registrants are shell companies (as defmed in Rule l2b-2 of the Exchange Act).

Yes
Yes
Yes
Yes
Yes
Yes

No X
No X
No X
No X
No X
No X

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



PPL CORPORATION
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LG&E AND KU ENERGY LLC

LOUISVILLE GAS AND ELECTRIC COMPANY
KENTUCKY UTILITIES COMPANY
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This combined Form 10-Q is separately filed by the following individual registrants: PPL Corporation, PPL Energy Supply,
LLC, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky
Utilities Company. Information contained herein relating to any individual registrant is filed by such registrant solely on its own
behalf, and no registrant makes any representation as to information relating to any other registrant, except that information
under “Forward-Looking Information” relating to PPL Corporation subsidiaries is also attributed to PPL Corporation and
infonnation relating to the subsidiaries of LG&E and KU Energy LLC is also attributed to LG&E and KU Energy LLC.

Unless otherwise specified, references within this Report, individually, to PPL, PPL Energy Supply, PPL Electric, LKE, LG&E
and KU al-c references to such entities directly or to one or more of their subsidiaries, as the case may be, the financial results of
which are consolidated into such Registrants in accordance with GAAP. This presentation has been applied where identification
of particular subsidiaries is not material to the matter being disclosed, and to conform narrative disclosures to the presentation of
fmancial information on a consolidated basis.
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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.

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.

LKS - LG&E and KU Services Company, a subsidiary of LKE that provides services for LKE and its subsidiaries. The
subsidiary was acquired by PPL through the acquisition of LKE in November 2010.

PPL - PPL Corporation, the parent holding company of PPL Electric, PPL Energy Funding, LKE and other subsidiaries.

PPL Brunner Island - PPL Brunner island, LLC, a subsidiary of PPL Generation that owns generating operations in
Pennsylvania.

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 EnergyPius - PPL EnergyPlus, LLC, a subsidiaiy 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 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 subsidiaiy 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 Montour - PPL Montour, LLC, a subsidiary of PPL Generation that owns generating operations in Pennsylvania.

PPL Services - PPL Services Corporation, a subsidiary of PPL that provides services for PPL and its subsidiaries.

PPL Susquehanna - PPL Susquehaima, 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 indirectly wholly owns both WPD (East Midlands) and 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 plants in westei-n
Kentucky until July 2009. The subsidiary was acquired by PPL through the acquisition of LKE in November 2010.

Other terms and abbreviations

£ - British pound sterling.

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 $1,000 principal amount of PPL Capital Funding 4.625% Junior Subordinated
Notes due 201$.

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. I 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 Form 10-K - Annual Report to the SEC on Form 10-K for the year ended December 31, 2011.

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.

Act 129 - became effective in October 200$. 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 fmance construction
projects of regulated businesses, which is capitalized as part of construction costs.

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 bertveen two
locations, products or time periods.

Bcf- billion cubic feet.

Bluegrass CTs - three natural gas combustion turbines owned by Bluegrass Generation. In 2011, LG&E and KU entered
into an asset purchase agreement with Bluegrass Generation for the purchase of these combustion turbines, subject to certain
conditions including receipt of applicable regulatory approvals and clearances. In June 2012, LG&E and KU terminated the
asset purchase agreement.

Bluegrass Generation - Bluegrass Generation Company, L.L.C., an exempt wholesale electricity generator in LaGrange,
Kentucky.

BREC - Big Rivers Electric Corporation, a power-generating rural electric cooperative in western Kentucky.

CAIR - the EPA’s Clean Air Interstate Rule.

Clean Air Act - federal legislation enacted to address certain enviromnental 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. Authority granted by the KPSC pursuant to Kentucky Revised
Statute 278.020 to provide utility service to or for the public or the construction of any plant, equipment, property or facility
for furnishing of utility service to the public.

CSAPR - Cross-State Air Pollution 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 has granted a stay allowing CAIR to remain in
place pending a ruling on the legal challenges to the CSAPR.

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 Refonri and Consumer Protection Act that was signed into law in July 2010.

DOE - Department of Energy, a U.S. government agency.

DPCR4 - Distribution Price Control Review 4. the U.K. 5-year rate review period applicable to WPD that commenced
April 1, 2005.

DPCR5 - Distribution Price Control Review 5. the U.K. 5-year rate review period applicable to WPD that commenced
April 1,2010.

DRIP - Dividend Reinvestment and Direct Stock Purchase Plan.
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DSM - 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 andlor 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.

E.ON AG - a German corporation and the parent of E.ON UK plc, the former parent of Central Networks, and the indirect
parent of EON US Investments Corp., the former parent of LKE.

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.

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 fmancial 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: (1) 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.

Intermediate and peaking generation - includes the output provided by PPL’s oil- and natural gas-fired units.

Ironwood Acquisition - In April 2012, PPL Ironwood Holdings, LLC. an indirect, wholly owned subsidiary of PPL
Energy Supply, completed the acquisition from a subsidiary of The AES Corporation of all of the equity interests of AES
Ironwood. L.L.C. (subsequently renamed PPL Ironwood. LLC) and AES Prescott. L.L.C. (subsequently renamed PPL
Prescott. LLC), which owr and operate. respectively, the ironwood facility.

Ironwood Facility - a natural gas-fired power plant in Lebanon. Pennsylvania with a summer rating of 657 MW.

IRS - Internal Revenue Service, a U.S. government agency.

ISO - Independent System Operator.
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KP$C - 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 Shoreharn, New York and related tolling agreements. This business was sold in February 2010.

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. Derivatives that
qualify for this exception receive accrual accounting treatment.

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 - Ohio 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 plant in Ohio and the Clifty Creek plant in indiana, with
combined nameplate capacities of 2,390 MW.

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

PJM - PJM 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 area who have not chosen to select an alternative electricity supplier under the Customer Choice Act.

PP&E - property, plant and equipment.

Predecessor - refers to the LKE, LG&E and KU pre-acquisition activity covering the time period prior to November 1,
2010.

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

Purchase Contract(s) - refers collectively to the 2010 and 2011 Purchase Contracts.

RAy- regulatory asset value. This term is also commonly known as RAB or regulatory asset base.

RECs - renewable energy credits.
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Registrants - PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU, collectively.

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 concerning 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 fmancial 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 andlor 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.

SMGT- Southern Montana Electric Generation & Transmission Cooperative. Inc.. a Montana cooperative and purchaser of
electricity under a long-term supply contract with PPL EnergyPlus that was terminated effective April 1,2012.

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

Successor - refers to the LKE. LG&E and KU post-acquisition activity covering the time period after October 31, 2010.

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 net summer capacity of 732 MW. LKE
indirectly owns a 75% interest (consists of LG&E’s 14.25% and KU’s 60.75% interests) in 1C2 or 549 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
tttilities in Tennessee.

Utilization Factor - a measure reflecting the percentage of electricity actually generated by plants cofnpared with the
electricity the plants could produce at full capacity when available.

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.
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WNAP - 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 finn 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 the Registrants 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 each Registrant’s
2011 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.

• 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 and cost of scheduled and unscheduled outages at our generating facilities;
• transmission and distribution system conditions and operating costs;
• expansion of alternative sources of electricity generation;
• collective labor bargaining negotiations;
• the outcome of litigation against the Registrants and their subsidiaries;
• potential effects of threatened or actual terrorism, war or other hostilities, cyber-based intrusions or natural disasters;
• the commitments and liabilities of the Registrants and their 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 stnicture;

• stock price performance of PPL;
• 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;
• 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;
• new accounting requirements or new interpretations or applications of existing requirements;
• changes in securities and credit ratings;
• 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, including additional NRC requirements;

• political, regulatory or economic conditions in states, regions or countries where the Registrants or their subsidiaries
conduct business;

• receipt of necessary governmental permits, approvals and rate relief;
• new state, federal or foreign legislation or regulatory developments;
• the outcome of any rate cases or other cost recovery filings by PPL E]ectric at the PUC or the FERC. by LG&E at the

KPSC or the FERC. by KU at the KPSC, VSCC, TRA or the FERC. or by WPD at Ofgem in the U.K.;

• the impact of any state, federal or foreign investigations applicable to the Registrants and their subsidiaries and the energy
industiy;

• the effect of any business or industry restructuring;
• development of new projects. markets and technologies;
• performance of new ventures: and
• btisiness dispositions or acquisitions and our ability to successfully operate such acquired businesses and realize expected

benefits from business acquisitions. including PPL’s 2011 acquisition ofWPD Midlands and 2010 acquisition ofLKE.



Any such forward-looking statements should be considered in light of such important factors and in conjunction with other
documents of the Registrants 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 the Registrants 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 the Registrants 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)

ai’Iillio,is ofDollars, except share data)

2012 2011 2012 2011

Operating Revenues
Utility S 1,605 $ 1,484 $ 3,319 $ 3,020

Unregulated retail electric and gas 179 1$l 402 328

Wholesale energy marketing
Realized 1,083 732 2,291 1,770

Unrealized economic activity (Note 14) (458) (44) 394 13
Net energy trading margins 10 10 1$ 21

Energy-related businesses 130 126 237 247

Total Operating Revenues 2,549 2,489 6,661 5,399

Operating Expenses
Operation

Fuel
Energy purchases

Realized
Unrealized economic activity (Note 14)

Other operation and maintenance
Depreciation
Taxes, other than income
Energy-related businesses
Total Operating Expenses

Operating Income

Other Income (Expense) - net

Other-Than-Temporary hnpainnents

Interest Expense

Income from Continuing Operations Before Income Taxes

414 835 $89

Income Taxes

____________ ____________ ____________ ____________

Income from Continuing Operations After Income Taxes 277

Income (Loss) from Discontinued Operations (net of income taxes)

_____________ _____________ _____________

Net Income 271

Net Income Attributable to Noncontrolling Interests 4 4 $

Net Income Attributable to PPL Corporation S 271 $ 196 5 812 $ 597

Amounts Attributable to PPL Corporation:
Income from Continuing Operations After Income Taxes S 277 $ 197 $ 81$ $ 595

Income (Loss) from Discontinued Operations (net of income taxes) (6) (1) (6) 2

Net Income 5 271 $ 196 5 812 $ 597

Earnings Per Share of Common Stock:
Income from Continuing Operations After Income Taxes Available to PPL
Corporation Common Shareowners:
Basic 5 0.47 $ 0.35 5 1.40 $ 1.13

Diluted $ 0.47 S 0.35 5 1.40 $ 1.13

Net Income Available to PPL Corporation Common Shareowners:
Basic $ 0.46 $ 0.35 5 1.39 S 1.14

Diluted $ 0.46 $ 0.35 5 1.39 $ 1.14

Dividends Declared Per Share of Comnion Stock $ 0.36 $ 0.35 5 0.72 $ 0.70

Weighted-Average Shares of Common Stock Outstanding (in thousands)
Basic 579,881 561.652 579,462 522.897

Diluted 580,593 562.019 580,062 523.184

The acconipaming No/c’s /0 Condensed Financial Statements tnt’ an in,eercil pat! ofmite JInancial s/a/c’ments.

Three Months Ended
June 30,

Six Months Ended
June 30,

411

787 434 1,670 1,105
(442) (109) 149 (127)
739 723 1,445 1,306
271 237 535 445

87 75 178 148
124 120 226 233

1,977 1.894 5,038 3,999

572 595 1,623 1.400

30 (34) 13 (39)

236 264 466 438

365 297 1,169 922

8$ 96 347 319

201 822 603

(6) (1) (6) 2

200 816 605

I 1 I
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CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
PPL Corporation and Subsidiaries. (Unaudited)
(Ivuillions ofDollars)

2012 2011 2012 2011

$ 271 $ 200 S 816 $ 605

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), $0, $0, $1....
Available-for-sale securities, net of tax of $8, ($1), ($20), ($13)
Qualifying derivatives, net of tax of$7, $21, ($55), ($11)
Equity investees other comprehensive income (loss), net of

tax of $0, $0, $2, $0
Defmed benefit plans:

Net actuarial gain (loss), net of tax of $28, $0, $28, $0
Reclassifications to net income - (gains) losses, net of tax expense
(benefit):

Available-for-sale securities, net of tax of $1, $0, $3, $5
Qualifying derivatives, net oftax of $84, $55, $171, $106
Equity investees other comprehensive (income) loss, net of

tax of $0, $0, $0, $0
Defined benefit plans:

Prior service costs, net of tax of($2), ($1), ($3), ($3)
Net actuarial

loss, net of tax of ($7), ($6). ($11), ($10)

___________ ___________ ___________ ___________

Total other comprehensive income (loss) attributable to PPL
Corporation

__________ __________ __________ __________

Comprehensive income (loss)
Comprehensive income attributable to noncontrolling interests 4 4 $

Comprehensive income (loss) attributable to PPL Corporation S (119) $ 185 S 480 $ 641

The accomprnn’mg Nofes to Condensed financial Statements are an integral part ofthc’financial statements.

Three Months Ended
June 30,

Six Months Ended
June 30,

(103)
15
68

160
13

7

(179)
(7)

2

1

(85)

(1)
(140)

(3) (1)

93
1

(30)

(1)
(89)

1

(85)

(4)
(262)

(8)
(158)

3

2 2 5 5

17 12 37 23

(390) (11) (332) 44

(119) 189 484 649
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
PPL Corporation and Subsidiaries
(Unaudited)
(Millions ofDollars)

Six Months Ended June 30,
2012 2011

Cash Flows from Operating Activities
Net income $ 816 S 605

Adjustments to reconcile net income to net cash provided by operating activities
Depreciation 535 446

Amortization 88 126
Defined benefit plans - expense 84 71

Deferred income taxes and investment tax credits 364 337

Unrealized (gains) losses on derivatives, and other hedging activities (209) (165)

Other 25 67

Change in current assets and current liabilities
Accounts receivable 21 (36)

Accounts payable (126) (60)
Unbilled revenues 72 194

Prepayments (97) 111
Counterparty collateral 57 (258)

Taxes 29 (63)

Accrued interest (87) (9)

Other (71) 36

Other operating activities
Defmed benefit plans - fimding (493) (550)

Other assets (16) (42)
Other liabilities (45) 4

Net cash provided by operating activities 947 814

Cash Flows from Investing Activities
Expenditures for property, plant and equipment (1,309) (1,003)

Proceeds from the sale of certain non-core generation facilities 381

fronwood Acquisition, net of cash acquired (84)
Acquisition of WPD Midlands (5,763)
Purchases of nuclear plant decommissioning trust investments (85) (107)

Proceeds from the sale of nuclear plant decommissioning trust investments 79 100

Proceeds from the sale of other investments 21 163

Net (increase) decrease in restricted cash and cash equivalents 54 (22)

Other investing activities (29) (48)

Net cash provided by (used in) investing activities (1,353) (6,299)

Cash Flows from Financing Activities
Issuance of long-tenn debt 575 4,350

Issuance of cnmmou stock 35 2,266

Payment of connnon stock dividends (413) (340)

Redemption of preference stock of a subsidiaiy (250)
Net increase (decrease) in shon-tenn debt 311 (321)

Other financing activities (67) (108)

Net cash provided by (used in) fmancing activities 191 5,847

Effect of Exchange Rates on Cash and Cash Equivalents (6) (18)

Net Increase (Decrease) in Cash and Cash Equivalents (221) 344

Cash and Cash Equivalents at Beginning of Period 1,202 925

Cash and Cash Equivalents at End of Period $ 981 $ 1,269

The accompanying No/es to Condensed Financial Statements are an integral part ofthe financial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Corporation and Subsidiaries

• (Unauthted)
(Millions ofDollars, shares in thousands,)

June 30, December 31,
2012 2011

Assets

Current Assets
Cash and cash equivalents $ 981 $ 1,202

Short-term investments 16

Restricted cash and cash equivalents 101 152

Accounts receivable (less reserve: 2012. $64; 2011, $54)
Customer 750 736

Other 63 91

Unbilled revenues 754 830

Fuel, materials and supplies 719 654

Prepayments 252 160

Price risk management assets 2,483 2,548

Regulatory assets 17 9

Other current assets 31 28

Total Current Assets 6,151 6.426

Investments
Nuclear plant decommissioning trust funds 681 640

Other investments 68 78

Total investments 749 718

Property, Plant and Equipment
Regulated utility plant 23,584 22,994

Less: accumulated depreciation - regulated utility plant 3,813 3.534

Regulated utility plant, net 19,771 19,460

Non-regulated property, plant and equipment
Generation 11,182 10,514

Nuclear fuel 524 457

Other 674 637

Less: accumulated depreciation - non-regulated property, plant and equipment 5,762 5,676

Non-regulated property, plant and equipment. net 6,618 5.932

Construction work in progress 1,880 1.874

Property, Plant and Equipment, net (a) 28,269 27,266

Other Noncurrent Assets
Regulatory assets 1,335 1,349

Goodwill 4,036 4,114

Other intangibles (a) 909 1,065

Price risk management assets 1,112 920

Other noncurrent assets 947 790

Total Other Noncurrent Assets 8,339 8,238

Total Assets S 43,508 $ 42.648

(a) Both June 30, 2012 and December 31, 2011 include $416 million of PP&E. consisting primarily of”Generation,” includmg leasehold improvements,

and $10 million and $11 million of”Other intangibles” from the consolidation ofa VIE that is the owner/lessor ofthe Lower Mt. Bethel plant.

The acconipcun’ing Notes to condensed Fnianeinl Stotemet its are an nitep-al part a/the Jmnoncial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Corporation and Subsidiaries
(Unaudited)
(Millions ofDollars, shares in thousands,)

June 30, December 31,
2012 2011

Liabilities and Equity

Current Liabilities
Short-term debt $ 889 $ 578
Long-term debt due within one year 12
Accounts payable 1,037 1,214
Taxes 94 65
Interest 201 287
Dividends 210 207
Price risk management liabilities 1,595 1,570
Regulatory liabilities 58 73
Other current liabilities 1,222 1,261
Total Current Liabilities 5,318 5,255

Long-term Debt 18,698 17,993

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes 3,638 3,326
Investment tax credits 305 285
Price risk management liabilities 1,016 840
Accrued pension obligations 1,093 1,313
Asset retirement obligations 497 484
Regulatory liabilities 1,003 1,010
Other deferred credits and noncurrent liabilities 960 1,046
Total Deferred Credits and Other Noncurrent Liabilities 8,512 8,304

Commitments and Contingent Liabilities (Notes 6 and 10)

Equity
PPL Corporation Shareowners Common Equity

Common stock - $0.01 par value (a) 6 6
Additional paid-in capital 6,886 6,813
Earnings reinvested 5,190 4,797
Accumulated other comprehensive loss (1,120) (788)
Total PPL Corporation Shareowners’ Common Equity 10,962 10,828

Noncontrolling Interests 18 268
Total Equity 10,980 11,096

Total Liabilities and Equity $ 43,508 $ 42,648

(a) 780,000 shares authorized; 580,213 and 578,405 shares issued and outstanding at June 30, 2012 and December31, 2011.

The accompcmving Notes to Condensed Financial Statements are an integral part of/he financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
PPL Corporation and Subsidiaries
(Unaudited)
(Millions ofDollars,)

PPL Corporation Shareowners

Common

(250) (460)

___________ _________ ____________

(390) (390)
580,213 $ 6 $ 6,$$6 $ 5,190 $ (1,120) $ 1$ $ 10,980

578,405 $ 6 $ 6,813 $ 4,797 $ (78$) $ 26$ $ 11,096
1,808 50 50

4 816

(254) (673)

__________ ________ ___________

(332) (332)
580.213 $ 6 $ 6.886 S 5.190 $ (1.120) S 18 5 10.980

March 31, 2011 484,618 $ 5 S 4,637 $ 4,312 $ (424) $ 26$ $ 8.79$
Common stock issued (b) 92.647 1 2,273 2.274
Purchase Contracts (d) (141) (141)
Stock-based compensation (c) 5 5
Net income 196 4 200
Dividends, dividend equivalents

and distributions(e) (202) (4) (206)
Other comprehensive

income (loss)

______________ ___________ ______________

(11) (11)
June 30, 2011 577.265 $ 6 $ 6,774 $ 4,306 $ (435) $ 26$ $ 10.919

December 31, 2010 483,391 $ 5 $ 4,602 $ 4,082 $ (479) $ 268 $ 8.478
Conrnon stock issued (b) 93.874 1 2,312 2.3 13
Purchase Contracts (d) (141) (141)
Stock-based compensation (c) I
Net income 597 $ 605
Dividends, dividend equivalents

and distributions(e) (373) (8) (381)
Other comprehensive

income (loss)

___________ _________ ___________

44 44
June 30, 2011 . 577.265 $ 6 $ 6,774 $ 4.306 $ (435) $ 26$ $ 10.9 19

stock Accumulated
shares Additional other Non-

outstanding Common paid-in Earnings comprehensive controlling
(a) stock capital reinvested loss interests Total

579,520 $ 6 $ 6,862 $ 5,129 $ (730) $ 268 $ 11,535
693 18 18

6 6
271 271

(210)

March 31, 2012
Common stock issued (b)
Stock-based compensation (c)
Net income
Dividends, dividend equivalents,

redemptions and distributions (e)..
Other comprehensive

income (loss)
June 30, 2012

December 31, 2011
Common stock issued (b)
Stock-based compensation (c)
Net income
Dividends, dividend equivalents,

redemptions and distributions (e)..
Other comprehensive

income (loss)
June 30, 2012

23
$12

(419)

23

(a) Shares in thousands. Each share entitles the holder to one vote on any question presented to any shareowiiers’ meeting.
(b) Each period includes shares of common stock issued through various stock and incentive compensation plans. The 2011 periods include the April

issuance of 92 million shares of common stock.
(c) The three and six months ended June 30, 2012 include $6 million and $35 million and the three and six months ended June 30, 2011 include $5 million

and $22 million of stock-based compensation expense related to new and existing unvested equity awards. The six months ended June 30, 2012 and
2011 mclude 5(12) million and S(2l) million related primarily to the reclassification from “Stock-based compensation” to “Common stock issued” for
the issuance of common stock afler applicable equity award vesting periods and tax adjustments related to stock-based compensation.

(d) The 2011 periods include $123 million for the 2011 Purchase Contracts and $18 million ofrelated fees and expenses, net of tax.
(e) “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. In June 2012, PPL Electric redeemed all of its outstanding
preference stock at par value, $250 million in the aggregate. See Note 7 for additional infonnation.

The acconipcnn’ing i/ales So Condensed financial Siaiemc’nis arc’ an imc’gral pcirl of the Jinnncicd s!a!enie,its.
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Operating Revenues
Wholesale energy marketing

Realized $
Unrealized economic activity (Note 14)

Wholesale energy marketing to affiliate
Unregulated retail electric and gas
Net energy trading margins
Energy-related businesses

____________

Total Operating Revenues

__________

Operating Expenses
Operation

Fuel
Energy purchases

Realized
Unrealized economic activity (Note 14)

Energy purchases from affiliate
Other operation and maintenance

Depreciation
Taxes, other than income
Energy-related businesses
Total Operating Expenses

__________

Operating Income

Other hicome (Expense) - net 5

Other-Than-Temporary Impairments

Interest Income from Affiliates

Three Months Ended Six Months Ended
June 30, June 30,

2012 2011 2012 2011

1,083 $ 732 $ 2,291 $ 1,770
(458) (44) 394 13

17 4 38 10
iso 181 404 328

10 10 18 21
112 114 208 224
944 997 3,353 2,366

196 208 407 46$

635 226 1,294 540
(442) (109) 149 (127)

1 1 2
294 288 549 533

69 60 133 119
17 16 35 32

109 112 201 220
878 802 2,769 1,787

66 195 584 579

4 10 18

1 1

1 1 4

Interest Expense 43 51 80 98

Income from Continuing Operations Before Income Taxes 28 149

Income Taxes 9 59 186 201

Income from Continuing Operations After Income Taxes 19 90 328 301

Income (Loss) from Discontinued Operations (net of income taxes) (1) 2

Net Income Attributable to PPL Energy Supply $ 19 $ $9 $ 328 $ 303

The acconipanving Notes to Condensed financial Statements ate an integral part ofthe financial statements.

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

(Millions ofDollars)

514 502
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CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
PPL Energy Supply, LLC and Subsidiaries
(Unaudited)
(Millions ofDollars)

Three Months Ended Six Months Ended
June 30, June30,

2012 2011 2012 2011

Net income $ 19 $ 89 S 32$ $ 303

Other comprehensive income (loss):
Amounts arising during the period - gains (losses), net of tax (expense)
benefit:
Available-for-sale securities, net of tax of$8, ($1), ($20), ($13) (7) 1 15 13
QuaIil’ing derivatives, net oftax of$5, $13, ($52), ($21) (9) (21) 47 29

Reclassifications to net income - (gains) losses, net of tax expense
(benefit):
Available-for-sale securities, net of tax of $1, $0, $3, $5 (1) (1) (4) (8)
Qualifying derivatives, net oftax of $75, $49, $168, $103 (108) (68) (247) (147)
Equity investees other comprehensive (income) loss, net of
tax of $0, $0, $0, $0 1 3

Defmed benefit plans:
Prior service costs, net of tax of$0, ($1), ($1), ($2) 2 1 3 2
Net actuarial loss, net of tax of($2), ($1), $0, ($1) 1 1 6 2

Total other comprehensive income (loss) attributable to
PPL Energy Supply (122) (86) (180) (106)

Comprehensive income (loss) attributable to PPL Energy Supply $ (103) $ 3 $ 148 $ 197

The acconipamhig Notes to Condensed Financial Statements are an integral part ofthe financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
PPL Energy Supply, LLC and Subsidiaries

• (Unaudited)
(Millions ofDollars)

Six Months Ended June 30,
2012 2011

Cash Flows from Operating Activities
Net income $ 328 $ 303
Adjustments to reconcile net income to net cash provided by operating activities

Depreciation 133 120
Amortization 57 50
Defined benefit plans - expense 22 17
Deferred income taxes and investment tax credits 165 186
Unrealized (gains) losses on derivatives, and other hedging activities (216) (163)
Other 28 29

Change in current assets and current liabilities
Accounts receivable (2) 57
Accounts payable (57) (104)
Unbilled revenues 61 126

Fuel, materials and supplies (74) (26)
Taxes (58) 31
Counterparty collateral 57 (258)
Other (40) (43)

Other operating activities
Defmed benefit plans - funding (69) (137)
Other assets (19) (25)
Other liabilities (8) 25

Net cash provided by operating activities 308 188

Cash Flows from Investing Activities
Expenditures for property, plant and equipment (316) (324)
Proceeds from the sale of certain non-core generation facilities 381
fronwood Acquisition, net of cash acquired (84)
Purchases of nuclear plant deconnnissioning trust investments (85) (107)
Proceeds from the sale of nuclear plant decomnilssioning trust investments 79 100

Net (increase) decrease in notes receivable from affiliates 198 (37)

Net (increase) decrease in restricted cash and cash equivalents 57 (14)
Other investing activities (22) (35)

Net cash provided by (used in) investing activities (173) (36)

Cash Flows from Financing Activities
Contributions from member 472 168

Distributions to member (657) (134)

Cash included in net assets of subsidiary distributed to member (325)

Net increase (decrease) in short-tenn debt 120 (100)

Other fmancing activities (3)

________________

Net cash provided by (used in) fmancing activities (68) (391)

Net Increase (Decrease) in Cash and Cash Equivalents 67 (239)

Cash and Cash Equivalents at Beginning of Period 379 661

Cash and Cash Equivalents at End of Period $ 446 $ 422

The occomponving Notes to Condensed Finonciol Stotenients ore on integral port ofthe financial stotements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Energy Supply, LLC and Subsidiaries

• (Unaudited)
(Millions ofDollors)

June 30, December 31,
2012 2011

Assets

Current Assets
Cash and cash equivalents S 446 $ 379
Restricted cash and cash equivalents 93 145
Accounts receivable (less reserve: 2012, $23; 2011, $15)

Customer 181 169
Other 22 31

Accounts receivable from affiliates 89 89
Unbilled revenues 341 402
Note receivable from affiliate 198
Fuel, materials and supplies 372 298
Prepayments 44 14
Price risk management assets 2,471 2,527
Other current assets 12 11
Total Current Assets 4,071 4,263

Investments
Nuclear plant decommissioning trust funds 681 640
Other investments 42 40
Total Investments 723 680

Property, Plant and Equipment
Non-regulated property, plant and equipment

Generation 11,191 10,517
Nuclear fuel 524 457
Other 253 245

Less: accumulated depreciation - non-regulated property, plant and equipment 5,649 5,573
Non-regulated property, plant and equipment, net 6,319 5,646

Construction work in progress 810 840
Property, Plant and Equipment, net (a) 7,129 6,486

Other Noncurrent Assets
Goodwill 86 86
Other intangibles (a) 244 386
Price risk management assets 1,035 896
Other noncurrent assets 387 382
Total Other Noncurrent Assets 1,752 1,750

Total Assets $ 13,675 $ 13,179

(a) Both June 30, 2012 and December 31, 2011 include $416 million of PP&E, consisting primarily of “Generation,” including leasehold improvements,
and $10 million and $11 million of “Other intangibles” from the consolidation of a VIE that is the owner/lessor of the Lower Mt. Bethel plant.

The occompanving Notes to Condensed Finonciol Stotenzents ore on integrol port ofthefinonciol stotements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Energy Supply, LLC and Subsidiaries

• (Unauthted)
(Millions ofDollars)

June 30, December 31,
2012 2011

Liabilities and Equity

Current Liabilities
Short-term debt $ 520 $ 400

Long-term debt due within one year 12
Accounts payable 428 472

Accounts payable to affiliates 5 14

Taxes 32 90

Interest 31 30

Price risk management liabilities 1,570 1,560
Counterparty collateral 205 148

Deferred income taxes 296 315
Other current Liabilities 209 196

Total Current Liabilities 3,308 3,225

Long-term Debt 3,267 3,024

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes 1,286 1,223
Investment tax credits 159 136

Price risk management liabilities 958 785
Accrued pension obligations 156 214

Asset retirement obligations 359 349
Other deferred credits and noncurrent liabilities 182 186

Total Deferred Credits and Other Noncurrent Liabilities 3,100 2.893

Commitments and Contingent Liabilities (Note 10)

Equity
Member’s equity 3,982 4,019

Noncontrolling interests 18 18

Total Equity 4,000 4,037

Total Liabilities and Equity $ 13,675 $ 13,179

The acconipom’ing Notes to Condensed Financial Stotenients ore an integral part ofthe financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
PPL Energy Supply, LLC and Subsidiaries

• (Unauffited)
(Millions ofDollars)

Non-
Member’s controlling

equity interests Total

March 31,2012 $ 3,713 $ 18 $ 3,731
Net income 19 19
Other comprehensive income (loss) (122) (122)
Contributions from member 472 472
Distributions (100) (100)
June3O,2012 $ 3,982 $ 18 $ 4,000

December3l,2011 $ 4,019 $ 18 $ 4,037
Net income 328 328
Other comprehensive income (loss) (180) (180)
Contributions from member 472 472
Distributions (657) (657)
June3O,2012 $ 3,982 $ 18 $ 4,000

March3l,2011 $ 3,316 $ 18 $ 3,334
Net income 89 89
Other comprehensive income (loss) (86) (86)
Contributions from member 168 168
Distributions (53) (53)
June3O,2011 $ 3.434 $ 18 $ 3,452

December3l,2010 $ 4,491 $ 18 $ 4,509
Net income 303 303
Other comprehensive income (loss) (106) (106)
Contributions from member 168 168
Distributions (134) (134)
Distribution of membership interest in PPL Global (a) (1.268) (1,288)
June3O,2011 $ 3,434 $ 18 $ 3,452

(a) In January 2011, PPL Energy Supply distributed its entire membership interest in PPL Global to PPL Energy Supply’s parent, PPL Energy Funding,
The distribution was made based on tbe book value of the assets and liabilities of PPL Global with fmancial effect as of January 1,2011, and no gains
or losses were recognized on the distribution.

The accanipanving Notes to Condensed Financial Statements are an integral part ofthe financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF INCOMEPPL Electric Utilities Corporation and Subsidiaries. (Unaudited)
(Millions ofDollars)

Three Months Ended Six Months Ended
June 30, June30,

2012 2011 2012 2011Operating Revenues
Retail electric

$ 403 $ 436 $ 860 $ 990Electric revenue from affiliate 1 4 2 8Total Operating Revenues 404 440 862 998
Operating Expenses

Operation
Energy purchases

120 169 273 420Energy purchases from affiliate 17 4 38 10Other operation and maintenance 143 126 283 256Depreciation
39 37 78 70Taxes, other than income 22 22 48 57Total Operating Expenses 341 358 720 813

Operating Income
63 82 142 185

Other Income (Expense) - net 1 1 3 1
Interest Expense

24 24 48 48
Income Before Income Taxes 40 59 97 138
Income Taxes

11 19 31 42
Netlncome(a)

29 40 66 96
Distributions on Preference Stock

4 4 8
Net Income Available to PPL Corporation $ 29 $ 36 $ 62 $ 88
(a) Net income approximates comprehensive income.

The cicconipanving Notes to Condensed Financial Siatenients are an integral part ofthefinancial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Millions ofDollars)

Six Months Ended
June 30,

2012 2011Cash Flows from Operating Activities
Net income

$ 66 $ 96Adjustments to reconcile net income to net cash provided by (used in) operating activitiesDepreciation
78 70Amortization

9Defmed benefit plans - expense 11 9Deferred income taxes and investment tax credits 59 (19)Other
5 2Change in current assets and current liabilities

Accounts receivable
19 (48)Accounts payable

(37) (75)Unbilled revenues
11 47Prepayments

(18) 38Regulatory assets and liabilities
(12) 63Taxes

10Other
(11) (16)Other operating activities

Defmed benefit plans - funding (54) (102)Otherassets
2 (7)Other liabilities

(27) (5)Net cash provided by (used in) operating activities 101 63
Cash Flows from Investing Activities

Expenditures for property, plant and equipment (256) (244)Other investing activities
(1) 4Net cash provided by (used in) investing activities (257) (240)

Cash Flows from Financing Activities
Redemption of preference stock

(250)Payment of common stock dividends to parent (56) (52)Net increase (decrease) in note payable to affiliate
37Net increase (decrease) in short-term debt 195Distributions on preference stock

(8) (8)Net cash provided by (used in) financing activities (119) (23)
Net Increase (Decrease) in Cash and Cash Equivalents (275) (200)Cash and Cash Equivalents at Beginning of Period 320 204Cash and Cash Equivalents at End of Period $ 45 $ 4

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statenents.
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Electric Utilities Corporation and Subsidiaries

• (Unaudited)
(Millions ofDnllars, shares in thousands)

June 30, December 31,
2012 2011

Assets

Current Assets
Cash and cash equivalents $ 45 $ 320
Accounts receivable (less reserve: 2012, $18; 2011, $17)

Customer 261 271
Other 6 9

Accounts receivable from affiliates 30 35
Unbilled revenues 87 98
Materials and supplies 38 42
Prepayments 96 78
Other current assets 29 30
Total Current Assets 592 883

Property, Plant and Equipment
Regulated utility plant 6,024 5,830
Less: accumulated depreciation - regulated utility plant 2,269 2,217

Regulated utility plant, net 3,755 3,613
Other, net 2 2
Construction work in progress 262 242
Property, Plant and Equipment, net 4,019 3,857

Other Noncurrent Assets
Regulatory assets 734 729
Intangibles 161 155
Other noncurrent assets 80 81
Total Other Noncurrent Assets 975 965

Total Assets $ 5,586 $ 5,705

The ncconzpnm’ing Noles to Condensed Financial Statements are au nutepvl part ofthejhunncinl stotements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Electric Utilities Corporation and Subsidiaries

• (Unaudited)
(Millions ofDollars, shares in thousands

June 30, December 31,
2012 2011

Liabilities and Equity

Current Liabilities
Short-term debt $ 195
Accounts payable 154 $ 171Accounts payable to affiliates 49 64Interest

23 24Regulatory liabilities 42 53Customer deposits and prepayments 29 39Vacation
23 22Other current liabilities 39 47

Total Current Liabilities 554 420

Long-term Debt 1,718 1,718

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes 1,168 1,115Investment tax credits 4 5Accrued pension obligations 139 186Regulatory liabilities 9 7Other deferred credits and noncurrent liabilities 113 129
Total Deferred Credits and Other Noncurrent Liabilities 1,433 1,442

Commitments and Contingent Liabilities (Notes 6 and 10)

Shareowners’ Equity
Preference stock

250Common stock - no par value (a) 364 364Additional paid-in capital 979 979Earnings reinvested 538 532
Total Equity 1,881 2,125

Total Liabilities and Equity $ 5,586 $ 5,705

(a) 170,000 shares authorized; 66,368 shares issued and outstanding at June 30, 2012 and December 31, 2011.

The acconipanving Notes to Condensed Financial Statements are an interal part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF SHAREOWNERS’ EQUITY
PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Millions ofDollars)

Common
stock
shares Additional

outstanding Preference Common paidin Earnings
(a) stock stock capital reinvested Total

66,368 $ 250 $ 364 $ 979 $ 530 $ 2,123
29 29

(250) (250)

__________ __________ __________

(21) (21)
66,368 $ S 364 $ 979 S 538 $ 1,881

66,368 S 250 $ 364 $ 979 $ 532 $ 2,125
66 66

(250) (250)
(4) (4)

____________ ___________ ___________

(56) (56)
66,368 $ $ 364 $ 979 $ 538 $ 1.881

66,368 $ 250 $ 364 $ $79 $ 485 $ 1,978
40 40
(4) (4)

___________ ___________ ___________

(34) (34)
66,368 $ 250 $ 364 $ 879 $ 487 $ 1,980

66.368 $ 250 $ 364 $ 879 $ 451 $ 1,944
96 96
(8) (8)

____________ ___________ ___________

(52) (52)
66,368 $ 250 $ 364 $ 879 $ 487 $ 1,980

March 31, 2012
Net income
Redemption of preference stock (b)
Cash dividends declared on common stock
June 30,2012

December 31, 2011
Net income
Redemption of preference stock (b)
Cash dividends declared on preference stock
Cash dividends declared on common stock
June 30, 2012

March 31,2011
Net income
Cash dividends declared on preference stock
Cash dividends declared on common stock
June 30,2011

December 31, 2010
Net income
Cash dividends declared on preference stock
Cash dividends declared on common stock
June 30,2011

(a) Shares in thousands. All common shares of PPL Electric stock are owned by PPL.
(b) In June 2012, PPL Electric redeemed all of its outstanding preference stock. See Note 7 for additional information.

The accompanying Notes to Condensed Financial Statements are an integral part ofthe financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF INCOME
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions ofDollars)

Three Months Ended Six Months Ended
June30, June30,

2012 2011 2012 2011

Operating Revenues $ 658 $ 63$ $ 1,363 $ 1,404

Operating Expenses
Operation

fuel 215 206 428 421
Energy purchases 34 40 108 147
Other operation and maintenance 197 19$ 403 379

Depreciation $6 84 172 165
Taxes,otherthanincome 12 9 23 1$
Total Operating Expenses 544 537 1,134 1,130

Operating Income 114 101 229 274
Other Income (Expense) - net (7) (10) (1)
Interest Expense 37 36 75 72
Income from Continuing Operations Before Income Taxes 70 65 144 201
Income Taxes 20 24 41 73
Income from Continuing Operations After Income Taxes 50 41 103 12$
Income (Loss) from Discontinued Operations (net of income taxes) (6) (6)

____________

Xetlncome(a) $ 44 $ 41 $ 97 $ 12$
(a) Net income approximates comprehensive income.

The acconipanving Notes to Condensed financial Statements are an integral part ofthe financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
LG&E and KU Energy LLC and Subsidiaries

• (Unaudited)
(Millions ofDollars)

Six Months Ended June 30,
2012 2011

Cash Flows from Operating Activities
Netincome S 97 $ 128
Adjustments to reconcile net income to net cash provided by operating activities

Depreciation 172 165
Amortization 14 13
Defmed benefit plans - expense 20 25
Deferred income taxes and investment tax credits 56 146
Other (2) (15)

Change in current assets and current liabilities
Accounts receivable (11) 17
Accounts payable 17 (20)
Unbilled revenues 1 38
Fuel, materials and supplies 1 42
Income tax receivable 2 40
Taxes 33 (6)
Other (8) (18)

Other operating activities
Defined benefit plans - flmding (62) (157)
Other assets (1)
Other liabilities 24 10

Net cash provided by operating activities 354 407
Cash Flows from Investing Activities

Expenditures for property, plant and equipment (324) (180)
Proceeds from the sale of other investments 163
Net (increase) decrease in notes receivable from affiliates 3 (29)
Net (increase) decrease in restricted cash and cash equivalents (2) (4)

Net cash provided by (used in) investing activities (323) (50)
Cash Flows from Financing Activities

Net increase (decrease) in short-tenn debt (163)
Debt issuance and credit facility costs (1) (3)
Distributions to member (60) (146)

Net cash provided by (used in) financing activities (61) (312)
Net Increase (Decrease) in Cash and Cash Equivalents (30) 45
Cash and Cash Equivalents at Beginning of Period 59 11
Cash and Cash Equivalents at End of Period 5 29 $ 56

The accompanying Notes to Condensed Financial Statements are an integral part ofthe financial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
LG&E and KU Energy LLC and Subsidiaries

• (Unaudited)
(Millions ofDollars)

June 30, December 31,
2012 2011

Assets

Current Assets
Cash and cash equivalents S 29 $ 59
Accounts receivable (less reserve: 2012, $19; 2011, $17)

Customer 145 129
Other 13 20

Unbilled revenues 145 146
Fuel, materials and supplies 281 223
Prepayments 28 22
Notes receivable from affiliates 12 15
Income taxes receivable 1 3
Deferred income taxes 104 17
Regulatory assets 17 9
Other current assets 4 3
Total Current Assets 779 706

Investments 21 31

Property, Plant and Equipment
Regulated utility plant 7,758 7,519
Less: accumulated depreciation - regulated utility’ plant 397 277

Regulated utility plant, net 7,361 7,242
Other, net 2 2
Construction work in progress 574 557
Property, Plant and Equipment, net 7,937 7,801

Other Noncurrent Assets
Regulatory assets 601 620
Goodwill 996 996
Other intangibles 290 314
Other noncurrent assets 113 108
Total Other Noncurrent Assets 2,000 2.038

Total Assets S 10,737 $ 10.576

The occompmning Notes to Condensed Financial Statements ore on integral port ofthe Jinoneiol statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
LG&E and KU Energy LLC and Subsidiaries

• (Unaudited)
(Millions ofDollars)

June 30, December 31,
2012 2011

Liabilities and Equity

Current Liabilities
Accounts payable $ 214 $ 224
Accounts payable to affiliates 2 2
Customer deposits 47 45
Taxes 58 25
Regulatory liabilities 16 20
Interest 22 23
Salaries and benefits 51 59
Other current liabilities 45 35
Total Current Liabilities 455 433

Long-term Debt 4,074 4,073

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes 563 413
Investment tax credits 141 144
Accrued pension obligations 313 359
Asset retirement obligations 118 116
Regulatory liabilities 994 1,003
Price risk management liabilities 57 55
Other deferred credits and noncurrent liabilities 248 239
Total Deferred Credits and Other Noncurrent Liabilities 2,434 2.329

Commitments and Contingent Liabilities (Notes 6 and 10)

Member’s equity 3,774 3,741

Total Liabilities and Equity $ 10,737 $ 10.576

The accompaming Notes to Condensed Financial Statements are an integral part oftheJInancial statenwnts.
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CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
LG&E and KU Energy LLC and Subsidiaries

• (Unaudited)
(Millions ofDollars)

Member’s
Equity

March 31,2012 $ 3,765
Net income 44
Distributions to member (35)
June3O,2012 $ 3,774

December 31, 2011 $ 3,741
Net income 97
Distributions to member (60)
Other comprehensive income (loss) (4)
June 30, 2012 $ 3,774

March 31, 2011 $ 4,042
Net income 41
Distributions to member (92)
June3O,2011 $ 3,991

December3l,2010 $ 4,011
Net income 128
Distributions to member (146)
Other comprehensive income (loss) (2)
June3O,2011 $ 3,991

The accompanying Notes to Condensed Financial Statements are an integral part ofthe fitiancial statements.
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CONDENSED STATEMENTS OF INCOME
Louisville Gas and Electric Company. (Unaudited)
(Millions ofDollars)

Three Months Ended Six Months Ended
June 30, June 30,

2012 2011 2012 2011
Operating Revenues

Retail andwholesale $ 286 $ 280 $ 615 $ 651
Electric revenue from affiliate 18 17 42 44
Total Operating Revenues 304 297 657 695

Operating Expenses
Operation

fuel 92 82 181 167
Energy purchases 23 32 92 131
Energy purchases from affiliate 2 7 6 1$
Other operation and maintenance 92 91 190 181

Depreciation 38 37 76 73
Taxes, other than income 6 5 11 9
Total Operating Expenses 253 254 556 579

Operatinglncome 51 43 101 116

Other Income (Expense) - net (1) 1

Interest Expense 10 12 21 23

Income Before Income Taxes 40 32 80 93

Income Taxes 14 12 29 34

Net Income (a) $ 26 $ 20 S 51 $ 59

(a) Net income approximates comprehensive income.

The acconipanving Notes to Condensed financial Statements are an integral port ofthe financial statements.
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CONDENSED STATEMENTS OF CASH FLOWS
Louisville Gas and Electric Company

• (Unaudited)
(Millions ofDoliars)

Six Months Ended June 30,
2012 2011

Cash Flows from Operating Activities
Net income $ 51 $ 59
Adjustments to reconcile net income to net cash provided by operating activities

Depreciation 76 73
Amortization 6 6
Defined benefit plans - expense 9 11
Deferred income taxes and investment tax credits 28 27
Other (6)

Change in current assets and current liabilities
Accounts receivable (11) 24
Accounts payable 11 (11)
Accounts payable to affiliates (10) (7)
Unbilled revenues 6 27
Fuel, materials and supplies 6 41
Other 19 (9)

Other operating activities
Defined benefit plans - funding (25) (67)
Other assets (1)
Other liabilities 1 3

Net cash provided by operating activities 160 177
Cash Flows from Investing Activities

Expenditures for property, plant and equipment (120) (79)
Proceeds from the sale of other investments 163
Net (increase) decrease in notes receivable from affiliates (6)
Net (increase) decrease in restricted cash and cash equivalents (2) (4)

Net cash provided by (used in) investing activities (128) 80
Cash Flows from Financing Activities

Net increase (decrease) in notes payable with affiliates (12)
Net increase (decrease) in short-tenn debt (163)
Debt issuance and credit facility costs (1) (1)
Payment of common stock dividends to parent (31) (42)

Net cash provided by (used in) fmancing activities (32) (218)
Net Increase (Decrease) in Cash and Cash Equivalents 39
Cash and Cash Equivalents at Beginning of Period 25 2
Cash and Cash Equivalents at End of Period $ 25 $ 41

The accompanying Notes to Condensed Fmancial Statements ore an integral part oftheJmnanczal statements.
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CONDENSED BALANCE SHEETS
Louisville Gas and Electric Company

• (Unaudited)
(Millions ofDollars, shares in thousands)

June 30, December 31,
2012 2011

Assets

Current Assets
Cash and cash equivalents $ 25 $ 25
Accounts receivable (less reserve: 2012, $2; 2011, $2)

Customer 64 60
Other 6 9

Unbilled revenues 59 65
Accounts receivable from affiliates 21 11
Fuel, materials and supplies 136 142
Prepayments 10 7
Notes receivable from affiliates 6
Income taxes receivable 4
Deferred income taxes 2 2
Regulatory assets 13 9
Other current assets 1

__________________

Total Current Assets 343 334

Property, Plant and Equipment
Regulated utility plant 3,077 2,956
Less: accumulated depreciation - regulated utility plant 168 116

Regulated utility plant, net 2,909 2,840
Construction work in progress 182 215
Property, Plant and Equipment, net 3,091 3,055

Other Noucurrent Assets
Regulatory assets 391 403
Goodwill 389 389
Other intangibles 155 166
Other noncurrent assets 42 40
Total Other Noncurrent Assets 977 998

Total Assets $ 4,411 $ 4,387

The acconipanying Notes to Condensed Financial Statements are an integral part ofthe financial statements.
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CONDENSED BALANCE SHEETS
Louisville Gas and Electric Company

• (Unaudited)
(Millions ofDollars, shares in thousands,)

June 30, December 31,
2012 2011

Liabilities and Equity

Current Liabilities
Accounts payable $ 93 $ 94
Accounts payable to affiliates 16 26
Customer deposits 23 22
Taxes 28 13
Regulatory liabilities 7 10
ffiterest 6 6
Salaries and benefits 13 14
Other current liabilities 20 14
Total Current Liabilities 206 199

Long-term Debt 1,112 1,112

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes 506 475
Investment tax credits 41 43
Accrued pension obligations 71 95
Asset retirement obligations 55 55
Regulatory’ liabilities 472 478
Price risk management liabilities 57 55
Other deferred credits and noncurrent liabilities 109 113
Total Deferred Credits and Other Noncurrent Liabilities 1,311 1.3 14

Commitments and Contingent Liabilities (Notes 6 and 10)

Stockholder’s Equity
Common stock - no par value (a) 424 424
Additional paid-in capital 1,278 1,278
Earnings reinvested 80 60
Total Equity 1,782 1.762

Total Liabilities and Equity $ 4,411 $ 4,387

(a) 75,000 shares authorized; 21,294 shares issued and outstanding at June 30, 2012 and December31, 2011.

The accanipanting Notes to Condensed Financial Statements are an integral part ofthe financial statements.
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CONDENSED STATEMENTS OF EQUITY
Louisville Gas and Electric Company
(Unaudited)
(Millions ofDollars,)

Common

March 31, 2012
Net income
Cash dividends declared on common stock
June 30, 2012

December 31,2011
Net income
Cash dividends declared on common stock
June 30, 2012

March 31, 2011
Net income
Cash dividends declared on common stock
June 30, 2011

December 31,2010
Net income
Cash dividends declared on common stock
June 30, 2011

stock

shares Additional
outstanding Common paid-in Earnings

(a) stock capital reinvested Total

21,294 $ 424 $ 1,278 $ 70 $ 1,772
26 26

__________ ________

(16) (16)
21,294 $ 424 $ 1,278 $ 80 S 1,782

21,294 $ 424 $ 1,278 $ 60 $ 1,762
51 51

______________ __________ ____________

(31) (31)
21,294 $ 424 $ 1,278 $ $0 $ 1,782

21,294 $ 424 $ 1,278 $ 41 $ 1,743

__________ ________

(42) (42)
21,294 $ 424 5 1,278 $ 36 $ 1,738

(a) Shares in thousands. All common shares of LG&E stock are owned by LKE.

The accompam’ing Notes to Condensed Financial Statements are an integral part of the financial statements.

20

___________ ________

(25)
21.294 $ 424 S 1,278 $ 36

21,294 S 424 $ 1,278 5 19
59

20
(25)

$ 1,738

$ 1,721
59
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CONDENSED STATEMENTS OF INCOME
Kentucky Utilities Company

• (Unaudited)

(Millions ofDollors)

Three Months Ended Six Months Ended
June 30, June 30,

2012 2011 2012 2011
Operating Revenues

Retail and wholesale $ 372 $ 358 S 748 $ 753
Electric revenue from affiliate 2 7 6 18
Total Operating Revenues 374 365 754 771

Operating Expenses
Operation

Fuel 123 124 247 254
Energy purchases 11 8 16 16
Energy purchases from affiliate 18 17 42 44
Other operation and maintenance 98 100 193 184

Depreciation 48 47 96 92
Taxes, other than income 6 4 12 9
Total Operating Expenses 304 300 606 599

Operating Income 70 65 148 172

Other Income (Expense) - net (5) (6) 1

Interest Expense 17 17 34 35

Income Before Income Taxes 48 48 108 138

Income Taxes 18 18 40 50

Netlncome(a) $ 30 $ 30 S 68 $ 88

(a) Net income approximates comprehensive income.

The occompanving Notes to Condensed Financial Stotements ore on integrol port ofthe finonciol stotenients.
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CONDENSED STATEMENTS OF CASH FLOWS
Kentucky Utilities Company

• (Unaudited)
(Millions ofDollars)

Six Months Ended June 30,
2012 2011

Cash Flows from Operating Activities
Netincome $ 68 $ 88
Adjustments to reconcile net income to net cash provided by operating activities

Depreciation 96 92
Amortization 7 6
Defined benefit pians - expense 5 7
Deferred income taxes and investment tax credits 53 49
Other (10)

Change in current assets and current liabilities
Accounts receivable (24) 15
Accounts payable 12 2
Accounts payable to affiliates 1 (19)
Unbilled revenues (5) 11
Fuel, materials and supplies (3) 1
Other 15 (15)

Other operating activities
Defmed benefit plans - flmding (18) (45)
Other assets (1)
Other liabilities 10 4

Net cash provided by operating activities 217 185
Cash Flows from Investing Activities

Expenditures for property, plant and equipment (203) (101)
Net cash provided by (used in) investing activities (203) (101)

Cash Flows from Financing Activities
Net increase (decrease) in notes payable with affiliates 6 (10)
Debt issuance and credit facility costs (2)
Payment of common stock dividends to parent (48) (68)

Net cash provided by (used in) financing activities (42) (80)
Net Increase (Decrease) in Cash and Cash Equivalents (28) 4
Cash and Cash Equivalents at Beginning of Period 31 3
Cash and Cash Equivalents at End of Period S 3 $ 7

The accanzpaming Na/es to Condensed Financial Statements are an integral part ofthe financial statements.
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CONDENSED BALANCE SHEETS
Kentucky Utilities Company

• (Unaudited)
(Millions ofDollars, shares in thousands,)

June 30, December 31,
2012 2011

Assets

Current Assets

Cash and cash equivalents $ 3 $ 31
Accounts receivable (less reserve: 2012, $2; 2011, $2)

Customer 81 69
Other 7 9

Unbilled revenues 86 81
Accounts receivable from affiliates 15
Fuel, materials and supplies 145 141
Prepayments 11 7
Income taxes receivable 1 5
Deferred income taxes 5 5
Regulatory assets 4
Other current assets 5 3
Total Current Assets 363 351

Investments 20 31

Property, Plant and Equipment

Regulated utility plant 4,681 4,563
Less: accmnulated depreciation - regulated utility plant 229 161

Regulated utility plant, net 4,452 4,402
Construction work in progress 390 340
Property, Plant and Equipment, net 4,842 4,742

Other Noncurrent Assets

Regulatory assets 210 217
Goodwill 607 607
Other intangibles 135 148
Other noncurrent assets 60 60
Total Other Noncurrent Assets 1,012 1,032

Total Assets $ 6,237 $ 6,156

The accompanying Notes to Candensed Financial Statements are an integral part ofthe financial statements.
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CONDENSED BALANCE SHEETS
Kentucky Utilities Company

• (Unauthted)
(Millions ofDollars, shares in thousands)

June 30, December 31,
2012 2011

Liabilities and Equity

Cnrrent Liabilities
Notes payable with affiliates $ 6
Accountspayable 111 $ 112
Accounts payable to affiliates 35 33
Customer deposits 24 23
Taxes 23 11
Regulatory liabilities 9 10
Interest 10 11
Salaries and benefits 13 15
Other current liabilities 20 13
Total Current Liabilities 251 228

Long-term Debt 1,842 1,842

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes 537 484
Investment tax credits 100 101
Accrued pension obligations 71 83
Asset retirement obligations 63 61
Regulatory liabilities 522 525
Other deferred credits and noncurrent liabilities 90 87
Total Deferred Credits and Other Noncurrent Liabilities 1,383 1,341

Commitments and Contingent Liabilities (Notes 6 and 10)

Stockholder’s Equity
Common stock - no par value (a) 308 302
Additional paid-in capital 2,348 2,348
Accumulated other comprehensive income (loss) (4)
Earnings reinvested 109 89
Total Equity 2,761 2.745

Total Liabilities and Equity $ 6,237 $ 6,156

(a) 80,000 shares authorized; 37,818 shares issued and outstanding at June 30, 2012 and December 31, 2011.

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED STATEMENTS OF EQUITY
Kentucky Utilities Company
(Unaudited)
(Millions ofDollars)

Common Accumulated

stock other

shares Additional comprehensive

outstanding Common paid-in Earnings income

(a) stock capital reinvested (loss) Total

37,818 $ 308 $ 2,348 $ 103 $ (4) $ 2,755
30 30

__________ ________

(24) (24)
37,818 $ 30$ $ 2,348 $ 109 $ (4) $ 2,761

37,818 $ 308 $ 2,348 $ 89 $ 2,745
68 68

(48) (48)

___________ ________ _________ _________

$ (4) (4)
37,818 $ 308 $ 2,348 $ 109 $ (4) $ 2,761

37,818 $ 30$ $ 2,348 $ 62 $ (1) $ 2,717
30 30

___________ ________

(37) (37)
37,818 $ 308 $ 2,348 $ 55 $ (1) $ 2,710

37,818 $ 308 $ 2,348 $ 35 $ 2,691
$8 $8

(68) (68)

___________ ________ _________ _________

$ (1) (1)
37,818 $ 308 $ 2,348 $ 55 $ (1) $ 2,710

(a) Shares in thousands. MI common shares of KU stock are owned by LKE.

The accompanying Notes to Condensed Financial Statements are an integral part ofthe financial statements.

March 31, 2012
Net income
Cash dividends declared on common stock
June30, 2012

December 31, 2011
Net income
Cash dividends declared on common stock
Other comprehensive income (loss)
June30, 2012

March 31, 2011
Net income
Cash dividends declared on common stock
June 30, 2011

December 31,2010
Net income
Cash dividends declared on common stock
Other comprehensive income (loss)
June 30, 2011

3$



Combined Notes to Condensed Financial Statements (Unaudited)

1. Interim Financial Statements

(PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

Capitalized terms and abbreviations appearing in the unaudited combined notes to condensed fmancial statements are defmed
in the glossary. Dollars are in millions, except per share data, unless otherwise noted.

The accompanying unaudited condensed fmancial statements have been prepared in accordance with accounting principles
generally accepted in the U.S. for interim fmancial information and with the instructions to Form l0-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 fmancial 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
fmancial statements. All adjustments are of a normal recurring nature, except as otherwise disclosed. Each Registrant’s
Balance Sheet at December 31, 2011 is derived from that Registrant’s 2011 audited Balance Sheet. The fmancial statements
and notes thereto should be read in conjunction with the fmancial statements and notes contained in each Registrant’s 2011
Form 10-K. The results of operations for the three and six months ended June 30, 2012, are not necessarily indicative of the
results to be expected for the frill year ending December 31, 2012, or other future periods, because results for interim periods
can be disproportionately influenced by various factors, developments and seasonal variations.

The classification of certain prior period amounts has been changed to conform to the presentation in the June 30, 2012
fmancial statements.

(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. PPL consolidates WPD, including WPD Midlands,
on a one-month lag. Material intervening events, such as debt issuances that occur in the lag period, are recognized in the
current period financial statements. Events that are significant but not material are disclosed. Therefore, the periods ended
June 30, 2012 include three and six months of WPD Midlands’ results, compared with two months for the same periods in
2011. See Note 8 for additional information on the acquisition.

(PPL and PPL Energy Supply)

In April 2012, an indirect, wholly owned subsidiary of PPL Energy Supply completed the Ironwood Acquisition. See Note 8
for additional information.

2. Summary of Significant Accounting Policies

(FPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

The following accounting policy disclosures represent updates to Note I in each Registrant’s 2011 Form 10-K and should be
read in conjunction with those disclosures.

Accounts Receivable (PPL, PPL Energy Supply and PPL Electric,)

PPL Electric’s customers may choose an alternative supplier for their generation supply. In accordance with a PUC-approved
purchase of accounts receivable program. PPL Electric continues to purchase 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 and six months ended June 30, 2012, PPL Electric purchased $184 million and $422 million of
accounts receivable from unaffiliated third parties and $74 million and $156 million from its affiliate, PPL EnergyPlus.
During the three and six months ended June 30, 2011, PPL Electric purchased $198 million and $452 million of accounts
receivable from unaffiliated third parties and $59 million and $120 million from its affiliate, PPL EnergyPlus.
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New Accounting Guidance Adopted (PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

Fair Value Measurements

Effective January 1, 2012, the Registrants prospectively adopted accounting guidance that was issued to clarify existing fair
value measurement guidance and to enhance fair value disclosures. The additional disclosures required by this guidance
include quantitative information about significant unobservable inputs used for Level 3 measurements, qualitative
information about the sensitivity of recurring Level 3 measurements, information about any transfers between Levels 1 and 2
of the fair value hierarchy, information about when the current use of a non-financial asset is different from the highest and
best use, and the fair value hierarchy classification for assets and liabilities whose fair value is disclosed only in the notes to
the financial statements.

The adoption of this standard resulted in additional footnote disclosures but did not have a significant impact on the
Registrants. See Note 13 for additional disclosures required by this guidance.

Testing Goodwill for Impairment

Effective January 1, 2012, the Registrants prospectively adopted accounting guidance which allows an entity to elect the
option to first make a qualitative evaluation about the likelihood of an impairment of goodwill. If, based on this assessment,
the entity determines it is not more likely than not that the fair value of a reporting unit is less than the carrying amount, the
two-step goodwill impairment test is not necessary. However, the first step of the impairment test is required if an entity
concludes it is more likely than not the fair value of a reporting unit is less than the carrying amount based on the qualitative
assessment.

The adoption of this standard did not have a significant impact on the Registrants.

3. Segment and Related Information

(PPL)

See Note 2 in PPL’s 2011 Form 10-K for a discussion of reportable segments. In 2012, the International Regulated segment
was renamed the U.K. Regulated segment to more specifically reflect the focus of this segment. Other than the name change,
there were no other changes to this segment. Because the acquisition of WPD Midlands occurred on April 1, 2011, and PPL
consolidates WPD Midlands on a one-month lag, the operating results of the U.K. Regulated segment are not comparable
between 2012 and 2011.

Financial data for the segments for the periods ended June 30 are:

Three Months Six Months
2012 2017 2012 2011

Income Statement Data
Revenues from external customers

Kentucky Regulated $ 65$ $ 638 $ 1,363 $ 1,404
U.K. Regulated 557 420 1,119 645
Pennsylvania Regulated 403 436 $60 990
Supply (a) 931 995 3,319 2,360

Total $ 2,549 $ 2,489 $ 6,661 $ 5,399

Intersegment electric revenues
Pennsylvania Regulated $ I $ 4 $ 2 $ $
Supply 17 4 3$ 10

Net Income Attributable to PPL
Kentucky Regulated $ 34 $ 31 $ 76 $ 106
U.K. Regulated 196 3$ 361 93
Pennsylvania Regulated 29 36 62 88
Supply (a) 12 91 313 310

Total $ 271 $ 196 $ $12 $ 597
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June 30, December 31,
2012 2011

Balance Sheet Data
Assets

Kentucky Regulated $ 10,288 $ 10,229
U.K. Regulated 13,445 13,364
Pennsylvania Regulated 5,532 5,610
Supply 14,243 13,445

Total assets $ 43,508 $ 42,648

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

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 as calculated using the
treasury stock method. In 2012 and 2011, these securities included stock options and performance units granted under
incentive compensation plans and the Purchase Contracts associated with Equity Units. In 2012, these securities also
included the PPL common stock forward sale agreements. See Note 7 for additional information on the forward sale
agreements.

The forward sale agreements were dilutive under the treasury stock method for the three and six months ended June 30, 2012
because the average stock price of PPL’s common shares exceeded the forward sale price indicated in the forward sale
agreements.

The Purchase Contracts will be dilutive under the treasury stock method if the average VWAP of PPL common stock for a
certain period exceeds approximately $30.99 and $28.80, for the 2011 and 2010 Purchase Contracts. The Purchase Contracts
were excluded from the diluted BPS calculations for 2012 and 2011 because they did not meet this criterion during the three
and six months ended June 30, 2012 and 2011. Subject to antidilution adjustments at June 30, 2012, the maximum number of
shares issuable to settle the Purchase Contracts was 97.8 million shares, including 86.5 million shares that could be issued
under standard provisions of the Purchase Contracts and 11.3 million 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) for the periods ended June 30 used
in the BPS calculation are:

Three Months Six Months
2012 2011 2012 2011

Income (Numerator)
Income from continuing operations after income taxes attributable to PPL $ 277 $ 197 $ $18 $ 595
Less amounts allocated to participating securities 2 1 5 3
Income from continuing operations after income taxes available to PPL
common shareowners $ 275 $ 196 $ 813 $ 592

Income (loss) from discontinued operations (net of income taxes) available
toPPL $ (6) $ (1) $ (6) $ 2

Net income attributable to PPL $ 271 $ 196 $ 812 $ 597
Less amounts allocated to participating securities 2 1 5 3
Net income available to PPL common shareowners $ 269 $ 195 $ 807 $ 594

Shares of Common Stock (Denominator)
Weighted-average shares - Basic EPS 579,881 561,652 579,462 522,897
Add incremental non-participating securities:

Stock options and performance units 444 367 465 287
forward sale agreements 26$ 135

Weighted-average shares - Diluted EPS 580,593 562,019 580,062 523,184
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Three Months Six Months
2012 2011 2012 2011

Basic EPS
Available to PPL common shareowners:

Income from continuing operations after income taxes $ 0.47 $ 0.35 $ 1.40 $ 1.13
Income (loss) from discontinued operations (net of income taxes) (0.01)

______________

(0.01) 0.01
Net Income S 0.46 $ 0.35 $ 1.39 $ 1.14

Diluted EPS
Available to PPL common shareowners:

Incomefromcontinuingoperationsafterincometaxes S 0.47 $ 0.35 $ 140 $ 1.13
Income (loss) from discontinued operations (net of income taxes) (0.01)

______________

(0.01) 0.01
Net Income 5 0.46 $ 0.35 $ 1.39 $ 1.14

For the periods ended June 30, 2012, PPL issued common stock related to stock-based compensation plans, ESOP and DRIP
as follows:

(‘Shares in thousands) Three Months Six Months

Stock-based compensation plans (a) 76 353
ESOP 280
I)RI1 617 1,175

(a) Includes stock option exercises, vesting of restricted stock and restricted stock units and conversion of stock units granted to directors.

For the periods ended June 30, the following 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 Six Months
(‘Shares in thousands,) 2012 2011 2012 2011

Stock options 6,250 5,045 5,966 5,829
Performance units 34 1 115 4

5. Income Taxes

Reconciliations of income tax expense for the periods ended June 30 are:

(PPL)

Three Months Six Months
2012 2011 2012 2011

Reconciliation of Income Tax Expense
Federal income tax on Income from Continuing Operations Before
Income Taxes at statutory tax rate - 35% $ 12$ $ 104 $ 409 $ 323

Increase (decrease) due to:
State income taxes, net of federal income tax benefit 7 14 32 39
State valuation allowance adjustments (a) 11
Impact of lower U.K. income tax rates (b) (24) (11) (45) (19)
U.S. income tax on foreign eamings - net of foreign tax credit (c) (1) (11) 1 (17)
Federal and state tax reserve adjustments (4) (2) (5) (3)
Foreign tax reserve adjustments (d) (8) (5)
Federal income tax credits (3) (2) (7) (7)
Amortization of investment tax credit (3) (1) (5) (4)
Depreciation not normalized (a) (2) (2) (4) (6)
State deferred tax rate change (e) (11)
Net operating loss canyforward adjustments (f) (3) (9)
Nondeductible acquisition-related costs (g) 8 $
Other 1 (1) (4) (6)

Total increase (decrease) (40) (8) (62) (4)
Total income taxes from continuing operations $ 8$ $ 96 $ 347 $ 319

(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 decrease in projected taxable income related to bonus depreciation, PPL
recorded state deferred mcome tax expense during the six months ended June 30, 2011 related to valuation allowances.
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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. The federal provision for 1 00% bonus depreciation generally applies to property placed into service
before Januaiy 1,2012. The placed in service deadline is extended to January 1,2013 for property that exceeds $1 million, has a production period
longer than one year and has a tax life of at least ten years.

(b) The U.K. Finance Act of 2011, enacted in July 2011, reduced the U.K. statutory income tax rate from 27% to 26% retroactive to April 1, 2011 and
from 26% to 25% effective April 1,2012.

The U.K. finance Act of 2010, enacted in July 2010, reduced the U.K. statutory income tax rate from 28% to 27% effective April 1, 2011.
(c) During the three and six months ended June 30, 2011, PPL recorded a $7 million and $14 million federal income tax benefit related to U.K pension

contributions.
(d) During the three and six months ended June 30, 2012, PPL recorded a tax benefit following resolution of a U.K. tax issue related to interest expense.
(e) During the six months ended June 30, 2012, PPL recorded an adjustment related to State deferred tax liabilities.
(t) During the three and six months ended June 30, 2012, PPL recorded adjustments to deferred taxes related to net operating loss carryforwards of LKE

based on income tax return adjustments.
(g) During the three and six months ended June 30, 2011, PPL recorded non-deductible acquisition-related costs (primarily the U.K. stamp duty tax)

associated with its acquisition of WPD Midlands.

PPL has evaluated the impact of the change in earnings estimates on its projected annual effective tax rate. The result of the
change in estimate reduced income tax expense for the three months ended June 30, 2012 by $13 million ($0.02 per share,
basic and diluted).

In July 2012, the U.K. Finance Act of 2012 (the Act) was enacted. The Act reduced the U.K.s statutory income tax rate
from 25% to 24%, effective April 1,2012 and from 24% to 23%, effective April 1,2013. As a result of these changes, PPL
expects to record a deferred tax benefit in the range of $65 million to $75 million in the third quarter of 2012.

(PPL Ener Supply)

Reconciliation of Income Tax Expense
Federal income tax on Income from Continuing Operations Before
Income Taxes at statutory tax rate - 3S%

Increase (decrease) due to:
State income taxes, net of federal income tax benefit
State valuation allowance adjustments (a)
Federal income tax credits
State deferred tax rate change (b)
Other

Total increase (decrease)
Total income taxes from continuing operations

Three Months Six Months
2012 2011 2012 2011

S 10 $ 52 $ 180 $ 176

1 24

(2) (1) (6)
(11)

_____________

(2) (1)

_____________

(1) 7 6

_____________

$ 9 $ 59 $ 186

(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 Ta.x Bulletin 2011-01, Pennsylvania allows 100% bonus depreciation for qualitying assets in the
same year bonus depreciation is allowed for federal tax purposes. Due to the decrease in projected taxable income related to bonus depreciation, PPL
Energy Supply recorded state deferred income tax expense during the six months ended June 30, 2011 related to valuation allowances.

(b) During the six months ended June 30, 2012, PPL Energy Supply recorded an adjustment related to State deferred tax liabilities.

(PPL Electric)

Reconciliation of Income Tax Expense
federal income tax on Income Before Income Taxes at statutory
tax rate - 35%

Increase (decrease) due to:
State income taxes, net of federal income tax benefit
Federal and state tax reserve adjustments
Federal and state income tax return adjustments (a)
Depreciation not normalized (a)
Other

Total increase (decrease)
Total income taxes

Three Months Six Months
2012 2011 2012 2011

$ 14 $ 21 S 34 $ 48

3 3 5 7
(2) (2) (3) (4)

(2)
(3) (2) (4) (5)
(1) (1) (1) (2)
(3) (2) (3) (6)

5 11 S 19 $ 31 $ 42

(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 qualilzying assets in the
same year bonus depreciation is allowed for federal tax purposes. The 100% Pennsylvania bonus depreciation deduction created a current state income
tax benefit for the flow-through impact of Pennsylvania regulated state tax depreciation. The federal provision for 100% bonus depreciation generally
applies to property placed in service before January 1, 2012.

10 27
6

(6)

(2)
25

$ 201
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Reconciliation of Income lax Expense
Federal income tax on Income from Continuing Operations Before
Income Taxes at statutory tax rate - 35%

Increase (decrease) due to:
State income taxes, net of federal income tax benefit
Amortization of investment tax credit
Net operating loss canyforward adjustments (a)
Other

Total increase (decrease)
Total income taxes from continuing operations

$ 25 $ 23 $ 50 $ 70

2 2 7
(1) (1) (3) (3)
(3) (9)
(1) 1 (1)
(5) 1 (9) 3

$ 20 $ 24 $ 41 $ 73

(a) During the three and six months ended June 30, 2012, LKE recorded adjustments to deferred taxes related to net operating loss canyforwards based on

income tax retuni adjustments. The impact of these adjustments was not material to any previously reported financial statements, and is not expected

to be material to the financial statements for the full year of 2012.

(LG&E)

Reconciliation of Income Tax Expense
federal income tax on Income Before Income Taxes at statutory

tax rate - 35%
Increase (decrease) due to:

State income taxes, net of federal income tax benefit
Other

Reconciliation of Income Tax Expense
Federal income tax on Income Before Income Taxes at statutory

tax rate - 35%
Increase (decrease) due to:

State income taxes, net of federal income tax benefit
Other

Total increase (decrease)
Total income taxes

Unrecognized Tax Benefits (PFL, PPL Energy Sztpply, PPL Electric, LKE, LG&E and KU)

Changes to unrecognized tax benefits for the periods ended June 30 were as follows.

PPL
Beginning of period
Additions based on tax positions of prior years
Reductions based on tax positions of prior years
Additions based on tax positions related to the current year
Reductions based on tax positions related to the current year
Lapse of applicable statutes of limitations
Effects of foreign currency translation
End of period

_____________

PPL Energy Supply
Beginning of period
Additions based on tax positions of prior years
Reductions based on tax positions of prior years
Derecognize unrecognized tax benefits (a)

_______________

End of period

5 17 $ 17 $ 38 $ 48

2 2 4 4
(1) (1) (2) (2)

1 1 2 2

$ 18 S 1$ S 40 $ 50

Three Months Six Months
2012 2011 2012 2011

S 121 $
1 4

(4) (31)

(2) (1) (2) (2)
(2) (3) (4) (5)

2 5

S 113 S 250 5 113 $ 250

$ 31 $ 28 $ 28 $ 183

______________ ______________ ______________

(155)

$ 31 $ 28 $ 31 $ 28

251 $ 145 S 251

(LKE)

Three Months Six Months

2012 2011 2012 2011

Total increase (decrease)
Total income taxes

(KU)

Three Months Six Months
2012 2011 2012 2011

$ 14 S 11 $ 28 $ 33

1 1 3 3
(1) (2) (2)

1 1 1

5 14 $ 12 $ 29 S 34

Three Months Six Months
2012 2011 2012 2011

4
(1)

44



Three Months Six Months
2012 2011 2012 2011

PPL Electric
Beginning of period S 46 $ 59 $ 73 $ 62
Reductions based on tax positions of prior years (1) (27)
Additions based on tax positions related to the current year
Reductions based on tax positions related to the current year (1)
Lapse of applicable statutes of limitations (2) (3) (4) (5)

End ofperiod $ 43 $ 56 $ 43 S 56

(a) Represents unrecognized tax benefits 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 9 in PPL Energy Supply’s 2011 Form 10-K for additional information on the distribution.

LKEs, LG&Es and KU’s unrecognized tax benefits and changes in those unrecognized tax benefits are insignificant for the
three and six months ended June 30, 2012 and 2011.

At June 30, 2012, it was reasonably possible that during the next 12 months the total amount of unrecognized tax benefits
could increase or decrease by the following amounts. For LIKE, LG&E and KU, no significant changes in unrecognized tax
benefits are projected over the next 12 months.

Increase Decrease

PPL S 21 $ 106
PPL Energy Supply 1 31
PPL Electric 22 3$

These potential changes could result from subsequent recognition, derecognition andlor changes in the measurement of
uncertain tax positions related to the creditability of foreign taxes, the timing and utilization of foreign tax credits and the
related impact on alternative minimum tax and other credits, the timing andlor valuation of certain deductions, intercompany
transactions and unitary filing groups. The events that could cause these changes are direct settlements with taxing
authorities, litigation, legal or administrative guidance by relevant taxing authorities and the lapse of an applicable statute of
limitation.

At June 30, the total unrecognized tax benefits and related indirect effects that, if recognized, would decrease the effective tax
rate were as follows. The amounts for LIKE, LG&E and KU were insignificant.

2012 2011

PPL $ 36 $ 155
PPL Energy Supply 14 12
PPL Electric 5 10

Other (‘PPL, PPL Energy Supply and PPL Electric.)

PPL changed its method of accounting for repair expenditures for tax purposes effective for its 200$ tax year for the
Pennsylvania generation, transmission and distribution operations. The same change was made for the Montana generation
operations for 2009.

In August 2011, the IRS issued Rev. Procs. 2011-42 and 2011-43. Rev. Proc. 2011-42 provides guidance regarding the use
and evaluation of statistical samples and sampling estimates. Rev. Proc. 201 1-43 provides a safe harbor method of
determining whether the repair expenditures for electric transmission and distribution property can be currently deducted for
tax purposes. PPL will adopt the safe harbor method with the filing of its 2011 federal income tax return, expected to occur
in the third quarter of 2012. The adoption of the safe harbor method is not expected to result in a material change to income
tax expense.

The IRS has not issued guidance to provide a safe harbor method for repair expenditures for generation property. The IRS
may assert and ultimately conclude that PPL’s deduction for generation-related expenditures should be disallowed in whole or
in part. PPL believes that it has established an adequate reserve for this contingency.
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Tax Litigation (PPL)

• Tn 1997, the U.K. imposed a Windfall Profits Tax (WPT) on privatized utilities, including WPD. PPL filed its tax returns for
years subsequent to its 1997 and 1998 claim for refund on the basis that the U.K. WPT was creditable. In September 2010,
the U.S. Tax Court (Tax Court) ruled in PPLs favor in a dispute with the IRS, concluding that the U.K. WPT is a creditable
tax for U.S. tax purposes. As a result, and with fmalization of other issues, PPL recorded a $42 million tax benefit in 2010.
In January 2011, the IRS appealed the Tax Courts decision to the U.S. Court of Appeals for the Third Circuit (Third Circuit).
In December 2011, the Third Circuit issued its opinion reversing the Tax Court’s decision, holding that the U.K. WPT is not a
creditable tax. As a result of the Third Circuit’s adverse determination, PPL recorded a $39 million expense in the fourth
quarter of 2011. In February 2012, PPL filed a petition for rehearing of the Third Circuit’s opinion. In March 2012, the
Third Circuit denied PPL’s petition. In June 2012, the U.S. Court of Appeals for the Fifth Circuit issued a contrary opinion in
an identical case involving another company. In July 2012, PPL filed a petition for a writ of certiorari seeking U.S. Supreme
Court review of the Third Circuit’s opinion.

6. Utility Rate Regulation

(PPL, PPL Electric, LKE, LG&E and KU)

The following table provides information about the regulatory assets and liabilities of cost-based rate-regulated utility
operations.

June 30, December 31, June 30,
2012 2011 2012

Current Regulatory Assets:
Gas supply clause
Fuel adjustment clause

Total current regulatory assets

Noncurrent Regulatory Assets:
Defined benefit plans
Taxes recoverable through future rates
Storm costs
Unamortized loss on debt
Interest rate swaps
Accumulated cost of removal of utility plant
Coal contracts (a)
AROs
Other

Total noncurrent regulatory assets

$ 7$ 6
10 3

$ 17 $ 9

$ 595 $ 615 S
297 289
148 154
103 110

71 69
62 53

7 11
23 18
29 30

$ 1,335 $ 1,349

$ 666 $
161
112
37

PPL

__________

PPL Electric
December 31,

_______________ _______________

2011

270 $ 276
297 289

32 31
71 77

62 53

2 3
$ 734 $ 729

42

2

$ 21 $ 42 $ 21 5
Current Regulatory Liabilities:

Generation supply charge
ECR
Gas supply clause
Transmission service charge
Transmission formula rate
Universal service rider
Other

Total current regulatory liabilities

Noncurrent Regulatory Liabilities:
Accumulated cost of removal of utility plant
Coal contracts (a)
Power purchase agreement - OVEC (a)
Net deferred tax assets
Act 129 compliance rider
Defmed benefit plans
Other

Total noncurrent regulatory liabilities

9 7
5 6
4 2 4
7 7
7 7
5 16 3 9

$ 58 $ 73 $ 42 $ 53

651
180
116

39
9 7$ 9$ 7

10 9
8 8

_______ _______

S 1,003 S 1,010 $ 9 S 7
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LKE LG&E KU
June 30, December 31, June 30, December 31, June 30, December 31,

2012 2011 2012 2011 2012 2011

Current Regulatory Assets:
Gas supply clause S 7 $ 6 $ 7 5 6
fuel adjustment clause 10 3 6 3 $ 4

Total current regulatory assets $ 17 $ 9 $ 13 $ 9 S 4

Noncurrent Regulatory Assets:
Deflnedbenefltplans $ 325 $ 339 $ 215 $ 225 $ 110 $ 114
Storm costs 116 123 63 66 53 57
Unamortized loss on debt 32 33 21 21 11 12
Interest rate swaps 71 69 71 69
Coal contracts (a) 7 11 3 5 4 6
AROs 23 18 12 11 11 7
Other 27 27 6 6 21 21

Total noncurrent regulatory assets S 601 $ 620 $ 391 S 403 S 210 $ 217

Current Regulatory Liabilities:
ECR $ 9$ 7 $ 9$ 7
Gas supply clause 5 6 S 5 $ 6
Other

2
7 2 4 3

Total current regulatoly liabilities $ 16 $ 20 S 7 $ 10 $ 9 $ 10

Noncurrent Regulatory Liabilities:
Accumulated cost of removal
of utility plant $ 666 $ 651 $ 291 $ 286 $ 375 $ 365

Coal contracts (a) 161 180 70 78 91 102
Power purchase agreement - OVEC (a) 112 116 78 $0 34 36
Net deferred tax assets 37 39 30 31 7 8
Defined benefit plans 10 9 10 9
Other $ 8 3 3 5 5

Total noncurrent regulatory liabilities $ 994 S 1,003 $ 472 S 478 $ 522 $ 525

(a) These regulatory assets and liabilities were recorded as offsets to certain intangible assets and liabilities that were recorded at fair value upon the
acquisition of LKE.

Regulatory Mailers

Kentucky Activities (PPL, LKE, LG&E and KU)

CPCN Filing

In September 2011, LG&E arid KU filed a CPCN with the KPSC requesting approval to build a 640 MW NGCC at the
existing Cane Run plant site in Kentucky. In May 2012, the KPSC issued an order approving the request to build the NGCC.
LG&E will own a 22% undivided interest, and KU will own a 78% undivided interest in the new NGCC. A formal request
for recovery of the costs associated with the NGCC construction was not included in the CPCN filing with the KPSC but is
expected to be included in future rate proceedings. See Note $ for additional information.

In conjunction with this construction and to meet new, stricter EPA regulations with a 2015 compliance date, LG&E and KU
anticipate retiring three coal-fired generating units at LG&E’s Cane Run plant, one coal-fired generating unit at KU’s Tyrone
plant and two coal-fired generating units at KU’s Green River plant. These generating units represent 797 MW of combined
summer capacity.

The CPCN application also requested approval to purchase the Bluegrass CTs. The May 2012 KPSC approval included
authority to complete the Bluegrass CT acquisition. Tn November 2011, LG&E and KU filed an application with the FERC
under the Federal Power Act requesting approval to purchase the Bluegrass CTs. li May 2012, the FERC issued an order
conditionally authorizing the acquisition of the Bluegrass CTs, subject to approval by the FERC of satisfactoiy mitigation
measures to address market-power concerns. After a review of potentially available mitigation options, LG&E and KU
determined that the options were not commercially justifiable. In June 2012, LG&E and KU terminated the purchase
contract for the Bluegrass CTs in accordance with its terms and made applicable filings with the KPSC and FERC. LG&E
and KU are currently assessing the impact of the Bluegrass contract termination and potential future generation capacity
options. See Note 8 for additional information.
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Kentucky Acquisition Commitments

In connection with the September 2010 approval of PPL’s acquisition of LKE, LG&E and KU agreed to implement the
Acquisition Savings Sharing Deferral (ASSD) methodology whereby LG&E’s and KU’s adjusted jurisdictional revenues,
expenses, and net operating income are calculated each year. If LG&E’s or KU’s actual earned rate of return on common
equity exceeds 10.75%, half of the excess amount will be deferred as a regulatory liability and ultimately returned to
customers. The first ASSD filing with the KPSC was made on March 30, 2012 based on the 2011 calendar year. On July 2,
2012, the KJSC issued an order approving the calculations contained in the 2011 ASSD filing and determined that such
calculations produced no deferral amounts for the purpose of establishing regulatory liabilities and are proper and in
accordance with the settlement agreement. The ASSD methodology for each of LG&E’s and KUs utility operations will
terminate on the earlier of the end of 2015 or the first day of the calendar year during which new base rates go into effect,
currently expected to be 2013. Therefore, due to the timing of the current rate case in Kentucky, no further ASSD filings are
expected.

Rate Case Proceedings

In June 2012, LG&E and KU filed requests with the KPSC for increases in annual base electric rates of approximately $62
million at LG&E and approximately $82 million at KU and an increase in annual base gas rates of approximately $17 million
at LG&E. The proposed base rate increases would result in electric rate increases of 6.9% at LG&E and 6.5% at KU and a
gas rate increase of 7.0% at LG&E and would be effective in January 2013. LG&E’s and KU’s applications include requests
for authorized returns-on-equity at LG&E and KU of 11% each. A hearing on these matters is expected to be scheduled
during the fourth quarter of 2012. LG&E and KU cannot predict the outcome of these proceedings.

Pennsylvania Activities (PPL and PPL Electric)

PUC Investigation of Retail Market

In April 2011, the PUC opened an investigation of Pennsylvania’s retail electricity market to be conducted in two phases.
Phase one addressed the status of the existing retail market and explored potential changes. Questions issued by the PUC for
this phase of the investigation focused primarily on default service issues. Phase two was initiated in July 2011 to develop. specific proposals for changes to the retail market and default service model. In December 2011, the PUC issued a final
order providing guidance to EDCs on the design of their next default service procurement plan filings. In December 2011,
the PUC also issued a tentative order proposing an intermediate work plan to address issues raised in the investigation. In
March 2012, the PUC entered a fmal order on the intermediate work plan. In March 2012, the PUC Staff issued three
possible models for the default service “end state” and the PUC held a hearing regarding those three models. PPL Electric
cannot predict the outcome of the investigation or its impact on PPL Electric’s fmancial condition or results of operation.

Legislation - Regulatory Procedures and Mechanisms

In June 2011, the Pennsylvania House Consumer Affairs Committee approved legislation authorizing the PUC to approve
regulatory procedures and mechanisms to provide more timely recovery of a utility’s costs. In the first quarter of 2012, the
Governor signed an amended version of the legislation (Act 11 of 2012), which became effective April 14, 2012. The
legislation authorizes the PUC to approve two specific ratemaking mechanisms -- a fully projected future test year and,
subject to certain conditions, a distribution system improvements charge. Such alternative ratemaking procedures and
mechanisms are important to PPL Electric as it begins a period of significant capital investment to maintain and enhance the
reliability of its delivery system, including the replacement of aging distribution assets. The PUC staff has initiated a process
to develop filing guidelines and a model tariff for the distribution system improvements charge. Tn August 2012, the PUC
issued a Final Implementation Order adopting procedures, guidelines and a model tariff for the implementation of Act 11 of
2012. No petition requesting permission to establish a distribution system improvements charge may be filed with the PUC
before January 1,2013.

Rate Case Proceeding

In March 2012, PPL Electric filed a request with the PUC to increase distribution rates by approximately $105 million. The
proposed distribution revenue rate increase would result in a 2.9% increase over PPL Electric’s total rates at the time of filing
and be effective January 1,2013. PPL Electric’s application includes a request for an authorized return on equity of 11.25%.
Hearings on this matter are scheduled during August 2012 and a decision is expected in the fourth quarter of 2012. PPL
Electric cannot predict the outcome of this proceeding.
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ACT 129

Act 129 requires Pennsylvania Electric Distribution Companies (EDCs) to meet specified goals for reduction in customer
electricity usage and peak demand by specified dates. EDCs not meeting the requirements of Act 129 are exposed to
significant penalties.

Under Act 129, EDCs must 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
overall electricity consumption of 1.0% by May 2011 and 3.0% by May 2013 and reduced peak demand of 4.5% for the 100
hours of highest demand by May 2013 (which will be measured during the June 2012 through September 2012 period).
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. To date, PPL Electric has met the 2011 requirement, subject to
the PUC’s verification.

Act 129 requires the PUC to evaluate the costs and benefits of the EE&C program by November 30, 2012 and adopt
additional reductions if the benefits of the program exceed the costs. In March 2012, the PUC began the process of designing
Phase II of the EE&C program. In August 2012, after receiving input from stakeholders, the PUC issued a Final
Implementation Order establishing a three-year Phase II program with consumption reduction targets for each EDC. PPL
Electric’s reduction target is 2.1%. The PUC did not establish any demand reduction targets for the Phase II program. EDCs
must file Phase II plans with the PUC by November 1, 2012.

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 (4 to 20
years), with long-term contracts limited 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.

The PUC has approved PPL Electric’s procurement plan for the period January 1,2011 through May 31, 2013, and PPL
Electric continues to procure power for its PLR obligations under that plan.

The PUC has directed all EDCs to file default service procurement plans for the period June 1,2013 through May 31, 2015.
PPL Electric filed its plan in May 2012. In that plan, PPL Electric proposes a process to obtain supply for its default service
customers and it proposes a number of initiatives designed to encourage more customers to purchase electricity from the
competitive retail market. The PUC has assigned PPL Electric’s plan to an Administrative Law Judge for hearings and a
recommended decision. The PUC is expected to rule on the plan in 2013.

Federal Matters (PPL and PPL Electric)

FERC Formula Rates

Transmission rates are regulated by the FERC. PPL Electric’s transmission revenues are billed in accordance with a FERC
approved PJM open access transmission tariff that utilizes a formula-based rate recovery mechanism.

In May 2010, PPL Electric initiated its formula rate 2010 Annual Update. In November 2010, a group of municipal
customers taking transmission service in PPL Electric’s transmission zone filed a preliminary challenge to the update and, in
December 2010, filed a formal challenge. In August 2011, the FERC issued an order substantially rejecting the formal
challenge and accepting PPL Electric’s 2010 Annual Update. The group of municipal customers filed a request for rehearing
of that order.

In May 2011, PPL Electric initiated its formula rate 2011 Annual Update. In October 2011, the group of municipal
customers filed a preliminary challenge to the update and, in December 2011. filed a formal challenge. In January 2012, PPL
Electric filed a response to that formal challenge.
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In May 2012, PPL Electric initiated its formula rate 2012 Annual Update which currently is in the 180-day review and
challenge period. PPL Electric cannot predict the outcome of the foregoing proceedings, which remain pending before the
FERC.

In March 2012, PPL Electric filed a request with the FERC seeking recovery, over a 34-year period beginning in June 2012,
of its unrecovered regulatory asset related to the deferred state tax liability that existed at the time of the transition from the
flow-through treatment of state income taxes to full normalization. This change in tax treatment occurred in 200$ as a result
of prior FERC initiatives that transferred regulatory jurisdiction of certain transmission assets from the PUC to FERC. A
regulatory asset of approximately $50 million related to this transition, classified as taxes recoverable through future rates, is
included in Other Noncurrent Assets - Regulatory assets’ on the Balance Sheets at June 30, 2012 and December 31, 2011.
In May 2012, the FERC issued an order approving PPL Electric’s request effective June 1, 2012.

U. K. Activities (PPL)

Ofgem Review of Line Loss Calculation

WPD has a $167 million liability recorded at June 30, 2012 compared with $170 million at December 31, 2011, calculated in
accordance with Ofgem’s accepted methodology, related to the close-out of line losses for the prior price control period,
DPCR4. Ofgem is currently consulting on the methodology to be used by all network operators to calculate the fmal line loss
incentive/penalty for DPCR4. In October 2011, Ofgem issued a consultation paper citing two potential changes to the
methodology, both of which would result in a reduction of the liability. In March 2012, Ofgem issued a decision regarding
the preferred methodology. In July 2012, Ofgem issued a consultation paper regarding certain aspects of the preferred
methodology as it relates to the DPCR4 line loss incentive/penalty and a proposal to delay the target date for making a fmal
decision until April 2013 together with a proposal to remove the line loss incentive/penalty for DPCRS. PPL cannot predict
the outcome of this matter.

7. Financing Activities

Credit Arrangements and Short-term Debt

(FPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

The Registrants maintain credit facilities to enhance liquidity, provide credit support, and provide a backstop to commercial
paper programs. The following credit facilities were in place at:

June 30, 2012 December 31, 2011
Letters of Lefters of

Credit Credit
Issued Issued

and and
Conimercial Commercial

Expiration Borrowed Paper Unused Borrowed Paper
Date Capacity (a) Backstop Capacity (a) Backstop

PPL
WPD Credit Facilities

PPL WW Syndicated
Credit Facility (b) Jan. 2013 £ 150 £ 110 n/a £ 40 £ 111 n/a

t%PD (South West)
Syndicated Credit Facility (c) Jan. 2017 245 n/a 245 n/a

WPD (East Midlands)
Syndicated Credit Facility Apr. 2016 300 300 £ 70

WPD (West Midlands)
Syndicated Credit facility Apr. 2016 300 300 71

Unconmiitted Credit facilities 84

____________

£ 4 80

____________

3
Total WPD Credit facilities (d) £ 1,079 £ 110 £ 4 £ 965 £ 111 £ 144

PPL Enertrv Supply (e)
Syndicated Credit Facility Oct. 2016 $ 3,000 $ 662 $ 2,338 $ 541
Letter of Credit Facility Mar. 2013 200 n/a 128 72 n/a 89

Total PPL Energy Supply
Credit Facilities $ 3,200

____________

$ 790 $ 2,410 $ 630
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June 30, 2012 December 31, 2011
Letters of Letters of

Credit Credit
Issued Issued

and and
Commercial Commercial

Expiration Borrowed Paper Unused Borrowed Paper
Date Capacity (a) Backstop Capacity (a) Backstop

PPL Electric (e)
Syndicated Credit Facility (f) Oct. 2016 S 300 $ 196 $ 104 $
Asset-backed Credit Facility (g) July 2012 150

____________

n/a 150

___________

n/a
Total PPL Electric Credit Facilities $ 450 $ 196 $ 254 $

LG&f tel (hi
Syndicated Credit Facility Oct. 2016 $ 400 $ 400

KU (el (hi
Syndicated Credit facility Oct. 2016 $ 400 $ 400
Letter of Credit Facility Apr. 2014 198 n/a $ 198

____________

n/a $ 198
Total KU Credit Facilities $ 598 $ 198 $ 400 $ 198

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

(b) The borrowing outstanding at June 30, 2012 was a USD-denominated borrowing of $174 million, which equated to £110 million at the time of
borrowing and bore interest at approximately 1.458%.

(c) In January 2012, WPD (South West) entered into a new £245 million 5-year syndicated credit facility to replace the previous £210 million 3-year
syndicated credit facility that was set to expire in July 2012. Under the facility, WPD (South West) has the ability to make cash borrowings but cannot
request the lenders to issue letters of credit. WPD (South West) pays customary commitment fees under this facility and borrowings bear interest at
LBOR-based rates plus a margin. The credit facility contains financial covenants that require WPD (South West) to maintain an interest coverage
ratio of not less than 3.0 times consolidated earnings before income taxes, depreciation and amortization and total net debt not in excess of 85% of its
RAy, in each case calculated in accordance with the credit facility.

(d) At June 30, 2012, the U.S. dollar equivalent of unused capacity under WPD’s credit facilities was approximately $1.5 billion.

(e) All credit facilities at PPL Energy Supply, PPL Electric, LG&E and KU also apply to PPL on a consolidated basis for financial reporting purposes.

(f) lii April 2012, PPL Electric increased the capacity of its syndicated credit facility from $200 million.

(g) PPL Electric participates in an asset-backed conmiercial paper program through which PPL Electric obtains fmancing 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 June 30, 2012 and December 31, 2011, $237 million and $251 million of accounts receivable and $87 million and $98 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 June 30, 2012, the amount available for borrowing under the facility
was limited to $87 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 consolidated in PPL
Electric’s fmancial statements. PPL Electric performs certain record-keeping and cash collection flmctions with respect to the assets in return for a
servicing fee from the subsidiary.

In July 2012, PPL Electric and the subsidiary extended this agreement to September 2012 and reduced the capacity to $100 million.

(h) All credit facilities at LG&E and KU also apply to LKE on a consolidated basis for financial reporting purposes.

(PPL and PPL Energy Stipply)

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 June 30, 2012, PPL Energy Supply has not requested any capacity for the
issuance of letters of credit under this arrangement.

PPL Energy Supply, PPL EnergyPlus, PPL Montour and PPL Bnmner 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 2016, but is subject to automatic one-year renewals under certain conditions. There were no
secured obligations outstanding under this facility at June 30, 2012.
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In April 2012, PPL Energy Supply increased the capacity of its commercial paper program from $500 million to $750 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 Energy Supply’s Syndicated Credit Facility. At June 30, 2012, PPL Energy Supply had $520
million of commercial paper outstanding, included in “Short-term debt” on the Balance Sheet, at a weighted-average interest
rate of approximately 0.48%.

Tn July 2012, PPL Energy Supply entered into uncommitted letter of credit facilities with available capacity of $75 million
and $100 million, respectively, which expire in July 2014 and 2015. Both facilities contain a fmancial covenant requiring
PPL Energy Supply’s debt to capitalization not to exceed 65%, as calculated in accordance with the agreements. PPL Energy
Supply will pay customary fees for letters of credit issued under these facilities.

(PPL and PPL Electric)

In May 2012, PPL Electric increased the capacity of its commercial paper program from $200 million to $300 million to
provide an additional fmancing source to fund its short-term liquidity needs, if and when necessary. Commercial paper
issuances are supported by PPL Electric’s Syndicated Credit Facility. At June 30, 2012, PPL Electric had $195 million of
commercial paper outstanding, included in “Short-term debt” on the Balance Sheet, at a weighted-average interest rate of
approximately 0.49%.

(PPL, LKE, LG&E and KU)

In February 2012, LG&E and KU each established a commercial paper program for up to $250 million to provide an
additional fmancing source to fund their short-term liquidity needs. Commercial paper issuances are supported by LG&E’s
and KU’s Syndicated Credit Facilities. LG&E and KU had no commercial paper outstanding at June 30, 2012.

(PPL Energy Supply, LKE, LG&E and KU)

See Note 11 for discussion of intercompany borrowings.

Long-term Debt and Equity Securities

(PPL)

In April 2012, PPL made a registered underwritten public offering of 9.9 million shares of its common stock. In conjunction
with that offering, the underwriters exercised an option to purchase an additional 591 thousand shares of PPL common stock
solely to cover over-allotments.

In connection with the registered public offering, PPL entered into forward sale agreements with two counterparties covering
the 9.9 million shares of PPL common stock. Settlement of these initial forward sale agreements will occur no later than
April 2013. As a result of the undenwiters’ exercise of the overallotment option, PPL entered into additional forward sale
agreements covering the additional 591 thousand shares of PPL common stock. Settlement of the subsequent forward sale
agreements will occur in July 2013. Upon any physical settlement of any forward sale agreement, PPL will issue and deliver
to the forward counterparties shares of its common stock in exchange for cash proceeds per share equal to the forward sale
price. The forward sale price will be calculated based on an initial forward price of $27.02 per share reduced during the
period the contracts are outstanding as specified in the forward sale agreements. PPL may, in certain circumstances, elect
cash settlement or net share settlement for all or a portion of its rights or obligations under the forward sale agreements.

PPL will not receive any proceeds or issue any shares of common stock until settlement of the forward sale agreements. PPL
intends to use any net proceeds that it receives upon settlement to repay short-term debt obligations and for other general
corporate purposes.

The forward sale agreements will be classified as equity transactions. As a result, no amounts will be recorded in the
consolidated fmancial statements until the settlement of the forward sale agreements. Prior to those settlements, the only
impact to the fmancial statements will be the inclusion of incremental shares within the calculation of diluted EPS using the
treasury stock method.

In April 2012, WPD (East Midlands) issued £100 million aggregate principal amount of 5.25% Senior Notes due 2023.
WPD (East Midlands) received proceeds of approximately £111 million, which equated to $178 million at the time of
issuance, net of underwriting fees. The net proceeds were used for general corporate purposes.
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In June 2012, PPL Capital Funding issued $400 million of 4.20% Senior Notes due 2022. The notes maybe redeemed at
PPL Capital Funding’s option any time prior to maturity at make-whole redemption prices. PPL Capital Funding received
proceeds of $396 million, net of a discount and underwriting fees, that will be used for general corporate purposes.

In July 2012, PPL Capital Funding gave notice of its election to redeem at par on August 14, 2012, together with interest
accrued to the redemption date, the entire $99 million outstanding principal amount of its 6.85% Senior Notes due 2047.

See Note 7 in PPL’s 2011 Form 10-K for information on the 2011 Bridge Facility, 2011 Equity Units and the April 2011
issuance of common stock.

(PPL and PPL Energy Supply)

In April 2012, an indirect, wholly owned subsidiary of PPL Energy Supply completed the fronwood Acquisition. See Note $
for information on the transaction and the debt of PPL fronwood, LLC assumed through consolidation as part of the
acquisition.

(PPL and PPL Electric)

In June 2012, PPL Electric redeemed all 2.5 million shares of its 6.25% Series Preference Stock, par value $100 per share.
The price paid for the redemption was the par value, without premium ($250 million in the aggregate). At December 31,
2011, the preference stock was reflected in “Noncontrolling Interests” on PPL’s Balance Sheet and in “Preference stock” on
PPL Electric’s Balance Sheet.

(PPL and LKE)

In June 2012, IKE completed an exchange of all its outstanding 4.375% Senior Notes due 2021 issued in September 2011 in
a transaction not registered under the Securities Act of 1933, for similar securities that were issued in a transaction registered
with the SEC. See Note 7 in PPL’s and IKE’s 2011 Form 10-K for additional information.

Legal Separateness

(PPL, PPL Energy Supply, PPL Electric and LKE,)

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, nor are its
subsidiaries liable for the debts of one another. Accordingly, creditors of PPL’s subsidiaries may not satis’ their debts from
the assets of PPL or its other subsidiaries absent a specific contractual undertaking by PPL or its other subsidiaries to pay the
creditors or as required by applicable law or regulation.

Similarly, the subsidiaries of PPL Energy Supply, PPL Electric and IKE are each separate legal entities. These subsidiaries
are not liable for the debts of PPL Energy Supply, PPL Electric and LKE. Accordingly, creditors of PPL Energy Supply,
PPL Electric and LKE 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. Similarly, absent a specific
contractual undertaking or as required by applicable law or regulation, PPL Energy Supply, PPL Electric and LKE are not
liable for the debts of their subsidiaries, nor are their subsidiaries liable for the debts of one another. Accordingly, creditors
of these subsidiaries may not satis1r their debts from the assets of PPL Energy Supply, PPL Electric and LKE (or their other
subsidiaries) absent a specific contractual undertaking by that parent or other subsidiary to pay such creditors or as required
by applicable law or regulation.

Distributions and Capital Contributions

(PPL)

In May 2012, PPL declared its quarterly common stock dividend, payable July 2, 2012, at 36.0 cents per share (equivalent to
$1.44 per annum). future dividends, declared at the discretion of the Board of Directors, will be dependent upon future
earnings, cash flows, fmancial and legal requirements and other factors.
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(PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

During the six months ended June 30, 2012, the following distributions and capital contributions occurred:

PPL Energy
Supply PPL Electric LKE LG&E KU

Dividends/distributions paid to parentlmember $ 657 $ 56 $ 60 $ 31 S 48
Capital contributions received from parent/member 472

(PPL, LKE, LG&E and KU)

Since the payment of dividends from jurisdictional public utilities is governed by the Federal Power Act, LG&E and KU
petitioned the FERC requesting authorization to pay dividends in the future based on retained earnings balances calculated
without giving effect to the impact of purchase accounting adjustments for the acquisition of LIKE by PPL. In May 2012,
FERC approved the petitions; however, each utility’s adjusted equity ratio must equal or exceed 30% of total capitalization in
order to pay dividends. LG&E and KU do not intend to change their dividend practices as a result of this order.

8. Acquisitions, Development and Divestitures

(PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

The Registrants periodically evaluate opportunities for potential acquisitions. divestitures and development projects.
Development projects are periodically 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. Any resulting
transactions may impact future financial results.

Acquisitions

Ironwood Acquisition (PPL and PPL Energy Supply,)

On April 13, 2012, an indirect, wholly owned subsidiary of PPL Energy Supply completed the acquisition from a subsidiary
of The AES Corporation of all of the equity interests of AES fronwood, L.L.C. (subsequently renamed PPL Ironwood, LLC)
and AES Prescott, L.LC. (subsequently renamed PPL Prescott, LLC), which own and operate, respectively, the Ironwood
Facility. The Ironwood facility began operation in 2001 and, since 2008, PPL EnergyPlus has supplied natural gas for the
operation of the Ironwood Facility and received the facility’s full electricity output and capacity value pursuant to a tolling
agreement that expires in 2021. See Note II in PPL’s and PPL Energy Supply’s 2011 Form 10-K for additional information
on the tolling agreement. The acquisition provides PPL Energy Supply, through its subsidiaries, operational control of
additional combined-cycle gas generation in PJM.

The consideration paid for this acquisition, subject to finalization of working capital, net indebtedness and fair value
adjustments, was as follows.

Aggregate enterprise consideration $ 326
Less: Estimated fair value of long-teens debt outstanding assumed through consolidation (a) 258
Plus: Restricted cash debt service reserves 17
Cash consideration paid for equity interests (including estimated working capital adjustments) $ 85

(a) The estimated long-term debt assumed through consolidation consisted of $226 million aggregate principal amount of 8.857% senior secured bonds to
be fully repaid by 2025, plus $8 million of debt service reserve loans, and a $24 million estimated fair value adjustment.

Preliminary Purchase Price Allocation

The following table summarizes the preliminary allocation of the purchase price to the estimated fair value of the major
classes of assets acquired and liabilities assumed through consolidation, and the effective settlement of the tolling agreement
through consolidation.

PP&E $ 505
Long-term debt (current and noncurrent) (a) (25$)
Tolling agreement assets eliminated (b) (170)
Other net assets $
Net identifiable assets acquired (c) $ $5

(a) Represents non-cash activity excluded from the Statement of Cash flows for the six months ended June 30, 2012.
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(b) Represents PPL EnergyPlus’ existing assets, primarily an intangible asset, which represented PPL EnergyPlus’ rights to and the related accounting for
the tolling agreement with PPL fronwood, LLC prior to the acquisition. On the acquisition date, PPL bonwood, LLC recorded a liability, recognized
at estimated fair value, for its obligation to PPL EnergyPlus. The tolling agreement assets of PPL EnergyPlus and the tolling agreement liability of
PPL fronwood, LLC eliminate in consolidation for PPL and PPL Energy Supply as a result of the acquisition, and therefore the agreement is
considered effectively settled. My difference between the tolling agreement assets and liability will result in a gain or loss on the effective settlement
of the agreement. That amount is currently estimated to be insignificant.

(c) Goodwill is currently estimated to be insignificant.

At the date of acquisition, total future minimum lease payments to be made by PPL EnergyPlus to PPL fronwood, LLC under
the tolling agreement were $270 million. These payments, which were included in the total minimum lease payments
disclosed in Note 11 of PPL’s and PPL Energy Supply’s 2011 Form 10-K, will continue to be made by PPL EnergyPlus to
PPL Ironwood, LLC following the acquisition, but will eliminate in consolidation.

In addition, Note 20 of PPL’s and PPL Energy Supply’s 2011 Form 10-K included annual forecasted amortization expense of
$15 million for each of the years 2012 through 2016 related to the PPL EnergyPlus tolling agreement intangible asset. This
amortization will eliminate in consolidation for PPL and PPL Energy Supply as PPL Ironwood, LLC is now a subsidiary of
PPL Energy Supply as a result of the acquisition.

The purchase price allocation is preliminary and could change in subsequent periods. The preliminary purchase price
allocation was based on PPL Energy Supply’s best estimates using information obtained as of the reporting date. Any
changes to the purchase price allocation that result in material changes to the consolidated fmancial results will be adjusted
retrospectively. The final purchase price allocation is expected to be completed by the end of 2012. The items pending
fmalization include, but are not limited to, the valuation of PP&E, long-term debt, certain contractual liabilities, including the
tolling agreement, the resulting gain (loss) and goodwill.

Acquisition of WPD Midlands (PPL)

See Notes 1 and 10 in PPL’s 2011 Form 10-K for information on PPL’s April 1,2011 acquisition of WPD Midlands.

Separation Benefits - UK. Regulated Segment

In connection with the 2011 acquisition, PPL completed a reorganization designed to transition WPD Midlands from a
functional operating structure to a regional operating structure requiring a smaller combined support structure, reducing
duplication and implementing more efficient procedures. More than 700 employees of WPD Midlands will have received
separation benefits as a result of the reorganization by the end of 2012.

Separation benefits totaling $104 million, pre-tax, were associated with the reorganization, of which $93 million was
recorded in the second half of 2011. Additional severance compensation was recorded during the three and six months ended
June 30, 2012, as shown in the table below. The additional severance compensation is included in “Other operation and
maintenance” on the Statement of Income.

The changes in the carrying amounts of accrued severance for the periods ended June 30, 2012 was as follows:

Three Moaths Six Months

Accrued severance at the beginning of period $ 19 $ 21
Severance compensation 4 10
Severance paid (15) (23)
Accrued severance at the end of period $ 8 $ 8

In addition, during the second quarter of 2011, WPD recognized $6 million of separation costs associated with the dismissal
of eight senior executives of WPD Midlands, which is included in “Other operation and maintenance” on the Statements of
income and were not part of the reorganization discussed above. Of these costs, $2 million relates to early retirement
deficiency costs payable under applicable pension plans and $4 million relates to severance compensation.

Pro forma Information

The pro forma operating revenues and net income attributable to PPL for the periods ended June 30, 2011, which includes
WPD Midlands as if the acquisition had occurred January 1, 2010, are as follows.

Three Months Six Months

Operating Revenues - PPL consolidated pro forms $ 2,587 $ 5,802
Net Income Attributable to PPL - PPL consolidated pro forms 288 814
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The pro forma fmancial information presented above has been derived from the historical consolidated fmancial statements
of PPL and from the historical combined fmancial statements of WPD Midlands. Income (loss) from discontinued operations
(net of income taxes), which was not significant, 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 for the periods ended June 30, 2011 include the
following pre-tax credits (expenses):

Income Statement
Line Item Three Months Six Months

2011 Bridge Facility costs Interest Expense $ (36) $ (43)
Foreign currency loss on 2011 Bridge Facility Other Income (Expense) - net (5$) (5$)
Net hedge gains associated with the 2011 Bridge Facility Other Income (Expense) - net 63 56
Hedge ineffectiveness Interest Expense (12) (12)
U.K. stamp duty tax Other Income (Expense) - net (21) (21)
Other acquisition-related adjustments (a) (42) (52)

(a) Primarily includes advisoiy, accounting and legal fees recorded to ‘Other Income (Expense) - net’ and certain separation benefits recognized during
the second quarter of 2011 as noted above recorded in” Other operation and maintenance on the Statement of Income.

Terminated Bluegrass CTs Acquisition (PPL, LKE, LG&E and KU)

In September 2011, LG&E and KU entered into an asset purchase agreement with Bluegrass Generation for the purchase of
the Bluegrass CTs, aggregating approximately 495 MW, plus limited associated contractual arrangements required for
operation of the units, for a purchase price of $110 million, pending receipt of applicable regulatory approvals. In May
2012, the KPSC issued an order approving the request to purchase the Bluegrass CTs. Also in May 2012, the FERC
issued an order conditionally authorizing the acquisition of the Bluegrass CTs, subject to approval by the FERC of
satisfactory mitigation measures to address market-power concerns. After a review of potentially available mitigation
options, LG&E and KU determined that the options were not commercially justifiable. In June 2012, LG&E and KU
terminated the asset purchase agreement for the Bluegrass CTs in accordance with its terms and made applicable filings
with the KPSC and FERC. LG&E and KU are currently assessing the impact of the Bluegrass contract termination and
potential future generation capacity options.

Development

NGCC Construction (PPL, LKE, LG&E and KU)

In September 2011, LG&E and KU filed a CPCN with the KPSC requesting approval to build a 640 MW NGCC at the
existing Cane Run plant site in Kentucky. In May 2012, the KPSC issued an order approving the request. Subject to
fmalizing contracting agreements and permitting activities, construction is expected to begin in 2012 and be completed
during 2015. The project, which includes building a natural gas supply pipeline and related transmission projects, has an
estimated cost of approximately $600 million ($130 million for LG&E and $470 million for KU).

In conjunction with this construction and to meet new, stricter federal EPA regulations with a 2015 compliance date, LG&E
and KU anticipate retiring six older coal-fired electric generating units at the Cane Run, Green River and Tyrone plants,
which have a combined summer capacity rating of 797 MW. The Cane Run and Green River coal units are anticipated to
remain operational until the NGCC generation and associated transmission project is completed. See Note 6 for additional
information.

(PPL and PPL Energy Supply)

Bell Bend COLA

The NRC continues to review the COLA submitted by a PPL Energy Supply subsidiary, PPL Bell Bend, LLC (PPL Bell
Bend) for the proposed Bell Bend nuclear generating unit (Bell Bend) to be built adjacent to the Susquehanna plant. PPL
Bell Bend has made no decision to proceed with construction of Bell Bend and expects that such decision will not be made
for several years given the anticipated lengthy NRC license approval process. Additionally, PPL Bell Bend has announced
that it does not expect to proceed with construction absent favorable economics, a joint arrangement with other interested
parties and a federal loan guarantee or other acceptable financing. PPL Bell Bend is currently authorized to spend up to $162
million through 2012 on the COLA and other permitting costs (including land costs) necessary for construction. At June 30,
2012 and December 31, 2011, $142 million and $131 million of costs, which includes capitalized interest, associated with the
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licensing application were capitalized and are included on the Balance Sheets in noncurrent “Other intangibles.” PPL Bell
Bend believes that the estimated fair value of the COLA currently exceeds the costs expected to be capitalized associated
with the licensing application. PPL Bell Bend remains active in the DOE loan guarantee application process. See Note 8 in
PPL’s and PPL Energy Supply’s 2011 Form 10-K for additional information.

Susguehanna-Roseland Transmission Line (PPL and PPL Electric)

PPL Electric has experienced delays in obtaining necessary National Park Service (NPS) approvals for the Susquehanna
Roseland transmission line and anticipates a delay of the line’s in-service date to 2015. in March 2012, the NPS announced
that the route proposed by PPL Electric and PSE&G, previously approved by the Pennsylvania and New Jersey public utility
commissions, is the preferred route for the line under the NPS’s National Environmental Policy Act review. The NPS has
stated that it expects to issue its record of decision in October 2012. An appeal of the New Jersey Board of Public Utilities
approval of the line is pending before the New Jersey Superior Court Appellate Division. PPL Electric cannot predict the
ultimate outcome or timing of the NPS approval or any further legal challenges to the project. PJM 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 firther delay to its scheduled in-service date for the new line.

At June 30, 2012, PPL Electric’s estimated share of the project cost has increased to $560 million from approximately $500
million at December 31, 2011, mainly due to increased material costs. Tn July 2012, PPL Electric began pre-construction
activities including tree and vegetation removal from the transmission line’s right of way and construction of access roads.

See Note 8 in PPL’s and PPL Electric’s 2011 Form 10-K for additional information.

9. Defined Benefits

(PPL, PPL Energy Supply and PPL Electric,)

Prior to January 1, 2012, the majority of PPL’s Montana and Pennsylvania employees were eligible for pension benefits under
PPL Montana’s cash balance pension plan or PPL’s qualified and non-qualified non-contributory defmed benefit pension
plans with benefits based on length of service and fmal average pay, as defined by the plans. Effective January 1, 2012, these
plans were closed to newly hired salaried employees. Newly hired bargaining unit employees will continue to be eligible
under these plans based on their collective bargaining agreements. Salaried employees hired on or afler January 1, 2012 will
be eligible to participate in the new PPL Retirement Savings Plan, a 40 1(k) savings plan with enhanced employer matching.
The changes to the plans are not expected to have a significant near-term cost impact.

(PPL, PPL Energy Supply, LKE and LG&E)

Following are the net periodic defmed benefit costs (credits) of the plans sponsored by PPL, PPL Energy Supply, LKE and
LG&E for the periods ended June 30:

Pension Benefits
Three Months Six Months

U.S. U.K. U.S. UK
2012 2011 2012 2011 2012 2011 2012 2011

PPL
Servicecost $ 26$ 23$ 14$ 12$ 52$ 47$ 27$ 17
Interestcost 54 54 85 73 110 109 169 112
Expected retum on plan assets (64) (61) (114) (88) (130) (123) (225) (140)
Amortization of:

Prior service cost 6 6 1 1 12 12 2 2
Actuarial (gain) loss 11 8 20 15 21 14 40 29

Net periodic defined benefit
costs (credits) prior to
termination benefits 33 30 6 13 65 59 13 20

Termination benefits

___________ ___________ ___________

2

___________ ___________ ___________

2
Net periodic defmed benefit
costs(crcdits) $ 33$ 30$ 6$ 15$ 65$ 59$ 13$ 22

PPL Energy Supply
Servicecost $ 2 $ I $ 3 $ 2
Interest cost 2 2 4 4
Expected return on plan assets (3) (2) (5) (4)
Amortization of:

Actuarial (gain) loss 1 1 1
Net periodic defmed benefit
costs(credits) $ 1 $ 2 $ 3 $ 3
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Pension Benefits
Three Months Six Months

2012 2011 2012 2011

LKE
Service cost $ 5 $ 6 $ 11 $ 12
Interest cost 15 17 32 34
Expected return on plan assets (17) (16) (35) (32)
Amortization of:
Prior service cost 1 1 2 2
Actuarial (gain) loss 6 6 11 Ii

Net periodic defined benefit
costs (credits) $ 10 $ 14 $ 21 $ 27

LG&E
Service cost S I $ 1 $ 1 $ 1
Interest cost 3 3 7 7
Expected return on plan assets (4) (5) (9) (9)
Amortization of:
Prior service cost 1 1 1
Actuarial (gain) loss 2 3 5 6

Net periodic defined benefit
costs (credits) $ 2 $ 3 $ 5 $ 6

Other Postretirement Benefits
Three Months Six Months

2012 2011 2012 2011

PPL
Service cost $ 3 $ 3 $ 6 $ 6
Interest cost $ 8 16 16
Expected return on plan assets (5) (5) (11) (11)
Amortization of:

Transition obligation 1 1 1
Actuarial (gain) loss 1 1 2 3

Net periodic defmed benefit costs (credits) $ 7 $ 8 $ 14 $ 15

LKE
Service cost $ I $ I $ 2 $ 2
Interest cost 2 2 4 5
Expected return on plan assets (1) (1) (2) (2)
Amortization of:

Transition obligation I I I
Prior service cost 1 2 1
Actuarial (gain) loss

(1)

______________

(1)

______________

Net periodic defined benefit costs (credits) $ 3 $ 3 $ 6 $ 7

(PPL Energy Supply, PPL Electric, LG&E and KU)

In addition to the specific plans they sponsor, PPL Energy Supply subsidiaries are also allocated costs of defmed benefit
plans sponsored by PPL Services and LG&E is allocated costs of defmed benefit plans sponsored by LKE based on their
participation in those plans, which management believes are reasonable. PPL Electric and KU do not directly sponsor any
defmed benefit plans. PPL Electric is allocated costs of defined benefit plans sponsored by PPL Services and KU is allocated
costs of defmed benefit plans sponsored by LKE based on their participation in those plans, which management believes are
reasonable, for the periods ended June 30, PPL Services allocated the following net periodic benefit costs to PPL Energy
Supply subsidiaries and PPL Electric, and LKE allocated the following net periodic benefit costs to LG&E and KU, including
amounts applied to accounts that are further distributed between capital and expense.

Three Months Six Months
2012 2011 2012 2011

PPL Energy Supply $ 9 $ 8 $ 19 $ 15
PPLElecthc 7 6 15 12
LG&E 3 4 6 $
KU 5 5 9 11
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Expected Cash Flows - U.K. Pension Plans

(PPL)

At June 30, 2012, WPD’s expected pension contributions for 2012 are $323 million compared with $161 million as disclosed
in PPL’s 2011 Form 10-K. During the six months ended June 30, 2012, contributions of $275 million were made. The
additional contributions are being made to prepay future contribution requirements to fund pension plan deficits.

10. Commitments and Contingencies

Energy Purchase Commitments

(PPL and PPL Energy Supply)

In 200$, PPL EnergyPlus acquired the rights to an existing long-term tolling agreement associated with the output of the
fronwood Facility. Under the agreement, PPL EnergyPlus has control over the plant’s dispatch into the electricity grid and
supplies the natural gas necessary to operate the plant. The tolling agreement extends through 2021. In April 2012 an
indirect, wholly owned subsidiary of PPL Energy Supply acquired the owner of the Ironwood Facility. See Note $ for
information on the fronwood Acquisition.

(PPL and PPL Electric)

In 2009, the PUC approved PPL Electric’s procurement plan for the period January 2011 through May 2013. To date, PPL
Electric has conducted 12 of its 14 planned competitive solicitations. The solicitations include a mix of short-term and long-
term purchases ranging from five months to ten years to fulfill PPL Electric’s obligation to provide for customer supply as a
PLR. In May 2012, PPL Electric filed a plan with the PUC to purchase its electric supply for default customers for the period
June 2013 through May 2015. The plan proposes to buy this electricity twice a year, beginning in April 2013.

(PPL Energy Supply and PPL Electric)

See Note 11 for information on the power supply agreements between PPL EnergyPlus and PPL Electric.

Legal Matters

(PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

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.

TC2 Construction (PPL, LKE, LG&E and KU)

In June 2006, LG&E and KU, as well as the Indiana Municipal Power Agency and Illinois Municipal Electric Agency
(collectively, 1C2 Owners), 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 increase or decrease the ultimate construction price. During 2009 and 2010,
the TC2 Owners received 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, the TC2 Owners 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, the TC2 Owners took care, custody and
control of TC2 in January 2011. Pursuant to certain amendments to the construction agreement, the contractor has made and
maybe required to make additional modifications to the combustion system to allow operation of TC2 on all specified fuels
categories. The provisions of the construction agreement relating to liquidated damages were also amended. In September
2011, the TC2 Owners and the construction contractor entered into subsequent adjustments to the construction agreement
addressing, among other matters, certain historical change order, labor rate and prior liquidated damages amounts. The
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remaining issues, plus certain potential warranty matters, are still under discussion with the contractor. PPL, LKE, LG&E
and KU cannot currently predict the outcome of this mailer or the potential impact on the capital costs of this project.

WKE Indemnification (PPL and LKE)

See footnote (o) to the table in “Guarantees and Other Assurances” in this Note 10 for information on an LIKE indemnity
relating to its former WKE lease, including related legal proceedings.

(PPL and PPL Energy Supply)

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 certain 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 $6 million for 2007
compensation. Those unpaid amounts accrued interest at 10% per year. The Montana District Court also deferred. determination of compensation for 200$ 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 ofjudgment and a stay of the Land Board’s authority
to assess compensation for 200$ and future periods. In March 2010, the Montana Supreme Court substantially affirmed the
2008 Montana District Court decision.

lii August 2010, PPL Montana filed a petition for a wi-it of certiorari with the U.S. Supreme Court requesting review of this mailer.
In June 2011, the U.S. Supreme Court granted PPL Montana’s petition, and in February 2012 the U.S. Supreme Court issued a
decision overturning the Montana Supreme Court decision and remanded the case to the Montana Supreme Court for further
proceedings consistent with the U.S. Supreme Court’s opinion. As a result, in the fourth quarter of 2011, PPL Montana reversed its
total loss accrual of $89 million ($53 million after-tax) which had been recorded prior to the U.S. Supreme Court decision. PPL
Montana believes the U.S. Supreme Court decision resolves certain questions of liability in this case in favor of PPL Montana and
leaves open for reconsideration by Montana courts, consistent with the findings of the U.S. Supreme Court, certain other questions.
In March 2012, the case was returned to the Montana Supreme Court and in April 2012 remanded to the Montana First Judicial
District Court. Further proceedings have not yet been scheduled by the District Court. PPL Montana has concluded it is no longer
probable, but it remains reasonably possible, that a loss has been incurred. While unable to estimate a range of loss, PPL Montana
believes that any such amount should not be material.

Bankruptcy of SMGT

in October 2011, SMGT, a Montana cooperative and purchaser of electricity under a long-term supply contract with PPL
EnergyPlus expiring in June 2019 (SMGT Contract), filed for protection under Chapter 11 of the U.S. Bankruptcy Code in
the U.S. Bankruptcy Court for the District of Montana. At the time of the bankruptcy filing, SMGT was PPL EnergyPlus’
largest unsecured credit exposure.
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The SMGT Contract provided for fixed volume purchases on a monthly basis at established prices. Pursuant to a court order
and subsequent stipulations entered into between the SMGT bankruptcy trustee and PPL EnergyPlus, since the date of its
Chapter 11 filing through January 2012, SMGT continued to purchase electricity from PPL EnergyPlus at the price specified
in the SMGT Contract, and made timely payments for such purchases, but at lower volumes than as prescribed in the SMGT
Contract. In January 2012, the trustee notified PPL EnergyPlus that SMGT would not purchase electricity under the SMGT
Contract for the month of February. In March 2012, the U.S. Bankruptcy Court for the District of Montana issued an order
approving the request of the SMGT trustee and PPL EnergyPlus to terminate the SMGT Contract. As a result, the SMGT
Contract was terminated effective April 1,2012, allowing PPL EnergyPlus to resell the electricity previously contracted to
SMGT under the SMGT Contract to other customers.

PPL EnergyPlus receivable under the SMGT Contract totaled approximately $22 million at June 30, 2012, which has been
fully reserved. No assurance can be given as to the collectability of the receivable.

In July 2012, PPL EnergyPlus filed its proof of claim in the SMGT bankruptcy proceeding. The total claim is approximately
$375 million, predominantly an unsecured claim representing the value for energy sales that will not occur as a result of the
termination of the SMGT Contract.

PPL Energy Supply cannot predict any amounts that it may recover in connection with the SMGT bankruptcy or the prices
and other terms on which it will be able to market to third parties the power that SMGT will not purchase from PPL
EnergyPlus due to the termination of the SMGT Contract.

Notice of Intent to Sue Colstdp Owners

On July 30,2012, PPL Montana received a Notice of Intent to Sue for violations of the Clean Air Act at Colsftip Steam Electric
Station (Notice) from counsel on behaff of the Sierra Club and the Montana Environmental Information Center (IVEEIC). The
Notice was also addressed to the Owner or Managing Agent of Colsfrip, and to the other Coistrip co-owners: Avista Corporation,
Puget Sound Energy, Portland General Electric Company, Northwest Energy and Pacificorp. The Notice alleges certain violations
of the Clean Air Act, including New Source Review, Title V and opacity requirements. The Notice states that Sierra Club and
IvWIC will request a United States District Court to impose injunctive relief and civil penalties. require a beneficial environmental
project in the areas affected by the alleged air pollution and require reimbursement of Sierra Club’s and IvIEICs costs of litigation
and attorney’s fees. PPL is evaluating the allegations set forth in the Notice and cannot at this time predict the outcome of this
matter.

Regulatory Issues

(PPL, PPL Electric, LKE, LG&E and KU)

See Note 6 for information on regulatory matters related to utility rate regulation.

Enactment of Financial Reform Legislation tPFL, PPL Ener Supply, FPL Electric, LKE, LG&E and KU)

In July 2010, the Dodd-Frank Act was signed into law. The Dodd-Frank Act includes provisions that impose derivative
transaction reporting requirements and require most over-the-counter derivative transactions to be executed through an
exchange and to be centrally cleared. The Dodd-Frank Act also provides that the U.S. Commodity Futures Trading
Commission (CFTC) may impose collateral and margin requirements for over-the-counter derivative transactions, as well as
capital requirements for certain entity classifications. Final rules on major provisions in the Dodd-Frank Act are being
established through rulemakings. The rulemakings are scheduled to become effective at different times following
effectiveness of the defmitional rule for the term “swap”. In July 2012, the CFTC approved the rule defining swap, which
will become effective 60 days after publication of the rule in the Federal Register. Additionally, in April 2012, the CFTC
approved the final Rule (Final Rule) defming key terms such as “swap dealer.” The defmition of swap dealer, among other
things, provides a significantly higher de minimis threshold amount of annual derivative transactions in which a party must
have engaged in order to be classified as a swap dealer than was provided for in the CFTC’s proposed rule, and is an amount
that would not currently result in the Registrants being deemed swap dealers. There are numerous other provisions in the
Final Rule, however, that the Registrants have not yet analyzed that could result in their being subject to the more onerous
compliance requirements applicable to swap dealers. Even if the Registrants are not ultimately subject to the compliance
requirements applicable to swap dealers, the Dodd-Frank Act and its implementing regulations nevertheless will impose on
them significant additional and potentially costly recordkeeping and reporting requirements. Also, the Registrants could face
significantly higher operating costs or 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. The Registrants will continue to evaluate the
provisions of the Dodd-Frank Act and its implementing regulations. At this time, the Registrants cannot predict the impact
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that the law or its implementing regulations will have on theft businesses or operations, or the markets in which they transact
business, but could incur material costs related to compliance with the Dodd-Frank Act.

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
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 PJM capacity market to incent necessary generation investment throughout PJM. In February 2011, the PJM
Power Providers Group (P3), an organization in which PPL is a member, filed a complaint before the FERC seeking changes
in PJM’s capacity market rules designed to ensure that subsidized generation, such as may result from the implementation of
the LCAYP. will not be able to 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 PJM’s capacity
rules consistent with a significant portion of P3’s requested changes. Several parties have filed appeals of the FERC’s order.
PPL, PPL Energy Supply and PPL Electric cannot predict the outcome of this proceeding or the economic impact on theft
businesses or operations, or the markets in which they transact business.

In addition, in February 2011, PPL and several other generating companies and utilities filed a complaint in U.S. District
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. In October 2011, the court denied the BPU’s
motion to dismiss the proceeding and the litigation is continuing. PPL, PPL Energy Supply and PPL Electric cannot predict
the outcome of this proceeding or the economic impact on their businesses or operations, or the markets in which they
transact business.

Maryland Capacity Order

In April 2012, the Maryland Public Service Commission (MD PSC) ordered three electric utilities in Maryland to enter into
long-term contracts to support the construction of new electric generating facilities in Maryland, specifically a 661 MW
natural gas-fired combined-cycle generating facility to be owned by CPV Maryland, LLC. PPL believes the intent and effect
of the action by the MD PSC is to encourage the construction of new generation in Maryland even when, under the FERC
approved PJM economic model, such new generation would not be economic. The MD PSC action could depress capacity
prices in PJM in the short term, impacting PPL Energy Supply’s revenues, and harm the long-term ability of the PJM capacity
market to encourage necessary generation investment throughout PJM.

In April 2012, PPL and several other generating companies filed a complaint in U.S. District Court in Maryland challenging
the MD PSC order on the grounds that it violates well-established principles under the Supremacy and Commerce clauses of
the U.S. Constitution. In this action, the plaintiffs request declaratory and injunctive relief barring implementation of the
order by the Commissioners of the NO PSC. In August 2012, the court denied the NO PSC and CPV Maryland, LLC
motions to dismiss the proceeding and the litigation is continuing. PPL, PPL Energy Supply, and PPL Electric cannot predict
the outcome of this proceeding or the economic impact on their businesses or operations, or the markets in which they
transact business.

Pacific Northwest Markets (PPL and PPL Energy Supply)

Through its subsidiaries, PPL Energy Supply made spot market bilateral sales of power in the Pacific Northwest during the
period from December 2000 through June 2001. Several parties subsequently claimed refunds at FERC as a result of these
sales. In June 2003. 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. In October 2011, FERC initiated proceedings to consider additional evidence. At June 30,
2012, there were two remaining claims against PPL Energy Supply totaling $73 million. In July 2012, PPL Montana and the
City of Tacoma, one of the parties claiming refunds at FERC, reached a settlement whereby PPL Montana would pay $75
thousand to resolve the City of Tacoma’s $23 million claim, $9 million of which represents interest. The settlement does not
resolve the remaining claim.
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Although PPL and its subsidiaries believe that they have not engaged in any improper trading or marketing practices
affecting the Pacific Northwest markets, PPL and PPL Energy Supply cannot predict the outcome of the above-described
proceedings or whether any subsidiaries will be the subject of any additional governmental investigations or named in other
lawsuits or refund proceedings. Consequently, PPL and PPL Energy Supply cannot estimate a range of reasonably possible
losses, if any, related to this matter.

(PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

FERC Market-Based Rate Authority

In 1998, the FERC authorized LG&E and KU and PPL EnergyPlus to make wholesale sales of electric power and related
products at market-based rates. In those orders, the FERC directed LG&E, KU and PPL EnergyPlus, respectively, to 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 LG&E, KU, 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 PJIvPs region. In June 2011, FERC approved
PPL’s market-based rate update for the Eastern region and PPL’s market-based rate update for the Western region. Also, in
June 2011, PPL filed its market-based rate update for the Southeast region, including LG&E and KU in addition to PPL
EnergyPlus. In June 2011, the FERC issued an order approving LG&E’s and KU’s request for a determination that they no
longer be deemed to have market power in the BREC balancing area and removing restrictions on their market-based rate
authority in such region.

Currently. a seller granted FERC market-based rate authority 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. At this time, PPL, PPL Energy Supply,
PPL Electric, LKE, LG&E and KU caunot predict the impact of these court decisions on the FERC’s future market-based rate
authority program or on their businesses.

Energy Policy Act of 2005 - Reliability Standards

The 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. 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. Under the Federal Power Act, the FERC may assess civil penalties of up to $1
million per day, per violation, for certain violations.

LG&E, KU, PPL Electric and certain subsidiaries of PPL Energy Supply monitor their compliance with the Reliability
Standards and continue to self-report potential violations of certain applicable reliability requirements and submit
accompanying mitigation plans, as required. The resolution of a number of potential violations 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.

In the course of implementing their programs 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. The
Registrants cannot predict the outcome of these matteis, and cannot estimate a range of reasonably possible losses, if any,
other than the amounts currently recorded.
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Environmental Matters - Domestic

(PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

Due to the environmental issues discussed below or other environmental mailers, it may be necessary for the Registrants to
modify, curtail, replace or cease operating certain facilities or operations to comply with statutes, regulations and other
requirements of regulatory bodies or courts. In addition, legal challenges to new environmental permits or rules add to the
uncertainty of estimating the future cost impact of these permits and rules.

(PPL, PPL Energy Supply, LKE, LG&E and KU)

Air

CSAPR (formerly Clean Air Transport Rule)

In July 2011, the EPA adopted the CSAPR, which finalizes and renames the Clean Air Transport Rule (Transport Rule)
proposed in August 2010. The CSAPR replaces the EPA’s previous CAIR which was invalidated by the U.S. Court of
Appeals for the District of Columbia Circuit (the Court) in July 2008. CAIR subsequently was effectively reinstated by the
Court in December 2008, pending finalization of the Transport Rule. Like CAIR and the proposed Transport Rule, the
CSAPR only applies to PPL’s fossil-fueled generating plants located in Kentucky and Pennsylvania.

The CSAPR is meant to facilitate attainment of ambient air quality standards for ozone and fme particulates by requiring
reductions in sulfur dioxide and nitrogen oxides. The CSAPR establishes new sulfur dioxide and nitrogen oxide emission
allowance cap and trade programs that are more restrictive than previously under CAW. The CSAPR provides for two-
phased programs of sulfur dioxide and nitrogen oxide emissions reductions, with initial reductions in 2012 and more stringent
reductions in 2014.

lii December 2011, the Court stayed implementation of the CSAPR and left CAIR in effect pending a fmal decision on the
validity of the rule. In February 2012, the EPA made revisions to the rule. Oral arguments on legal challenges to the CSAPR
were held, and a fmal decision on the validity of the rule is expected in 2012.

With respect to the Kentucky fossil-fueled generating plants, the stay of the CSAPR will initially only impact the unit
dispatch order. With the return of the CAIR and the Kentucky companies’ significant number of sulfur dioxide allowances,
those units will be dispatched with lower operating cost, but slightly higher sulfur dioxide and nitrogen oxide emissions.
However, a key component of the Court’s final decision, even if the CSAPR is upheld, will be whether the ruling delays the
implementation of the CSAPR by one year for both Phases I and II, or instead continues to require the significant sulfur
dioxide and nitrogen oxide reductions associated with Phase II to begin in 2014. LG&E’s and KU’s CSAPR compliance
strategy is based on over-compliance during Phase I to generate allowances sufficient to cover the expected shortage during
the first two years of Phase 11(2014 and 2015) when additional pollution control equipment will be installed. Should Phase I
of the CSAPR be shortened to one year, it will be more difficult and costly to provide enough excess allowances in one year
to meet the shortage projected for 2014 and 2015. LG&E and KU have the ability to recover emission allowance expense
through the ECR mechanism; however, actual recovery is subject to the outcome of future review proceedings by the KPSC.

PPL Energy Supply’s fossil-fueled generating plants can meet both the CAIR and the stayed CSAPR sulfur dioxide emission
requirements with the existing scrubbers that were placed in service in 2008 and 2009. To meet nitrogen oxide standards,
under both the CAIR and the stayed CSAPR, PPL Energy Supply would need to buy allowances or make operational
changes, the costs of which are not anticipated to be significant.

National Ambient Air Quality Standards

In addition to the reductions in sulfur dioxide and nitrogen oxide emissions required under the CSAPR for its Pennsylvania
and Kentucky plants, PPL’s fossil-fueled generating plants, including those in Montana, 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 andlor fme particulates.
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In 2010, the EPA 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 achieve attainment by 2017. For areas that are in attainment or are unclassifiable, states are required to develop
maintenance plans by mid-2013 that demonstrate continued attainment. In June 2012, the EPA proposed a rule that
strengthens the particulate standards. The EPA expects that states would identify initial non-attainment areas by the end of
2014 and have until 2020 to achieve attainment status for those areas. States could request an extension to 2025 to comply
with the rule. Until the rule is fmalized, PPL, PPL Energy Supply, LKE, LG&E and KU cannot predict which of their
facilities may be located in a non-attaimnent area and what measures would be required to meet attainment status.

PPL, PPL Energy Supply, LKE, LG&E and KU anticipate that some of the measures required for compliance with the CAP.
or the CSAPR such as upgraded or new sulfur dioxide scrubbers at some of their plants or, in the case of LG&E and KU,
upgraded or new sulfur dioxide scrubbers at the Mill Creek plant and retirement of the Cane Run, Green River, and Tyrone
plants, will also be necessary to achieve compliance with the new one-hour sulfur dioxide standard. If additional reductions
were to be required, the economic impact could be significant.

Mercury and Other Hazardous Air Pollutants

In May 2011, the EPA published a proposed regulation providing for stringent reductions of mercury and other hazardous aft
pollutants. In February 2012, the EPA published the fmal rule, known as the Mercury and Air Toxics Standards (MATS),
with an effective date of April 16, 2012. The rule is being challenged by industry groups and states.

The rule provides for a three-year compliance deadline with the potential for a one-year extension as provided under the
statute. Based on their assessment of the need to install pollution control equipment to meet the provisions of the proposed
rule, LG&E and KU filed requests with the KPSC for environmental cost recovery to facilitate moving forward with plans to
install environmental controls including chemical additive and fabric-filter baghouses to remove certain hazardous air
pollutants. Recovery of the cost of certain controls was granted by the KPSC order issued in December 2011. See Note 6 for
information on LG&E’s and KU’s anticipated retirement of certain coal-fired electric generating units in response to this and
other environmental regulation. With the publication of the final MATS rule, LG&E and KU are currently assessing whether
changes in the fmal rule warrant revision of their approved compliance plans.

With respect to PPL Energy Supply’s Pennsylvania plants, PPL believes that these plants may require installation of chemical
additive systems, the cost of which is not expected to be significant. With respect to the PPL Montana plants, modifications
to the current air pollution controls installed on Colstrip may be required, the cost of which is not expected to be significant.
For the Corette plant, additional controls are being evaluated, the cost of which could be significant. PPL Energy Supply,
LG&E and KU are continuing to conduct in-depth reviews of the MATS.

Regional Haze and Visibility

In January 2012, the EPA proposed limited approval of the Pennsylvania regional haze state implementation plan (SIP). That
proposal would essentially approve PPL’s analysis that further particulate controls at PPL Energy Supply’s Pennsylvania
plants are not warranted. The limited approval does not address deficiencies of the state plan arising from the remand of the
CAIR rule. Previously, the EPA had determined that implementation of the CAP. requirements would meet regional haze
BART (Best Available Retrofit Technology) requirements for sulfur dioxide and nitrogen oxides. In 2012, the EPA fmalized
a rule providing that implementation of the CSAPR would also meet the BART. This rule also addresses the Pennsylvania
SIP deficiency arising from the CAIR remand; however the rule is expected to be challenged by environmental groups.

In Montana, the EPA Region 8 is developing the regional haze plan as the Montana Department of Environmental Quality
declined to develop a BART SW at this time. 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. PPL has also submitted data and a high-level analysis of various air emission
control options to reduce air emissions related to the non-BART-affected emission sources of Colstrip Units 3 and 4 under
the rules. The analysis shows that any incremental reductions would not be cost effective and that further analysis is not
warranted.

In March 2012, the EPA issued its draft Federal Implementation Plan (FW) of the regional haze rule for Montana. The draft
FIP identified no additional controls for Corette or Colstrip 3 and 4 but proposed a tighter particulate matter (PM) limit for
Corette. Under the draft FIP, Colstrip Units 1 and 2 would require additional controls to meet the proposed more stringent
nitrogen oxide and sulfur dioxide limits. PPL Energy Supply filed comments to the EPA’s proposed FIP in June 2012
opposing the nitrogen oxide and sulfur dioxide limits for Colstrip based upon the installation of an SNCR and spare scrubber
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vessel and the PM limit for Corefte. The fmal FIP is expected in 2012. The cost of these potential additional controls could
be significant depending on the fmal outcome of this rulemaking.

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 SIP to the EPA which requires the Mill Creek plant to reduce its sulfuric acid mist
emissions from Units 3 and 4. Afler approval of the Kentucky SIP by the 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 continued its NSR enforcement efforts targeting coal-fired generating plants. The EPA has asserted that
modification of these plants has increased their emissions and, consequently, that 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. lii May 2012, PPL Montana received an information
request regarding projects undertaken during the Spring 2012 maintenance outage at Colstrip Unit 1. PPL and PPL Energy
Supply cannot predict the outcome of these matters, and cannot estimate a range of reasonably possible losses, if any.

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, LIKE, LG&E and
KU cannot predict the outcome of these matters, and cannot estimate a range of reasonably possible losses, if any.

In March 2009, KU received a notice alleging that KU violated certain provisions of the Clean Air Act’s rules governing NSR
and prevention of significant deterioration by installing sulfur dioxide scrubbers and SCR controls at its Ghent plant 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 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 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 fmal settlement or the results of litigation, if any, resolution of this matter could involve
significant increased operating and capital expenditures. PPL, LKE and KU cannot predict the fmal outcome of this matter,
but currently do not expect such outcome to result in material losses above the respective amounts accrued by KU.

If PPL subsidiaries are found to have violated NSR regulations, PPL, PPL Energy Supply, LKE, LG&E and KU 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 generating plants, and PPL, PPL Energy Supply, LKE, LG&E and KU are unable to predict whether
such actions will be brought against any of their plants. See “Legal Matters” above for information on a notice of intent to
sue received in July 2012 by PPL Montana and the other owners of Colstrip.

TC2 Air Permit (PPL, LKE, LG&E and KU)

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 fmal 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, LKE. LG&E and KU cannot predict the outcome of this
matter or the potential impact on the capital costs of this project, if any.
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(PPL, PPL Energy Supply, LKE, LG&E and KU)

Greenhouse Gas Regulations and Tort Litigation

As a result of the April 2007 U.S. Supreme Court decision that the EPA has the authority under the Clean Air Act to regulate
GHG emissions from new motor vehicles, in April 2010, the EPA and the U.S. Department of Transportation issued light-
duty vehicle emissions standards that apply to 2012 model year vehicles. The EPA has also clarified that this standard,
beginning in 2011, also authorized regulation of GHG emissions from stationary sources under the NSR and Title V
operating permit provisions of the Clean Air Act. As a result, any new sources or major modifications to existing GHG
sources causing a net significant emissions increase requires the BACT permit limits for GHGs. These rules were
challenged, and in June 2012 the U.S. Court of Appeals for the D.C. Circuit upheld the EPA’s regulations.

In addition, in April 2012, the EPA proposed New Source Performance Standards for carbon dioxide emissions from new
coal-fired generating units, combined-cycle natural gas units, and integrated gasification combined-cycle units. The proposal
would require new coal plants to achieve the same stringent limitations on carbon-dioxide emissions as the best performing
new gas plants. There presently is no commercially available technology to allow new coal plants to achieve these
limitations and, as a result, the EPA’s proposal would effectively preclude construction of new coal-fired generation in the
future.

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 by 2019 in carbon dioxide emissions from
base levels.

Pennsylvania has not stated an intention to join the RGGI, but enacted the Pennsylvania Climate Change Act of 2008
(PCCA). The PCCA established a Climate Change Advisory Committee to advise the PADEP on the development of a
Climate Change Action Plan. In December 2009, the Advisory Committee fmalized 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 that would, if enacted, accelerate solar supply requirements and restrict eligible solar projects to those located in
Pennsylvania. PPL and PPL Energy Supply cannot predict at this time whether this legislation will be enacted.

Eleven western states and certain Canadian provinces established the Western Climate Initiative (WCI) in 2003. The WCI
established a goal of reducing carbon dioxide emissions 15% below 2005 levels by 2020 and developed GHG emission
allocations, offsets, and reporting recommendations. Montana was once a partner in the WCI, but by 2011 had withdrawn,
along with several other western states.

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. To date, the state has yet to
issue a fmal plan. The impact of any such plan is not now determinable, but the costs to comply with the plan could be
significant.

A number of lawsuits have been filed asserting common law claims including nuisance, trespass and negligence against
various companies with GHG emitting plants, 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. hi June 2011, the
U.S. Supreme Court overturned the lower court and held that such federal common law claims were displaced by the Clean
Air Act and regulatory actions of the EPA. In addition, in Corner v. Murphy Oil, the U.S. Court of Appeals for the Fifth
Circuit declined to overturn a district court ruling that plaintiffs did not have standing to pursue state common law claims
against companies that emit GHGs. The complaint in the Comer case named the previous indirect parent of LKE as a
defendant based upon emissions from the Kentucky plants. In January 2011, the Supreme Court denied a petition to reverse
the Court of Appeals’ ruling. In May 2011, the plaintiffs in the Corner case filed a substantially similar complaint in federal
district court in Mississippi against 87 companies, including KU and three other indirect subsidiaries of LKE, under a
Mississippi statute that allows the re-filing of an action in certain circumstances. In March 2012, the court granted
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defendants’ motions to dismiss the state common law claims because plaintiffs had previously raised the same claims,
plaintiffs lacked standing, plaintiffs claims were displaced by the Clean Aft Act, and other grounds. In April 2012, plaintiffs
filed a notice of appeal in the U.S. Court of Appeals for the Fifth Circuit. Additional litigation in federal and state courts over
these issues is continuing. PPL, LICE and KU cannot predict the outcome of this litigation or estimate a range of reasonably
possible losses, if any.

Renewable Energy Legislation (PPL, PPL Energy Supply, LKE, LG&E and KU)

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. Earlier in 2011, there were discussions regarding a Clean
Energy Standard (CES) that addressed not only renewables but also encouraged clean energy requirements (as yet to be
defmed). At this time, neither the renewable energy debate nor the CES discussion is expected to gain momentum at the
federal or state levels (beyond what is otherwise already required in Pennsylvania and Montana) in the near term.

PPL and PPL Energy Supply believe there are fmancial, 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 and PPL Energy Supply can be 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 PJM’s capacity market and the need for substantial changes to transmission and
distribution systems to accomztnodate renewable energy. These uncertainties are not directly addressed by proposed
legislation. PPL and PPL Energy Supply cannot predict at this time the effect on their future competitive position, results of
operation, cash flows and fmancial position of renewable energy mandates that may be adopted, although the costs to
implement and comply with any such requirements could be significant.

Water/Waste

Coal Combustion Residuals (CCRs) (PPL, PPL Energy Supply, LKE, LG&E and KU)

In June 2010, the EPA proposed two approaches to regulating the disposal and management of CCRs under the Resource
Conservation and Recovery Act (RCRA). CCRs include fly ash, bottom ash and sulfur dioxide scrubber wastes. The first
approach would regulate CCRs as a hazardous waste under Subtitle C of the RCRA. This approach would materially
increase costs and result in early retirements of many coal-fired plants as it would require plants to retrofit their operations to
comply with full hazardous waste requirements for the generation of CCRs and associated waste waters through generation,
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 SubtitleD of the 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 the 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.

The EPA is continuing to evaluate the unprecedented number of comments it received on its June 2010 proposed regulations.
In October 2011, the EPA issued a Notice of Data Availability (NODA) that requests comments on selected documents that
the EPA received during the comment period for the proposed regulations. In addition, the U.S. House of Representatives in
October 2011 approved a bill to modify Subtitle D of the RCRA to provide for the proper management and disposal of CCRs
and to preclude the EPA from regulating CCRs under Subtitle C of the RCRA. The bill has been introduced in the Senate,
and the prospect for passage of this legislation is uncertain.

In January 2012, a coalition of environmental groups filed a 60-day notice of intent to sue the EPA for failure to perform
nondiscretionaiy duties under RCRA, which could require a deadline for EPA to issue strict CCR regulations. In February
2012, a CCR recycling company also issued a 60-day notice of intent to sue the EPA over its timeliness in issuing CCR
regulations, but that company requested that the EPA take a Subtitle D approach that would allow for continued recycling of
CCRs. The coalition filed its lawsuit in April 2012. The EPA has indicated that it will issue another NODA later in 2012 to
request comments on the extensive data that the EPA collected from coal-fired power plant operators as part of the EPA’s
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Effluent Limitations Guideline rule modification process which the EPA wants to use in the CCR regulatory development
process.

PPL, PPL Energy Supply, LKE, LG&E and KU cannot predict at this time the fmal requirements of the EPA’s CCR
regulations or potential changes to the RCRA and what impact they would have on their facilities, but the economic impact
could be material, if regulated as a hazardous waste.

Martins Creek Fly Ash Release (PPL and PPL Energy Supply)

In 2005, approximately 100 million gallons of water containing fly ash was released 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, 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.

The PADEP filed a complaint in Pennsylvania Commonwealth Court against PPL Martins Creek and PPL Generation,
alleging violations of various state laws and regulations and seeking penalties and injtmctive relief. PPL and the PADEP
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.
Subsequently, in August 2011 the PADEP submitted its National Resource Damage Assessment report to the court and to the
interveners. In December 2011, the interveners commented on the PADEP report and in February 2012 the PADEP and PPL
filed separate responses with the court. In March 2012, the court dismissed the interveners’ case, but the interveners have
appealed the dismissal to the Pennsylvania Supreme Court. The settlement agreement for the Natural Resources Damage
Claim has not yet been submitted for public comments, which is the next phase in the process of fmalizing the claim.

Through June 30, 2012, PPL Energy Supply has spent $28 million for remediation and related costs and an insignificant
remediation liability remains on the balance sheet. 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 legal actions that may be initiated against PPL, PPL Energy Supply
or their subsidiaries as a result of the disposal basin release. However, PPL and PPL Energy Supply currently do not expect
such outcomes to result in significant losses above the amounts currently recorded.

Seepages and Groundwater Infiltration - Pennsylvania, Montana and Kentucky

(PPL, FPL Energy Supply, LKE, LG&E and KU)

Seepages or groundwater infiltration have been detected at active and retired wastewater basins and landfills at various PPL,
PPL Energy Supply, LKE, LG&E and KU plants. PPL, PPL Energy Supply, LKE, LG&E and KU have completed or are
completing assessments of seepages or groundwater infiltration at various facilities and have completed or are working with
agencies to implement abatement measures, where required. A range of reasonably possible losses cannot currently be
estimated.

(FPL and PPL Energy Supply)

In 2007, six plaintiffs filed a lawsuit in the Montana Sixteenth Judicial District Court against the Colstrip plant owners
asserting property damage due to seepage from plant wastewater ponds. A settlement agreement was reached in July 2010,
which would have resulted in a payment by PPL Montana, but certain of the plaintiffs later argued the settlement was not
final. The Colstrip plant owners filed a motion to enforce the settlement and in October 2011, the court granted the motion
and ordered the settlement to be completed in 60 days. The plaintiffs appealed the October 2011 order to the Montana
Supreme Court, and the court’s decision is expected in the second half of2Ol2. Therefore, the settlement ordered by the
district court is not fmal. PPL and PPL Energy Supply cannot predict the outcome of the appeal, although PPL Montana’s
share of any fmal settlement is not expected to be significant.
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Clean WaterAct3l6(b) (PPL, PPL Energy Supply, LKE, LG&E and KU)

• The EPA fmalized requirements in 2004 for new or modified cooling water intake structures. These requirements affect
where generating plants are built, establish intake design standards and could lead to requirements for cooling towers at new
and modified power plants. 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 aquatic organisms.
The EPA published the proposed rule in April 2011. The industry and PPL reviewed the proposed rule and submitted
comments. The EPA is evaluating comments and meeting with industry groups to discuss options. Two NODAs have been
issued on the rule that indicate the EPA may be willing to amend the rule based on certain industry group comments and the
EPA’s comment period on the NODAs has ended. The fmal rule is expected to be issued in 2013. 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. The second requirement is to determine and install
the best technology available to reduce mortality of aquatic organisms that are pulled through the plant’s cooling water
system. A form of cost-benefit analysis is allowed for this second requirement. This process involves a site-specific
evaluation based on nine factors, including impacts to energy delivery reliability and the remaining useful life of the plant.
PPL, PPL Energy Supply, LKE, LG&E and KU cannot reasonably estimate a range of reasonably possible costs, if any, until
a fmal rule is issued, the required studies have been completed, and each state in which they operate has decided how to
implement the rule.

Effluent Limitations Guidelines and Standards (PPL, PPL Energy Supply, LKE, LG&E and KU)

In October 2009, the EPA released its Final Detailed Study of the Steam Electric Power Generating effluent limitations
guidelines and standards. The EPA is expected to issue the fmal regulations in 2014. PPL, PPL Energy Supply, LKE, LG&E
and KU expect the revised guidelines and standards to be more stringent than the current standards especially for sulfur
dioxide scrubber wastewater and ash basin discharges, which could result in more stringent discharge permit limits. In the
interim, states may impose more stringent limits on a case-by-case basis under existing authority as permits are renewed.
PPL, PPL Energy Supply, LKE, LG&E and KU are unable to predict the outcome of this matter or estimate a range of
reasonably possible costs, but the costs could be significant.

Other Issues (PPL, PPL Energy Supply, PPL Electric, LICE, LG&E and KU)

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
could result in more stringent limits in NPDES permits for PPL’s 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.
PPL, PPL Energy Supply, LKE, LG&E and KU cannot predict the outcome of the draft risk assessment and what impact, if
any, it would have on their plants, but the costs could be significant.

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.
The EPA is planning to propose the revised regulations in late 2012 or 2013. PPL, PPL Energy Supply, PPL Electric, LKE,
LG&E and KU cannot predict at this time the outcome of these proposed EPA regulations and what impact, if any, they
would have on their facilities, but the costs could be significant.

A PPL Energy Supply subsidiary signed a Consent Order and Agreement (COA) with the PADEP in July 2008 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. A barrier has been
constructed to prevent debris from entering the river water intake area at a cost that was not significant.

PPL Energy Supply’s subsidiary has also investigated alternatives to exclude fish from the discharge channel and submitted
three alternatives to the PADEP. The subsidiary and the PADEP have now concluded that a barrier method to exclude fish is
not workable. In June 2012, a new COA (the Brwmer COA) was signed that allows the subsidiary to study a change in
cooling tower operational methods that may keep fish from entering the channel. Should this approach fail, the Bruimer
COA requires a retrofit of impingement control technology at the intakes to the cooling towers.
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lii March 2012, the subsidiary received a draft NPDES permit (renewed) for the Brunner Island plant from the PADEP. This
permit includes new water quality-based limits for the scrubber wastewater plant. Some of these limits may not be
achievable with the existing treatment system. Several agencies and environmental groups commented on the draft permit,
raising issues that must be resolved in order to obtain a fmal permit for the plant. PPL Energy Supply cannot predict the
outcome of the fmal resolution of the permit issues at this time or what impact, if any, they would have on this facility, but
the costs could be significant.

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 plant. In November 2010, the Cabinet issued a final order
upholding the permit. In December 2010, the environmental groups appealed the order to the Trimble Circuit Court, but the
case was subsequently transferred to the Franklin Circuit Court. PPL, LKE, LG&E, and KU are unable to predict the
outcome of this matter or estimate a range of reasonably possible losses, if any.

The EPA and the Army Corps of Engineers are working on a guidance document that will expand the federal government’s
interpretation of what constitutes “waters of the United States” subject to regulation under the Clean Water Act. This change
has the potential to affect generation and delivery operations, with the most significant effect being the potential elimination
of the existing regulatory exemption for plant waste water treatment systems. The costs that may be imposed on the
Registrants as a result of any eventual expansion of this interpretation cannot reliably be estimated at this time.

Superfund and Other Remediation (PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

PPL Electric is potentially responsible for costs 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 Electric. However, should the EPA
require different or additional measures in the future, or should PPL Electric’s share of costs at multi-party sites increase
substantially more than currently expected, the costs could be significant.

PPL Electric, LG&E and KU are remediating or have completed the remediation of several sites that were not addressed
under a regulatory program such as Superfiind, but for which PPL Electric, LG&E and KU may be liable for remediation.
These include a number of former coal gas manufacturing plants in Pennsylvania and Kentucky previously owned or
operated or currently owned by predecessors or affiliates of PPL Electric, LG&E and KU. There are additional sites,
formerly owned or operated by PPL Electric, LG&E and KU predecessors or affiliates, for which PPL Electric, LG&E and
KU lack information on current site conditions and are therefore unable to predict what, if any, potential liability they 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 Electric, LG&E and KU currently lack information, the costs of remediation and other liabilities could
be material. PPL, PPL Electric, LKE, LG&E and KU are unable to estimate a range of reasonably possible losses, if any,
related to these matters.

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 plants. PPL, PPL Electric, LKE, LG&E and KU cannot estimate a range of reasonably
possible losses, if any, related to these matters.

From time to time, PPL Energy Supply, PPL Electric, LG&E and KU undertake remedial action in response to spills or other
releases at various on-site and off-site locations, negotiate with the EPA and state and local agencies regarding actions
necessary for compliance with applicable requirements, negotiate with property owners and other third parties alleging
impacts from PPL’s operations, and undertake similar actions necessary to resolve environmental matters which arise in the
course of normal operations. Based on analyses to date, resolution of these environmental matters is not expected to have a
significant impact on their operations.

Future cleanup or remediation work at sites currently under review, or at sites not currently identified, may result in
significant additional costs for the Registrants.

71



Environmental Mafters - 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.

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 Susquehmma could be assessed retroactive premiums in
the event of the insurers’ adverse loss experience. At June 30, 2012, this maximum assessment was $48 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.

Employee Relations (PPL, LKE and KU)

In July 2012, KU and the IBEW Local 2100 ratified a three-year labor agreement containing a 2.5% wage increase through
July 2013, a subsequent 2.5% wage increase for July 2013 through July 2014 and a wage reopener for July 2014. The
agreement covers approximately 70 employees.

Guarantees and Other Assurances

(PPL, PPL Energy Supply PPL Electric, LKE, LG&E and KU)

In the normal course of business, the Registrants enter into agreements that provide financial performance assurance to third
parties on behalf of certain subsidiaries. Such agreements include, for example, guarantees, stand-by letters of credit issued
by fmancial 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, PPL Electric, LKE, LG&E and KU)

The table below details guarantees provided at June 30, 2012. The total recorded liability at June 30, 2012 and December 31,
2011, was $24 million and $14 million for PPL and $20 million and $11 million for LKE. The probability of expected
payment/performance under each of these guarantees is remote except for “WPD guarantee of pension and other obligations
of unconsolidated entities” and “Indemnification of lease termination and other divestimres.”

72



Exposure at Expiration
June 30, 2012 (a) Date

PPL

Indemnifications related to the WPD Midlands acquisition (b)
WPD indemnifications for entities in liquidation and sales of assets S 290 (c) 2014 - 2018
WPD guarantee of pension and other obligations of unconsolidated esstities 89 (d) 2015
Tax indemnification related to unconsolidated WPD affiliates (e)

PPL Eneray Supply (F)
Letters of credit issued on behalf of affiliates 21(g) 2012 -2014
Retrospective premiums under nuclesr insurance programs 48 (h)
Nuclear claims assessment under The Price-Anderson Act Amendments under The Energy Policy Act of 2005 235 (i)
Indemnifications for sales of assets 262 G) 2012 -2025
Indemnification to operators ofjointly owned facilities 6 (k)
Guarantee of a portion of a divested unconsolidated entity’s debt 22 (1) 2018

PPL Electric (ml
Guarantee of inventory value 19 (n) 2016

LKE (ml
Indemnification of lease termination and other divestitures 301 (o) 2021 -2023

LG&E and KU (ul
LG&E and KU guarantee of shortfall relssed to OVEC (ci)

(a) Represents the estimated maximum potential amount of future payments that could be required to be made under the guarantee.
(b) Prior to PPL’s acquisition, WPD Midlands Holdings Limited had agreed to indemnify certain former directors of a Turkish entity, in which WPD

Midlands Holdings Limited previously owned an interest, for any liabilities that may arise ss a result of an investigation by Turkish tax authorities,
and PPL WEM has received a cross-indemnity from EON AG with respect to these indemnification obligations. Additionally, PPL subsidiaries
agreed to provide indemnifications to subsidiaries of EON AG for certain liabilities relating to properties and assets owned by affiliates of EON
AG that were transferred to WPD Midlands in connection with the acquisition. The maximum exposure and expiration of these indemnifications
cannot be estimated because the maximum potential liability is not capped and the expiration date is not specified in the transaction documents.

(c) In connection with the liqsudation of wholly owned subsidiaries that have been deconsolidated upon turning 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 indensnificstion, and the expiration date was based on an estimate of the dissolution
date of the entities.

In connection with their sales of various businesses, V/PD and its affiliates have provided the purchasers with indemnifications that are standard for
such transactions, including indemnifiestions for certain pre-existing liabilities snd environmental and tax matters. In addition, in connection with
certain of these sales, WPD and its affilistes have agreed so 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, V/PD and its
affiliates remain secondarily responsible for lease payments under certain leases that they have assigned to third parties.

(d) As a result of the privatization of the utility industry in the U.K., certain electric associations’ roles and responsibilities were disrnntinued or
modified. As a result, certain obligations, primarily pension-related, associated with these orgsnizations have been guaranteed by the participating
members. Costs are allocated to the members based on predetermined percentages as outlined in specific agreements. However, ifs member
becomes insolvent, costs can be reallocated to and are guaranteed by the remaining members. At June 30, 2012, V/PD 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 hsve been estimated based on the types of obligations.

(e) Two V/PD unconsolidated affiliates were refmanced during 2005. Under the terms of the refinancing, \PD indemnified the lender against certain
tax and other liabilities. These indemniflcstions expired in the second quarter of 2012.

(t) Other than the letters of credit, all guarantees of PPL Energy Supply, on a consolidated basis, also apply to PPL on a consolidated basis for financial
reporting purposes.

(g) 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.

(b) 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.

(i) 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.

U) PPL Energy Supply’s maximum exposure with respect to certain indemnificstions and the expiration of the indemnificstions csunot be estimated
because, in the case of certain indemnification provisions, the maximum pntential liability is not capped by the transaction documents and the
expiration date is based on the applicable statute of Iimitatinns. The exposure and expiration dates noted are only for those cases in which the
agreements provide for specific limits. The indemnification provisions described below ace in each case 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.
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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 for most representations
and warranties expired in the third quarter of 2011.

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 srising out of certain
other matters, including liabilities of the PPL Energy Supply subsidiary relating to the pre-closing ownership or operation of those hydroelectric
facilities. The indenuilfication provisions for certain representations and warranties expired in the second quarter of 2011.

Subsidiaries of PPL Energy Supply have agreed to provide indemnification to the purchasers of certain non-core generation facilities sold in March
2011 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 PINt rule changes are proposed and become effective. The indemnification provisions
for most representations and warranties expired in the first quarter of 2012.

(k) In December 2007, a subsidiary of PPL Energy Supply executed revised owners agreements for two jointly owned facilities, the Keystone and
Conemaugh generating plants. The agreements require that in the event of any default by an owner, the other owners fund contributions for the
operation of the generating plants, based upon their ownership percentages. 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 exposure shown reflects
the PPL Energy Supply subsidiary’s share of the maximum obligation. The agreements do not have an expiration date.

(1) A PPL Energy Supply subsidiary owned s one-third equity interest in Safe Harbor Water Power Corporation (Safe Harbor) that was sold in March
2011. Begilming in 2008, PPL Energy Supply guaranteed one-third of any amounts payable with respect to certain senior notes issued by Safe
Harbor. Under 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, secured by a lien on the purchaser’s stock of Safe Harbor, in the event PPL Energy Supply is required to make a
payment under the guarantee. The exposure noted reflects principal ouly.

(m) All guarantees of PPL Electric and LKE, on a consolidated basis, also apply to PPL on s consolidated basis for financial reporting purposes.
(n) PPL Electric entered into a contract with a third party logistics firm that provides inventory procurement and fulfillment services. Under the

contract, the logistics firm has title to the inventory purchased for PPL Electric’s use. Upon termination of the contract, PPL Electric has guaranteed
to purchase any remaining inventory that has not been used or sold by the logistics firm at the weighted-average cost at which the logistics firm
purcbssed the inventory, thus protecting the logistics fum from reductions in the fair value of the inventory.

(o) LICE provides certain indemnifications, the most significant of which relate to the termination of the M/KE 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 LICE guarantee covering operational, regulatory and enviromnental comsnitments 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 govenunent fmes and penalties fall outside the cumulative cap. LICE has
contested the applicability of the indemnification requirement relating to one matter presented by a counterparty under this guarantee. Another
guarantee with a maximum exposure of $100 million covering other indemnifications expires in 2023. In May 2012, LICE received an arbitration
panel’s decision affecting this matter, which granted LKE’s indemnitee certain rights of first refusal to purchase excess power at a market-based
price rather than at an absolute fixed price. In July 2012, LICE’s indemnitee filed a judicial action in the Henderson Circult Court, seeking to vacate
the arbitration decision. LICE believes its indemnification obligations in this matter remain subject to various uncertainties, including the legal status
of the court’s review of the arbitration decision as well as future prices, availability and demand for the subject excess power. LICE continues to
evaluate various legal and commercial options with respect to this indemnification matter. The ultimate outcomes of the XVKE tersnination-relsted
indemnifications easmot be predicted at this time. Additionally, LICE has indemnified various third parties related to historical obligations for other
divested subsidiaries and affiliates. The indemnificstions vary by entity and the maximum exposures range from being capped at the sale price to no
specified maximum; however, LICE is not aware of formal claims under such indemnities made by any party at this time. LICE could be required to
perform on these indemnifications in the event of covered losses or liabilities being claimed by an indemnified party. For the three and six months
ended June 30, 2012, LICE has adjusted its estimated liability for certain of these indenmifications by $9 million ($5 million after-tax or $0.01 per
share, basic and diluted, for PPL), which is reflected m”Income (Loss) from Discontinued Operations (net of income taxes)” on the Statement of
Income. The adjustment was recorded in the Kentucky Regulated segment for PPL. No additional material loss is anticipated by reason of such
indemnifications.

(p) All guarantees of LG&E and KU also apply to PPL and LICE on a consolidated basis for financial reporting purposes.
(q) Pursuant to a power purchase agreement with OVEC, LG&E and KU are obligated to pay a demand charge which includes, among other charges,

decommissioning costs, postretirement and post employment benefits. The demand charge is expected to cover LG&E’s and KU’s shares of the cost
of these items over the term of the contract. However, in the event there is a shortfall in covering these costs, LG&E and ICU are obligated to pay
their share of the excess. The maximum exposure and the expiration date of these potential obligations are not presently determinable.

The Registrants provide other miscellaneous guarantees through contracts entered into in the nonnal 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 ofien are not explicitly stated, and the overall maximum amount of the obligation
under sttch guarantees cannot be reasonably estimated. Historically, no significant payments have been made with respect to
these types of guarantees 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.
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11. Related Party Transactions

PLR ContractslPurchase of Accounts Receivable (PPL Energy Supply and PPL Electric)

PPL Electric holds competitive solicitations for PLR generation supply. PPL EnergyPlus has been awarded a portion of the
PLR generation supply through these competitive solicitations. See Note 10 for additional information on the solicitations.
PPL Electric’s purchases from PPL EnergyPlus totaled $16 million and $38 million for the three and six months ended
June 30, 2012 and $4 million and $10 million during the same periods in 2011. The sales and purchases 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.

Under the standard Supply Master Agreement for the solicitation process, PPL Electric requires all suppliers to post collateral
once credit exposures exceed defmed credit limits. PPL EnergyPlus is required to post collateral with PPL Electric when the
aggregate credit exposure with respect to electricity, capacity and other related products to be delivered by PPL EnergyPlus
exceeds a contractual credit limit. Based on the current credit rating and tangible net worth of PPL Energy Supply, as
guarantor, PPL EnergyPlus’ credit limit was $35 million at June 30, 2012. In no instance is PPL Electric required to post
collateral to suppliers under these supply contracts.

PPL Electric’s customers may choose an alternative supplier for their generation supply. See Note 2 for additional
information regarding PPL Electric’s purchases of accounts receivable from alternative suppliers, including PPL EnergyPlus.

At June 30, 2012, PPL Energy Supply had a net credit exposure of $38 million from PPL Electric from its commitment as a
PLR supplier and from the sale of its accounts receivable to PPL Electric.

Wholesale Sales and Purchases (LG&E and KU)

LG&E and KU jointly dispatch their generation units with the lowest cost generation used to serve their retail native load.
When LG&E has excess generation capacity after serving its own retail native load and its generation cost is lower than that
of KU, KU purchases electricity from LG&E. When KU has excess generation capacity after serving its own retail native. load and its generation cost is lower than that of LG&E, LG&E purchases electricity from KU. These transactions are
reflected in the Statements of Income as “Electric revenue from affiliate” and “Energy purchases from affiliate” and are
recorded at a price equal to the seller’s fuel cost. Savings realized from such intercompany transactions are shared equally
between the two companies. The volume of energy each company has to sell to the other is dependent on its native load
needs and its available generation.

Allocations of Corporate Service Costs (PPL Energy Supply, PFL Electric and LKE,)

PPL Services provides corporate functions such as fmancial, 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 the services that is not directly charged to PPL subsidiaries is allocated to applicable subsidiaries based on an
average of the subsidiaries’ relative invested capital, operation and maintenance expenses and number of employees. PPL
Services charged the following amounts for the periods ended June 30, which PPL management believes are reasonable,
including amounts applied to accounts that are further distributed between capital and expense:

Three Months Six Months
2012 2011 2012 2011

PPL Energy Supply $ 53 $ 44 $ 130 S 94
PPLElecthc 39 35 $1 74

EKE 3 4 8 9

Intercompany Billings by LKS (LG&E and KU)

LKS provides LG&E and KU with a variety of centralized administrative, management and support services. The cost of
these services is directly charged to the company or, for general costs that cannot be directly attributed, charged based on
predetermined allocation factors, including the following measures: number of customers, total assets, revenues, number of
employees andlor other statistical information. LKS charged the amounts in the table below for the periods ended June 30,
which IKE management believes are reasonable, including amounts that are further distributed between capital and expense:
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Three Months Six Months
2012 2011 2012 2011

LG&E $ 40 $ 50 $ 81 $ 83
KU 35 55 $1 104

Intercompany Borrowings

(PPL Energy Sztpply)

A PPL Energy Supply subsidiary periodically holds revolving demand notes from certain affiliates. At June 30, 2012, there
were no balances outstanding. At December 31, 2011, a note with PPL Energy funding had an outstanding balance of $198
million with an interest rate of 3.77% that was reflected in ‘Note receivable from affiliate” on the Balance Sheet. Interest
earned on these revolving facilities is included in “Interest Income from Affiliates” on the Statements of Income. The interest
rates on borrowings are equal to one-month LIBOR plus a spread. Interest earned on borrowings was insignificant for the
three and six months ended June 30, 2012 and 2011.

(LKE)

LKE maintains a $300 million revolving demand note with a PPL Energy Supply subsidiary whereby LIKE can borrow funds
on a short-term basis at market-based rates. The interest rates on borrowings are equal to one-month LIBOR plus a spread.
At June 30, 2012 and December 31, 2011, there were no balances outstanding. Interest expense incurred on the revolving
demand note with the PPL Energy Supply subsidiary was not significant for the three and six months ended June 30, 2012
and 2011.

After PPL’s acquisition of LKE in November 2010, LIKE held a note receivable from a PPL affiliate that has a $300 million
borrowing limit whereby LKE can loan funds on a short-term basis at market-based rates. At June 30, 2012 and
December 31, 2011, $12 million and $15 million were outstanding and were reflected in “Notes receivable from affiliates” on
the Balance Sheets. The interest rates on loans are based on the PPL affiliate’s credit rating and are currently equal to one-
month LIBOR plus a spread. The interest rates on the outstanding borrowings at June 30, 2012 and December 31, 2011 were
2.24% and 2.27%. Interest income on the note receivable was not significant for the three and six months ended June 30,
2012 and 2011.

(LG&E)

LG&E participates in an intercompany money pool agreement whereby LKE andlor KU make available to LG&E funds up to
$500 million at an interest rate based on a market index of commercial paper issues. At June 30, 2012 and December 31,
2011, LG&E had no payable balance outstanding, but at June 30, 2012, LG&E had a $6 million receivable balance
outstanding, which was reflected in “Notes receivable from affiliates” on the Balance Sheet. The interest rate on the
outstanding receivable at June 30, 2012 was 0.48%. Interest expense incurred on the money pool agreement with LKE
and/or KU was not significant for the three and six months ended June 30, 2012 and 2011. Interest income on the money
pool agreement with LIKE and/or KU was not significant for the three and six months ended June 30, 2012. There was no
interest income on the money pool agreement with LIKE and/or KU for the three and six months ended June 30, 2011.

(KU)

KU participates in an intercompany money pool agreement whereby LKE and/or LG&E make available to KU funds up to
$500 million at an interest rate based on a market index of commercial paper issues. At June 30, 2012, $6 million was
outstanding and was reflected in “Notes payable with affiliates” on the Balance Sheet. At December 31, 2011, there was no
balance outstanding. The interest rate on the outstanding borrowings at June 30, 2012 was 0.48%. Interest expense incurred
on the money pool agreement with LIKE and/or LG&E was not significant for the three and six months ended June 30, 2012
and 2011.

Trademark Royalties (PPL Energy Siipp/y,

A PPL subsidiary owns PPL trademarks and billed certain affiliates for their use under a licensing agreement. This
agreement was terminated in December 2011. PPL Energy Supply was charged $10 million and $20 million of license fees
for the three and six months ended June 30, 2011. These charges are primarily included in “Other operation and
maintenance” on the Statement of Income.
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Intercompany Insurance (PPL Electric)

PPL Power Insurance Ltd. (PPL Power Insurance) is a subsidiary of PPL that provides insurance coverage to PPL and its
subsidiaries for property damage, generallpublic liability and workers’ compensation.

Due to damages resulting from several PUC-reportable storms that occurred in May 2011, PPL Electric exceeded its
deductible for the 2011 policy year. Probable recoveries on insurance claims with PPL Power Insurance of $15 million were
recorded during the three and six months ended June 30, 2011, of which $9 million was included in “Other operation and
maintenance” on the Statement of Income, and the remainder was recorded in PP&E on the Balance Sheet.

Other (PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

See Note 7 for a discussion regarding capital transactions by PPL Energy Supply, PPL Electric, LKE, LG&E and KU. For
PPL Energy Supply, PPL Electric, LG&E and KU, refer to Note 9 for discussions regarding intercompany allocations
associated with defmed benefits.

12. Other Income (Expense) - net

(PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

The breakdown of “Other Income (Expense) - net” for the periods ended June 30 was:

Three Months Six Months
2012 2011 2012 2011

PPL
Other Income

Earnings on securities in NOT funds $ 4 $ 3 $ 12 S 18
Interest income 2 2 3 4
AFUOC 3 2 5 3
Net hedge gains associated with the 2011 Bridge facility (a) 62 55
Equity earnings (losses) from unconsolidated affiliates (4) (6)
Miscellaneous - Domestic 3 4 5 7
Miscellaneous - UK. 2 1 2

______________

Total Other Income 10 74 21 88
Other Expense

Economic foreign currency exchange contracts (Note 14) (25) (2) (7)
Charitable contributions 2 2 6 5
WPD Midlands acquisition-related costs (Note 8) 26 36
Foreign currency loss on 2011 Bridge Facility (b) 58 58
U.Kstampdutytax 21 21
Miscellaneous - Domestic 4 1 $ 4
Miscellaneous - U.K. (1) 2 1 3
Total Other Expense (20) 108 $ 127

Other Income (Expense) - net S 30 $ (34) $ 13 $ (39)

PPL Enerey Supply
Other Income

Earnings on securities in NOT funds $ 4 $ 3 $ 12 $ 18
Interest income 1 2 1 2
Miscellaneous 1 1 2 3
Total Other Income 6 6 15 23

Other Expense
Charitable contributions
Miscellaneous 1 2 4 5
Total Other Expense 1 2 5 5

Other Income (Expense) - net $ 5 $ 4 $ 10 $ 18

(a) Represents a gain on foreign currency contracts that hedged the repayment of the 2011 Bridge facility borrowing.
(b) Represents a foreign currency loss related to the repayment of the 2011 Bridge facility borrowing.

“Other Income (Expense) - net” for the three and six months ended June 30, 2012 and 2011 for PPL Electric is primarily
AFUDC. “Other Income (Expense) - net” for the three and six months ended June 30, 2012 for LKE and KU is primarily
equity losses from an unconsolidated affiliate. The components of “Other Income (Expense) - net” for the three and six
months ended June 30, 2012 and 2011 for LG&E are not significant.
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13. Fair Value Measurements and Credit Concentration

(PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

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). 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) are used to measure the fair value of an asset or liability, as appropriate. 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. The fair value of a group of fmancial assets
and liabilities is measured on a net basis. Transfers between levels are recognized at end-of-reporting-period values. During
the three and six months ended June 30, 2012, there were no transfers between Level 1 and Level 2.

Recurring Fair Value Measurements

The assets and liabilities measured at fair value were:

June 30, 2012 December 31, 2011
Total Level I Level 2 Level 3 Total Level 1 Level 2 Level 3

PPL
Assets

Cash and cash equivalents $ 981 $ 981

__________ __________

$ 1,202 $ 1,202

__________ __________

Restricted cash and cash equivalents (a) 176 176

__________

209 209

__________ __________

Price risk management assets:
Energy commodities 3,506 3 $ 3,459 $ 44 3,423 3 $ 3,390 $ 30
Interest rate swaps 3 3
Foreign currency contracts 19 19 1$ 18
Cross-currency swaps 70

__________

60 10 24

__________

20 4
Total price risk management assets 3,595 3 3,538 54 3,468 3 3,431 34
NDT fimds:

Cash and cash equivalents 14 14 12 12
Equity securities V

U.S. large-cap 317 219 98 292 202 90
U.S. midJsmall-cap 127 94 33 117 87 30

Debt securities
U.S. Treasmy 96 96 86 86
U.S. govemment sponsored agency 10 10 10 10
Municipality $1 81 83 83
Investment-grade corporate 35 35 38 38
Other 2 2 2 2

Receivables (payables), net (1) (4) 3

___________

(3) 3

___________

TotalNDTfimds 681 419 262 640 384 256

_________

Auction rate securities (b) 18 3 15 24

___________ ___________

24
Total assets $ 5,451 S 1,579 $ 3,803 S 69 S 5,543 $ 1,798 $ 3,687 5 58

Liabilities
Price risk management liabilities:

Energy commodities $ 2,528 $ 3 $ 2,515 $ 10 $ 2,345 $ 1 $ 2,327 $ 17
Interest rate swaps 77 77 63 63
foreign currency contracts 4 4
Cross-currency swaps 2 2 2 2

Total price risk management liabilities $ 2,611 5 3 $ 2,598 $ 10 S 2,410 $ 1 S 2,392 5 17
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June 30, 2012 December 31, 2011
Total Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3

PPL Energy Supply
Assets

Cash and cash equivalents $ 446 $ 446

__________ __________

$ 379 $ 379

__________ __________

Restricted cash and cash equivalents (a) 110 110

__________ __________

145 145

__________ __________

Price risk management assets:
Energy commodities 3,506 3 $ 3,459 $ 44 3,423 3 $ 3,390 $ 30

Total price risk management assets 3,506 3 3,459 44 3,423 3 3,390 30
NOT funds:

Cashandcashequivalents 14 14 12 12
Equity securities

U.S. large-cap 317 219 98 292 202 90
U.S. mid/small-cap 127 94 33 117 $7 30

Debt securities
U.S. Treasury 96 96 86 $6
U.S. government sponsored agency 10 10 10 10
Municipality $1 81 $3 83
Investment-grade corporate 35 35 38 3$
Other 2 2 2 2

Receivables (,payables), net (1) (4) 3

___________

(3) 3

___________

TotalNOT funds 681 419 262 640 384 256

_________

Auction rate securities (b) 15 3 12 19

___________

19
Total assets $ 4,758 $ 978 $ 3,724 $ 56 $ 4,606 $ 911 $ 3,646 $ 49

Liabilities
Price risk management liabilities:

Energy commodities $ 2,528 $ 3 $ 2,515 $ 10 $ 2,345 $ 1 $ 2,327 $ 17
Total price risk management liabilities $ 2,528 S 3 $ 2,515 $ 10 S 2,345 $ I $ 2,327 5 17

PPL Electric
Assets

Cash and cash equivalents $ 45 $ 45 $ 320 $ 320
Restricted cash and cash equivalents (c)

13 13

___________ ___________

13 13

___________ ___________

Total assets $ 5$ $ 58 $ 333 $ 333

LKE
Assets

Cash and cash equivalents $ 29 $ 29 $ 59 $ 59
Restricted cash and cash equivalents (c) 31 31

__________ __________

29 29

__________ ___________

Total assets $ 60 $ 60 $ 88 $ 8$

Liabilities
Price risk management liabilities:

Interest rate swaps (U)
$ 62

__________

S 62

__________

5 60

__________

$ 60

__________

Total liabilities $ 62 $ 62 $ 60 $ 60

LG&E
Assets

Cash and cash equivalents $ 25 $ 25 $ 25 $ 25
Restricted cash and cash equivalents (c) 31

31

___________

29 29

___________ ___________

Total assets 5 56 S 56 $ 54 5 54

__________ __________

Liabilities
Price risk management liabilities:

Interest rate swaps (d)
$ 62

__________

$ 62

__________

$ 60

__________

$ 60

__________

Total liabilities $ 62 $ 62 $ 60 S 60

KU
Assets

Cash and cash equivalents
$ 3

$ 3

__________ __________

$ 31 $ 31

__________ __________

Total assets $ 3 $ 3 $ 31 $ 31

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

(b) Included is” Other Investments” on the Balance Sheets.
(c) Current portion is included is” Other current assets” and the long-term portion is included is” Other noncurrent assets” on the Balance Sheets.
(d) Current portion is included in” Other current liabilities” and the long-term portion is included w”Price risk management liabilities” on the Balance

Sheets.

79



A reconciliation of net assets and liabilities classified as Level 3 for the periods ended June 30, 2012 is as follows:

PPL
Balance at beginning of
period
Total realized/unrealized

gains (losses)
Included in earnings
Included in OCI (a)

Sales
Settlements
Transfers into Level 3
Transfers out of Level 3

Balance at end of period

PPL Enerey Supply
Balance at beginning of
period

Total realized/unrealized
gains (losses)
Included in earnings
Included in OCI (a)

Sales
Settlements
Transfers into Level 3
Transfers out of Level 3

Balance at end of period

(2)
(2)
(3)
(5)
14

4 $ 41

(1) 15
10 10

(5)
(11)

(a) ‘Energy Commodities, net and “Cross-Currency Swaps’ are included in” Qualifying derivatives” and “Auction Rate Securities” are included in
“Available-for-sale securities” on the Statements of Comprehensive Income.

A reconciliation of net assets and liabilities classified as Level 3 for the periods ended June 30, 2011 is as follows:

fair Value Measurements Using Significant Unobservable Inputs (Level 3)
Three Months Six Months

Energy Auction Energy Auction
Commodities, Rate Commodities, Rate

net Securities Total net Securities Total

$ 32 $ 25 5 57 $ (3) $ 25 S

(5) (5) (4) (4)
3 3 4 4

2
(1) (1) (4) (4)

3 3 25 25
(6)

_____________

(6) 6

_____________

6

$ 26 $ 25 $ 51 $ 26 $ 25 $ 51

$ 32 $ 20 $ 52 $ (3) $ 20 $ 17

(4)
4 4

(5) (5)
3 3

(1) (1) (4)
3 3 25

(4)

2 2
(4)
25

(6)

____________

(6) 6

_____________

6

$ 26 $ 20 $ 46 $ 26 5 20 5 46

(a) “Energy Commodities, net” are included in “Qualifying derivatives” and “Auction Rate Securities” are included in “Available-for-sale securities” on
the Statements of Comprehensive Income.

Fair Value Measurements Using Significant Unobservable Inputs (Level 3)
Three Months Six Months

Cross-
Currency

Swans

S 19 $ 24 $

Energy Auction Cross-
Commodities, Rate Currency

net Securities Swaps Total

3 $ 46 S

(1) (3)
(1) 8 6
(5) (5)

(5)
14

Energy Auction
Commodities, Rate

net Securities Total

(2)
(1)

(5)
14

13 $ 24 $

16
1 (1)

(5)
(11)

14 14
9 (3)

___________

6 1 (3) (3) (5)

5 34 $ 15 $ 10 $ 59 $ 34 $ 15 $ 10 $ 59

5 19 S 19 $ 38 5 13 $ 19 $ 32

(2) 16 16
(1) (1) 1 (1)

(3) (3) (3)
(5) (11) (11)
14 14 14
9 (3)

____________

6 1 (3)

_____________

(2)

$ 34 S 12 $ 46 $ 34 $ 12 $ 46

PPL
Balance at beginning of period

Total realized/unrealized gains (losses)
Included in earnings
Included in OCT (a)

Purchases 2
Sales
Settlements
Transfers out of Level 3

Balance at end of period

PPL Ener2V Supply
Balance at beginning of period

Total realized/unrealized gains (losses)
Included in earnings
Included in OCT (a)

Purchases
Sales
Settlements
Transfers out of Level 3

Balance at end of period

$0



The significant unobservable inputs used in the fair value measurement of assets and liabilities classified as Level 3 at
June 30, 2012 are as follows:

Quantitative Information about Level 3 Fair Value Measurements
Fair Value, net Range

Asset Valuation Unobservable (‘bveighted
(Liability) Technique Input(s) Average) (a)

PPL
Energy commodities

Observable wholesale prices used
Retail natural gas sales contracts (b) 30 Discounted cash flow as proxy for retail deliveiy points 20% - 100% (69%)

Basis price between delivery
Power sales contracts (c) (7) Discounted cash flow points 24% - 61% (25%)

full-requirement sales contracts (U) 11 Discounted cash flow Customer migration 13% - 80% (34%)

Auction rate securities (e) 15 Discounted cash flow Modeled from SIFMA Index 54% - 80% (65%)

Cross-currency swaps (f) 10 Discounted cash flow Credit valuation adjustment 25% - 37% (32%)

PPL mcmv Supply
Energy commodities

Observable wholesale prices used
Retail natural gas sales contracts (b) 30 Discounted cash flow as proxy for retail delivery points 20% - 100% (69%)

Basis price between delivery
Power sales contracts (c) (7) Discounted cash flow points 24% - 61% (25%)

Full-requirement sales contracts (d) II Discounted cash flow Customer migration 13% - 80% (34%)

Auction rate securities fe) 12 Discounted cash flow Modeled from SWvIA Index 61% - 80% (66%)

(a) For energy commodities and auction rate securities, the range and weighted average represent the percentage of fair value derived from the
unobservable inputs. For cross-currency swaps, the range and weighted average represent the percentage decrease in fair value due to the unobservable
inputs used in the model to calculate the credit valuation adjustment.

(b) Retail natural gas sales contracts extend through 2017. $14 million of the fair value is scheduled to deliver within the next 12 months. As the forward
price of natural gas increases/(decreases), the fair value of the contracts (decreases)/increases.

(c) Power sales contracts extend through 2017. $(4) million of the fair value is scheduled to deliver within the next 12 months. As the forward price of
basis increases/(decreases), the fair value of the contracts (decreases)/increases.

(d) full-requirement sales contracts extend through 2013. $11 million of the fair value is scheduled to deliver within the next 12 months. As customer
migration increases/(decreases), the fair value of the contracts decreases/(increases).

(e) Auction rate securities have a weighted average contractual maturity of 26 years. The model used to calculate fair value incorporates an assumption
that the auctions will continue to fail. As the modeled forward rates of the SWMA index increase/(decrease), the fair value of the securities
increases/(decreases).

(f) Cross-currency swaps extend through 2021. The credit valuation adjustment incorporates projected probabilities of default and estimated recovery
rates. As the credit valuation adjustment increases/(decreases), the fair value of the swaps (decreases)/increases.

Net gains and losses on assets and liabilities classified as Level 3 and included in earnings for the periods ended June 30 are
reported in the Statements of Income as follows:

Three Months
Cross-Currency

Energy Commodities, net Swaps

Unregulated Retail Wholesale Energy Net Energy Energy
Electric and Gas Marketing Trading Margins Purchases Interest Expense
2012 2011 2012 2011 2012 2011 2012 2011 2012 2011

PPL
Total gains (losses) included in eamings $ 2 $ 4 $ (6) $ (5) $ 1 $ 2 $ I $ (6) $ (1)
Change in unrealized gains (losses) relating
to positions still held at the reporting date 49 4 (12) (7) 1 1 (2)

PPL Energy Supply
Total gains (losses) included in eamings $ 2 $ 4 $ (6) $ (5) $ 1 $ 2 $ 1 $ (6)
Change in unrealized gains (losses) relating

to positions stilt held at the reporting date 49 4 (12) (7) 1 1 (2)
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Six Months
Cross-Currency

Energy Commodities, net Swaps

Unregulated Retail Wholesale Energy Net Energy Energy
Electric and Gas Marketing Trading Margins Purchases Interest Expense
2012 2011 2012 2011 2012 2011 2012 2011 2012 2011

PPL
Total gains (losses) included in earnings $ 18 S 5 5 (2) $ (4) S (3) $ (2) $ (1)
Change in unrealized gains (losses) relating
to positions still held at the reporting date 39 5 (13) (6) $ 1 $ 1 17

PPL Energy Supply
Total gains (losses) included in earnings $ 18 $ 5 $ (2) $ (4) $ (3) $ (2)
Change in unrealized gains (losses) relating
to positions still held at the reporting date 39 5 (13) (6) $ 1 $ 1 17

Price Risk Management Assets/Liabilities - Energy Commodities (PPL and PPL Energy Supply)

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. Level 2 contracts are valued using quotes
obtained from an exchange (where there is insufficient market liquidity to warrant inclusion in Level 1), binding and non
binding broker quotes, prices posted by ISOs or published tariff rates. Furthermore, independent quotes are obtained from
the market to validate the forward price curves. These contracts include forwards, swaps, options and structured deals for
electricity, gas, oil, andlor 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. th certain instances, these contracts may be valued using models, including standard option valuation
models and standard industry models. For example, the fair value of a full-requirement sales contract that delivers power to
an illiquid delivery point may be measured by valuing the nearest liquid trading point plus the value of the basis between the
two points. The basis input may be from market quotes, FIR prices, or historical prices.

When unobservable inputs are significant to the fair value measurement, a contract is classified as Level 3. The fair value of
contracts classified as Level 3 has been calculated using PPL proprietary models which include significant unobservable
inputs such as delivery at a location where pricing is unobservable, assumptions for customer migration or delivery dates that
are beyond the dates for which independent quotes are available. Forward transactions, including forward transactions
classified as Level 3, are analyzed by PPL’s Risk Management department, which reports to the Chief Financial Officer
(CFO). Accounting personnel, who also report to the CFO, interpret the analysis quarterly to appropriately classify the
forward transactions in the fair value hierarchy. Valuation techniques are evaluated periodically. Additionally, Level 2 and
Level 3 fair value measurements include adjustments for credit risk based on PPL’s own creditworthiness (for net liabilities)
arid its counterparties creditworthiness (for net assets). PPL’s credit department assesses all reasonably available market
information which is used by accounting personnel to calculate the credit valuation adjustment.

In certain instances, energy commodity contracts are transferred between Level 2 and Level 3. The primary reasons for the
transfers during 2012 and 2011 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 Contracts/Cross-Currency
Swaps (PPL, LKE and LG&E)

To manage interest rate risk, PPL, LKE and LG&E use interest rate contracts such as forward-starting swaps, floating-to-
fixed swaps and fixed-to-floating swaps. To manage foreign currency exchange risk, PPL uses foreign currency contracts
such as forwards, options and cross-currency swaps that contain characteristics of both interest rate and foreign currency
contracts. An income approach is used 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, market
information caimot practicably be obtained to value credit risk and therefore internal models are relied upon. These models
use projected probabilities of default and estimated recovery rates based on historical observances. When the credit valuation
adjustment is significant to the overall valuation, the contracts are classified as Level 3. The primary reason for the transfers
out of Level 3 for 2012 was the change in the significance of the credit valuation adjustment. Cross-currency swaps
classified as Level 3 are valued by PPL’s Corporate Finance department, which reports to the CFO. Accounting personnel,
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who also report to the Cf0. iiiterpret the analysis quarterly to appropriately classifi the contracts in the fair value hierarchy.
Valuation techniques are evaluated periodically.

(PPL and PPL Energy Supply)

NDT Funds

The market approach is used to measure the fair value of equity securities held in the NDT funds.

• The fair value measurements of equity securities classified as Level I 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% midlsmall-cap stocks.

• 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 June 30, 2012 have a weighted-average coupon of 4.22% and a weighted-
average maturity of 8.3 years.

Auction Rate Securities

Auction rate securities include Federal Family Education Loan Program guaranteed student loan revenue bonds, as well as
various municipal bond issues. The exposure to realize losses on these securities is not significant.

The fair value of auction rate securities is estimated using an income approach that includes readily observable inputs, such
as principal payments and discount curves for bonds with credit ratings and maturities similar to the securities, and
unobservable inputs, such as future interest rates that are estimated based on the SIFMA Index, creditworthiness, and
liquidity assumptions driven by the impact of auction failures. When the present value of future interest payments is
significant to the overall valuation, the auction rate securities are classified as Level 3. The primary reason for the transfer
out of Level 3 in 2012 was the change in the significance of the present value of future interest payments as maturity dates
approach.

Auction rate securities are valued by PPL’s Treasury department, which reports to the CFO. Accounting personnel, who also
report to the CFO, interpret the analysis quarterly to appropriately classify the contracts in the fair value hierarchy. Valuation
techniques are evaluated periodically.

Financial Instruments Not Recorded at Fair Value (PPL, PPL EnergyStipply, PPL Electric, LKE, LG&EandKU)

The carrying amounts of contract adjustment payments related to the Purchase Contract component of the Equity Units and
long-term debt on the Balance Sheets and their estimated fair values are set forth below. The fair values of these instruments
were estimated using an income approach by discounting future cash flows at estimated current cost of funding rates, which
incorporate the credit risk of the Registrants. These instruments are classified as Level 2. The effect of third-party credit
enhancements is not included in the fair value measurement.
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June 30, 2012 December 31, 2011
Carrying Carrying
Amount Fair Value Amount Fair Value

PPL
Contract adjustment payments (a) $ 152 $ 154 $ 198 $ 198
Long-term debt 18,710 20,402 17,993 19,392

PPL Energy Supply
Long-term debt 3,279 3,663 3,024 3,397

PPL Electric
Long-term debt 1,718 2,020 1,718 2,012

LKE
Long-term debt 4,074 4,333 4,073 4,306

LG&E
Long-termdebt 1,112 1,166 1,112 1,164

KU
Long-term debt 1,842 2,004 1,842 2,000

(a) Reflected fr’ Other current liabilities” and “Other deferred credits and noncurrent liabilities” on the Balance Sheets.

The carrying value of short-term debt (including notes between affiliates), when outstanding, represents or approximates fair
value due to the variable interest rates associated with the financial instruments and is classified as Level 2. The carrying
value of held-to-maturity, short-term investments at December 31, 2011 approximated fair value due to the liquid nature and
short-term duration of these instruments.

Credit Concentration Associated with Financial Instruments

(PPL, PPL Energy Sttpply, PPL Electric, LKE, LG&E and KU)

Contracts are entered into with many entities for the purchase and sale of energy. Many of these contracts qualify for NPNS
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 to manage credit risk, including master netting arrangements and collateral requirements.

(PPL)

At June 30, 2012, PPL had credit exposure of $2.9 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 $843
million. The top ten counterparties accounted for $429 million, or 51%, of the net exposure and all had investment grade
credit ratings from S&P or Moody’s.

(PPL Energy Supply)

At June 30, 2012, PPL Energy Supply had credit exposure of $2.9 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 $842 million. The top ten counterparties accounted for $429 million, or 51%, of the net
exposure and all had investment grade credit ratings from S&P or Moody’s. See Note 11 for information regarding the
related party credit exposure.

(PPL Electric)

At June 30, 2012, PPL Electric had no credit exposure under energy supply contracts (including its supply contracts with PPL
EnergyPlus).

(LKE, LG&E and KU)

At June 30, 2012, LKE’s, LG&E’s and KU’s credit exposure was not significant.
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14. Derivative Instruments and Hedging Activities

Risk Management Objectives

(PPL, PPL Energy Supply, PPL Electric, LICE, LG&E and KU)

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.

Market Risk

Market risk is the potential loss that may be incurred as a result of price changes associated with a particular fmancial or
commodity instrument. Forward contracts, futures contracts, options, swaps and structured transactions or arrangements,
such as tolling agreements, are utilized as part of risk management strategies to minimize unanticipated fluctuations in
earnings caused by changes in conimodity prices, volumes of frill-requirement sales contracts, basis exposure, interest rates
and/or foreign currency exchange rates. Many of the contracts meet the defmition of a derivative. All derivatives are
recognized on the Balance Sheets at their fair value, unless they qualify for NPNS.

The table below summarizes the market risks that affect PPL and its subsidiaries.

PPL PPL
PPL Energy Supply Electric LICE LG&E KU

Commodity price risk (including basis and
volumetric risk) X X M M M M

Interest rate risk:
Debtissuancea X X M M M M
Defined benefit plans X X M M M M
NDT securities X X

Equity securities price risk:
Defmed benefit plans X X M M M M
NDT securities X X
Future stock transactions X

Foreign currency risk - WPD investment X

X = PPL and PPL Energy Supply actively mitigate market risks througb tbefr risk management programs described shove.
M = The regtdatoiy environments for PPL’s regulated entities, by definition, significantly mitigate market nsk.

Commodity price risk

• PPL Energy Supply is exposed to 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 and gas 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;

• PPL Electric is exposed to market and volumetric risks from its obligation as PLR; however, its PUC-approved cost
recovery mechanism substantially eliminates its exposure to market risk. PPL Electric also mitigates its exposure to
volumetric risk by entering into full-requirement supply agreements to serve its PLR customers. These supply agreements
transfer the volumetric risk associated with the PLR obligation to the energy suppliers; and

• LG&E’s and KU’s rates include certain mechanisms for fuel, gas supply and environmental expenses. These mechanisms
generally provide for timely recovery of market price and volumetric fluctuations associated with these expenses.

Interest rate risk

• PPL and its subsidiaries are exposed to interest rate risk associated with forecasted fixed-rate and existing floating-rate
debt issuances. WPD holds over-the-counter cross currency swaps to limit exposure to market fluctuations on interest and
principal payments from foreign currency exchange rates. LG&E utilizes over-the-counter interest rate swaps to limit
exposure to market fluctuations on floating-rate debt.

85



• PPL and its subsidiaries are exposed to interest rate risk associated with debt securities held by defined benefit plans.
Additionally, PPL Energy Supply is exposed to interest rate risk associated with debt securities held by the NUT.

Equity securities price risk

• PPL and its subsidiaries are exposed to equity securities price risk associated with equity securities held by defined benefit
plans. Additionally, PPL Energy Supply is exposed to equity securities price risk in the NUT funds.

• PPL is exposed to equity securities price risk from future stock sales andJor purchases.

Foreign currency risk

• PPL is exposed to foreign currency exchange risk primarily associated with its investments in U.K. affiliates.

Credit Risk

Credit risk is the potential loss that may be incurred 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 fmancial institutions, as well as
additional credit risk through certain of its subsidiaries, as discussed below.

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

LKE and LG&E are exposed to credit risk from interest rate derivatives with fmancial institutions.

The majority of credit risk sterns from commodity derivatives for multi-year contracts for energy sales and purchases. If PPL
Energy Supply’s counterparties fail to perform theft obligations under such contracts and PPL Energy Supply could not
replace the sales or purchases at the same or better prices as those under the defaulted contracts, PPL Energy Supply would
incur fmancial 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 a supplier of LKE (through its
subsidiaries LG&E and KU) or PPL Electric 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 in place to manage 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 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
energy trading partners.

Master Netting Arrangements

Net derivative positions are not offset against the right to reclaim cash collateral (a receivable) or the obligation to return cash
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 $205
million and $147 million at June 30. 2012 and December 31, 2011.

PPL Electric, LKE and LG&E had no obligation to return cash collateral under master netting arrangements at June 30, 2012
and December 31, 2011.

PPL, IKE and LG&E had posted cash collateral under master netting arrangements of $31 million and $29 million at
June 30, 2012 and December 31, 2011.

PPL Energy Supply and PPL Electric had not posted any cash collateral under master netting arrangements at June 30, 2012
and December 31, 2011.
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Commodity Price Risk (Non-trading)

(PPL and PPL Energy Supply)

Commodity price risk, including basis and volumetric risk, is 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 fmancial and physical derivative contracts, including forwards, futures, swaps and
options, to hedge the price risk associated with electricity, natural 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. PPL and PPL
Energy Supply segregate their remaining non-trading activities into two categories: cash flow hedges and economic activity,
as discussed below.

Cash Flow Hedges

Certain derivative contracts have qualified for hedge accounting so that the effective portion of a derivative’s gain or loss is
deferred in AOCI and reclassified into earnings when the forecasted transaction occurs. The cash flow hedges that existed at
June 30, 2012 range in maturity through 2016. At June 30, 2012, the accumulated net unrecognized after-tax gains (losses)
that are expected to be reclassified into earnings during the next 12 months were $260 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 AOCI are reclassified into earnings
once it is determined that the hedge transaction is probable of not occurring. For the three and six months ended June 30,
2012 and 2011, such reclassifications tvere insignificant.

For the three and six months ended June 30, 2012, hedge ineffectiveness associated with energy derivatives was insignificant.
For the three and six months ended June 30, 2011, hedge ineffectiveness associated with energy derivatives resulted in after-
tax gains (losses) of $(10) million and $(14) million.

Certain cash flow hedge positions were dedesignated during the six months ended June 30, 2012. The fair value of the
hedges at December 31, 2011 remained in AOCI because the original forecasted transaction is still expected to occur. Pre-tax
gains (losses) of $123 million, representing the change in fair value of the remaining positions during the six months ended
June 30, 2012, were recorded as economic activity in “Wholesale energy marketing - Unrealized” on the Statement of
Income.

Economic Activity

Many derivative contracts economically hedge the commodity price risk associated with electricity, natural gas, oil and other
commodities but do not receive hedge accounting treatment. These derivatives hedge a portion of the economic value of 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 June 30, 2012 range in maturity through 2019.

Examples of economic activity include hedges on sales of baseload generation; dedesignations as discussed in “Cash flow
Hedges” above: 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 electric and natural 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, price exposure is limited to the cost of the particular generating unit and does not
expose PPL Energy Supply to uncovered market price risk.

Unrealized activity associated with monetizing certain full-requirement sales contracts was also included in economic activity
during the three and six months ended June 30, 2012 and 2011.
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The net fair value of economic positions at June 30, 2012 and December 31, 2011 was a net asset (liability) of $796 million
and $(63) million for PPL Energy Supply. The unrealized gains (losses) for economic activity for the periods ended June 30
were as follows.

Three Months Six Months
2012 2011 2012 2011

PPL Energy Supply
Operating Revenues

Unregulated retait electric and gas $ (12) $ 1 $ (2) $ 5
Wholesale energy marketing (458) (44) 394 13

Operating Expenses
fuel (16) (11) (14) 12
Energy purchases 442 109 (149) 127

The net gains (losses) recorded in “Wholesale energy marketing” resulted primarily from hedges of baseload generation;
certain full-requirement sales contracts for which PPL Energy Supply did not elect NPNS, from hedge ineffectiveness and
dedesignations, as discussed in “Cash Flow Hedges” above, and from the monetization of certain full-requirement sales
contracts in 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, and from purchase contracts that no longer hedge the full-requirement sales contracts that were
monetized in 2010.

(PPL and PPL Energy Supply)

Commodity 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 maimer or direction anticipated. PPL Energy Supply’s trading activity is shown in “Net energy trading margins” on the
Statements of lncome.

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 competitive baseload generation, optimization of competitive
intermediate and peaking generation, marketing activities, and proprietary 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 Competitive Baseload Generation

PPL Energy Supply has a formal hedging program for its competitive baseload generation fleet, which includes 7,252 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, from competitive baseload generation and tolling alTangelnents that
are included in the baseload portfolio based on current forecasted assumptions for 2012-2014.

2012 (a) 2013 2014

25,889 49,602 52,358

(a) Represents expected sales for the balance of the current year.
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The following table presents the percentage of expected competitive 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 June 30,
2012.

Derivative Total Power Fuel Purchases (c)
Sales (a) Sales (b) Coal Nuclear

2012(d) 94% 97% 108% 100%
2013 90% 94% 106% 100%
2014(e) 21% 25% 71% 100%

(a) Excludes non-derivative contracts and contracts that qualify for 1\TNS. 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) Amount represents derivative (including contracts that qualify for NPNS) 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.

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

(d) Represents the balance of the current year.
(e) Volumes for derivative sales contracts that deliver in future periods total 1,737 GWh and 2.0 Bcf.

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. PPL Energy Supply
has also entered into contracts to fmancially hedge the physical sale of oil. The following table presents the net volumes (in
thousands of barrels) of derivative (sales)/purchase contracts and contracts that qualify for NPNS used in support of these
strategies at June 30, 2012.

2012 (a) 2013 2014

Oil Swaps 68 393 240

(a) Represents the balance of the current year.

Optimization of Competitive 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 3,256 MW of natural gas and oil-fired generation. The following
table presents the net volumes of derivative (sales)/purchase contracts used in support of this strategy at June 30, 2012.

Units 2012 (a) 2013 2014
Net Power Sales (b) GWh (2,188) (408)
Net fuel Purchases (b) (c) Bcf 25.5 2.6 (0.3)

(a) Represents the balance of the current year.
(b) Volumes for derivative contracts used in support of these strategies that deliver in future periods are insignificant.
(c) Included in these volumes are non-options and exercised option contracts that converted to non-option derivative contracts. Volumes associated with

option contracts are insignificant.

Marketing Activities

PPL Energy Supply’s marketing portfolio is comprised of full-requirement sales contracts and their related supply contracts,
retail natural gas and electricity sales contracts and other marketing activities. 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. The following table presents the
volume of(sales)/purchase contracts, excluding FIRs, RECs, basis and capacity contracts, used in support of these activities
at June 30, 2012.
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Units 2012 (a) 2013 2014
Energy sales contracts (b) GWh (9,905) (9,387) (4,306)
Related energy supply cont1acts (b)

Energy purchases GWh 6,904 5,196 1,916
Volumetric hedges (c) GWh 212 270 74
Generation supply GWh 1,703 3,049 2,234

Retail natural gas sales contracts Bcf (8.4) (8.0) (2.3)
Retail natural gas purchase contracts Bcf 8.4 8.0 2.3

(a) Represents the balance of the current year.
(b) Includes NPNS and contracts that are not derivatives, which receive accrual accounting.
(c) PPL Energy Supply uses power and gas options, swaps and futures to hedge the volumetric risk associated with 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.

Proprietary Trading Activity

At June 30, 2012, PPL Energy Supplys proprietary trading positions, excluding FTR, basis and capacity contract activity that
are included in the tables below, were insignificant.

Other Energy-Related Positions

FTRs 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 following table represents the net volumes of derivative FIR and basis (sales)/purchase contracts at
June 30, 2012.

Units 2012 (a) 2013 2014
FIRs GWh 24,818 19,308 232
Power Basis Positions (b) GWh (8,034) (8,244) (2,628)
Gas Basis Positions (b) Bcf 11.7 (4.9) (5.2)

(a) Represents the balance of the current year.
(b) Net volumes that deliver in future periods are (677) GWh and (5.5) 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. PPL Energy Supply also sells and purchases capacity for proprietary trading purposes. The following table
presents the net volumes of derivative capacity (sales)/purchase contracts at June 30, 2012.

Units 2012 (a) 2013 2014
Capacity (5) MW-months (6,184) (7,075) (2,786)

(a) Represents the balance of the current year.
(b) Net volumes that deliver in future periods are 989 MW-months.

Interest Rate Risk

(PPL, PFL Energy Supply, LKE and LG&E)

PPL and its subsidiaries issue debt to fmance their operations, which exposes them to interest rate risk. Various fmancial
derivative instruments are utilized to adjust the mix of fixed and floating interest rates in their debt portfolio, adjust the
duration of the debt portfolio and lock in benchmark interest rates in anticipation of future financing, when appropriate. Risk
limits under PPL’s risk management program are designed to balance risk exposure to volatility in interest expense and
changes in the fair value of the debt portfolio due to changes in benchmark interest rates.
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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 fmancings. financial interest rate swap contracts may be entered into to hedge floating interest rate risk
associated with both existing and anticipated debt issuances. For PPL, outstanding interest rate swap contracts range in
maturity through 2023 and had a notional amount of $300 million at June 30, 2012. PPL Energy Supply had no such interest
rate swap contracts outstanding at June 30, 2012.

PPL, on behaffofPPL WEM, holds a notional position in cross-currency interest rate swaps totaling $960 million that mature
through 2021 to hedge the interest payments and principal of its U.S. dollar-denominated senior notes. Additionally, PPL WW
holds a notional position in cross-currency interest rate swaps totaling $302 million that mature through 202$ to hedge the
interest payments and principal of its U.S. dollar-denominated senior notes.

For the three and six months ended June 30, 2012, hedge ineffectiveness associated with interest rate derivatives was
insignificant for PPL and PPL Energy Supply. For the three and six months ended June 30, 2011, hedge ineffectiveness
associated with interest rate derivatives was an after-tax gain (loss) of $(9) million for PPL, which included a gain (loss) of
$(4) million attributable to certain interest rate swaps that failed hedge effectiveness testing during the second quarter of
2011. For the three and six months ended June 30, 2011, hedge ineffectiveness associated with interest rate derivatives was
insignificant for 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 period and any amounts previously recorded in AOCI are reclassified into earnings once it is
determined that the hedged transaction is probable of not occurring. PPL and PPL Energy Supply had no such
reclassifications for the three and six months ended June 30, 2012 and 2011.

At June 30, 2012, the accumulated net unrecognized after-tax gains (losses) on qualifying derivatives that are expected to be
reclassified into earnings during the next 12 months were $(12) million for PPL. Amounts are reclassified as the hedged
interest payments are made.

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, fmancial
contracts may be entered into to hedge fluctuations in the fair value of existing debt issuances due to changes in benchmark
interest rates. At June 30, 2012, PPL held contracts that range in maturity through 2047 and had a notional value of $99
million. In July 2012, these contracts were canceled without penalties by the counterparties. PPL Energy Supply did not
hold any such contracts at June 30, 2012. PPL and PPL Energy Supply did not recognize 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 or from hedges of debt issuances that no longer qualified as fair value hedges for the three and six
months ended June 30, 2012 and 2011.

Economic Activity (PPL, LKE and LG&E)

LG&E enters into interest rate swap contracts that economically hedge interest payments on variable rate debt. Because
realized gains and losses from the swaps, including a terminated swap contract, are recoverable through regulated rates, any
subsequent changes in fair value of these derivatives are included in regulatory’ assets or liabilities until they are realized as
interest expense. Realized gains and losses are recognized in “Interest Expense” on the Statements of Income when the
hedged transaction occurs. At June 30, 2012. LG&E held contracts with a notional amount of $179 million that range in
maturity through 2033. The fair values of these contracts were recorded as liabilities of $62 million and $60 million at
June 30, 2012 and December 31, 2011 with equal offsetting amounts recorded as regulatory assets.

Foreign Currency Risk (PPL)

PPL is exposed to foreign currency risk, primarily through investments in U.K. affiliates. PPL has adopted a foreign
currency risk management program designed to hedge certain foreign cun-ency exposures, including net investments, firm
commitments, recognized assets or liabilities and anticipated transactions. In addition, PPL enters into financial instruments
to protect against foreign currency translation risk of expected earnings.
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Net Investment Hedges

PPL enters into foreign currency contracts on behalf of a subsidiary to protect the value of a portion of its net investment in
WPD. The contracts outstanding at June 30, 2012 had a notional amount of96 million (approximately $153 million based
on contracted rates). The settlement dates of these contracts range from September 2012 through June 2013. The net fair
value of these contracts at June 30, 2012 was insignificant and at December 31, 2011 was an asset (liability) of $7 million.

Additionally, a PPL Global subsidiary that has a U.S. dollar functional currency entered into a GBP intercompany loan
payable with a PPL WEM subsidiary that has a GB? functional currency. The loan qualifies as a net investment hedge for
the PPL Global subsidiary. As such, the foreign currency gains and losses on the intercompany loan for the PPL Global
subsidiary are recorded to the foreign currency translation adjustment component of AOCI. At June 30, 2012, the
intercompany loan outstanding was £28 million (approximately $43 million based on spot rates).

For the three and six months ended June 30, 2012 and 2011, PPL recognized insignificant amounts of net investment hedge
gains and losses in the foreign currency translation adjustment component of AOCI. At June 30, 2012, PPL included $19
million of accumulated net investment hedge gains (losses), after tax, in the foreign currency translation adjustment
component of AOCI, compared to $19 million of gains (losses), after-tax, recorded by PPL at December 31, 2011.

Cash Flow Hedges

PPL held no foreign currency derivatives that qualified as cash flow hedges during the three and six months ended June 30,
2012 and 2011.

Fair Value Hedges

PPL held no foreign currency derivatives that qualified as fair value hedges during the three and six months ended June 30,
2012 and 2011.

Economic Activity

PPL enters into foreign currency contracts on behalf of a subsidiary to economically hedge GBP-denominated anticipated
earnings. At June 30, 2012, the total exposure hedged by PPL was approximately £1 billion and the net fair value of these
positions was an asset (liability) of $12 million. These contracts had termination dates ranging from July 2012 through June
2014. Realized and unrealized gains (losses) on these contracts are included in “Other Income (Expense) - net” on the
Statements of Income and were $25 million and $7 million for the three and six months ended June 30, 2012. At
December 31, 2011, the total exposure hedged by PPL was £288 million and the net fair value of these positions was an asset
(liability) of $11 million. Realized and um’ealized gains (losses) were insignificant for the three and six months ended
June 30, 2011.

In anticipation of the repayment of a portion of the borrowings under the 2011 Bridge Facility with U.S. dollar proceeds
received from PPL’s April 2011 issuance of common stock and 2011 Equity Units and the issuance of senior notes by PPL
WEM, PPL entered into forward contracts to purchase GB? to economically hedge the foreign currency exchange rate risk
related to the repayment. These contracts were settled in April 2011. Realized and unrealized gains (losses) on these
contracts are included in “Other Income (Expense) - net” on the Statement of Income. PPL recorded $62 million and $55
million of pre-tax, net gains (losses) for the three and six months ended June 30, 2011.

Accounting and Reporting

(PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

All derivative instruments are recorded at fair value on the Balance Sheet as an asset or liability unless they qualify for
NPNS. NPNS contracts for PPL and PPL Energy Supply include full-requirement sales contracts, other physical sales
contracts and certain retail energy and physical capacity contracts, and for PPL Electric include certain full-requirement
purchase contracts and other physical purchase contracts. Changes in the fair value of derivatives not designated as NPNS
are recognized currently in earnings unless specific hedge accounting criteria are met, except for the change in fair value of
LG&E’s interest rate swaps that are recognized as regulatory assets. See Note 6 for amounts recorded in regulatory assets at
June 30, 2012 and December 31, 2011.

See Notes 1 and 19 in each Registrant’s 2011 Form 10-K for additional information on accounting policies related to
derivative instruments.
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(PPL)

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

June 30, 2012 December 31,2011
Derivatives designated as Derivatives not designated Derivatives designated SS 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 $ 15 $ 5 S 3 S 3 S 5
Cross-currency swaps $ 1 2 2
Foreign currency

COntracts 3 $ 8 3 7 $ 11
Commodity contracts 91 2,380 1,570 872 3 1,655 1,557

Total current 95 17 2,388 1,578 882 8 1,666 1,562
Noncurrent:

Price Risk Management
Assets/Liabilities (b):

Interest rate swaps 57 55
Cross-currency swaps 69 24
Foreign currency

contracts $ 1
Commodity contracts 34 1 1,001 957 42 2 $54 783

Total noncurrent 103 1 1,009 1,015 66 2 854 838
Total derivatives $ 19$ $ 18 $ 3,397 $ 2,593 $ 948 S 10 $ 2,520 $ 2,400

(a) 5455 million and $237 million of net gains associated with derivatives that were no longer designated as hedging instruments are recorded in AOCI at
June 30, 2012 and December 31, 2011.

(b) Represents the location on the Balance Sheet.

The after-tax balances of accumulated net gains (losses) (excluding net investment hedges) in AOCI were $333 million and
$527 million at June 30, 2012 and December 31, 2011. The after-tax balances of accumulated net gains (losses) (excluding
net investment hedges) in AOCI were $544 million and $695 million at June 30, 2011 and December 31, 2010.

The following tables present the pre-tax effect of derivative instruments recognized in income, OCI or regulatory assets for
the periods ended June 30, 2012.

Derivatives in fledged Items in Location of Gain Gain (Loss) Recognized Gain (Loss) Recognized
Fair Value fledging fair Value Hedging (Loss) Recognized in Income on Derivative in Income on Related Item

Relationships Relationships in Income Three Months Six Months Three Months Six Months

Interest rate swaps fixed rate debt Interest expense $ 1 $ 1 $ 1 $ 2

Three Months Six Months
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 Three Months Six Months in Income Portion) Testing) Portion) Testing)

Cash flow Hedges:
Interest rate swaps $ (25) $ (22) Interest expense S (5) $ (9)
Cross-currency swaps 34 46 Interest expense (1)

Other income
(expense) - net 47 2$

Conmiodity contracts (14) 99 Wholesale energy
marketing 227 $ (5) 499 $ (1)

Depreciation

_______________________________

Energy purchases (45) 1 (85) (3)
Total $ (5) $ 123 $ 224 $ (4) $ 433 $ (4)

Net Investment Hedges:
Foreign currency contracts $ 2 $ (1)
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Derivatives Not Designated as
Hedging Instruments:

Location of Gain (Loss) Recognized in
Income on Derivatives Three Months —

$ 25 $
(2)

33
13

(12)
(11) —

$ 47

Three Months —

7
(4)
23

1,376
22
(6)

(1,081)
337

(a) 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.

The following tables present the pre-tax effect of derivative instruments recognized in income or OCI for the periods ended
June 30, 2011.

Derivatives in
Fair Value Hedging

Relationships

Hedged Items in
fair Value Hedging

Relationships

Location of Gain
(Loss) Recognized

in Income

Gain (Loss) Recognized
in Income on Derivative

Three Months Six Months

Gain (Loss) Recognized
in Inconie on Related Iteni

Three Months Six Months

Total

Net Investment Hedges:
Foreign currency contracts

$ (9) S 1 Interest expense
(8) (33) Interest expense

Other income
(expense) - net

(34) 50 Wholesale energy
marketing

_____________________________

Energy purchases
$ (51)$ 18

Three Months Six Months
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
from AOCI Amount into Amount
into Income Excluded from Income Excluded from

(Ettective Effectiveness (Effective Effectiveness
Portion) Testing) Portion) Testing)

$ (3) S (12) $ (6) $ (13)

30 17

164 (14) 367 (22)
(47) (117) 1

$ 144 $ (26) $ 264 $ (34)

Derivatives Not Designated as
Hedging Instruments:

Foreign currency contracts
Interest rate swaps
Commodity contracts

Location of Gain (Loss) Recognized in
Income on Derivatives

Other income (expense) - net
Interest expense
Utility
Unregulated retail electric and gas
Wholesale energy marketing
Net energy trading margins (a)
Fuel
Energy purchases
Total

Three Months

$ 64
(2)
(3)
4

(71)
4

(8)
91

$ 79

Six Months

S 55
(4)
(2)

5
(26)

11
15
36

$ 90

Derivatives Not Designated as
Hedging Instruments:

Location of Gain (Loss) Recognized as
Regulatory Liabilities/Assets

(a) 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.

Foreign currency contracts Other income (expense) - net
Interest rate swaps Interest expense
Commodity contracts Unregulated retail electric and gas

Wholesale energy marketing
Net energy trading margins (a)
fuel
Energy purchases
Total

Derivatives Not Designated as Location of Gain (Loss) Recognized as
Hedging Instruments: Regulatory Liabilities/Assets

Six Months

Interest rate swaps Regulatory assets - noncurrent $ (9) $ (3)

Six Months

Interest expense $ 1 $ 2 $ 8 SFixed rate debt

Derivative Gain
(Loss) Recognized in

OCI (Effective Portion)
Three Months Six Months

Interest rate swaps

Derivative
Relationships

Cash Now Hedges:
Interest rate swaps
Cross-currency swaps

Commodity contracts

18

Location of
Gain (Loss)
Recognized
in Income

$ (I)

Interest rate swaps Regulatory assets S (3) $ (1)

Three Months Six Months
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(PPL Energy Supply)

The following table presents the fair value and location of derivative instruments recorded on the Balance Sheets.

June 30, 2012 December 31, 2011
Derivatives designated as Derivatives not designated Derivatives designated as Derivatives not designated

hedging instruments as hedging instruments (a) hedging instruments hedging instruments (a)
Assets Liabilities Assets Liabilities Assets Liabilities Assets Liabilities

91 $ 2,380 $ 1,570 $ 872 S 3 $ 1,655 $ 1,557
Total current 91 2,380 1,570 872 3 1,655 1,557

34 $ 1 1,001 957 42 2 854 783
34 1 1,001 957 42 2 854 783

$ 125 $ 1 $ 3,381 $ 2,527 $ 914 $ 5 $ 2,509 $ 2,340

Commodity Contracts

Total

Wholesale energy
$ (14) $ 99 marketing

Depreciation

_____________________________

Energy purchases
$ (14)$ 99

S 227 $ (5) $ 499 $ (1)
1 1

(45) 1 (85) (3)
S 183 $ (4) $ 415 $ (4)

Derivatives Not Designated as
Hedging Instruments:

Commodity contracts

Location of Gain (Loss) Recognized in
Income on Derivatives

Unregulated retail electric and gas
Wholesale energy marketing
Net energy trading margins (a)
Fuel
Energy purchases
Total

Three Months Six Months

$ I $ 23
33 1,376
13 22

(12) (6)
(11) (1,081)

$ 24 $ 334

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

The following tables present the pre-tax effect of derivative instruments recognized in income or OCT for the periods ended
Jtme 30, 2011.

Current:
Price Risk Management

Assets/Liabilities (b):
Commodity contracts $

Noncurrent:
Price Risk Management

Assets/Liabilities (b):
Commodity contracts

Total noncurrent
Total derivatives

(a) $455 million and $237 million of net gains associated with derivatives that were no longer designated as hedging instruments are recorded in AOCI at
June 30, 2012 and December 31, 2011.

(b) Represents the location on the balance sheet.

The after-tax balances of accumulated net gains (losses) (excluding net investment hedges) in AOCI were $405 million and
$605 million at June 30, 2012 and December 31, 2011. The after-tax balances of accumulated net gains (losses) (excluding
net investment hedges) in AOCI were $573 million and $733 million at June 30, 2011 and December 31, 2010. At June 30,
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.

The following tables present the pre-tax effect of derivative instruments recognized in income or OCI for the six months
ended June 30, 2012.

Three Months Six Months

Cash Flow Hedges:

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 frons 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 Three Months Six Months in Income Portion) Testing) Portion) Testing)
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Derivatives in
Fair Value Hedging

Relationshins

Hedged Items in
Fair Value Hedging

Relationshins

Location of Gain
(Loss) Recognized

in Income

Gain (Loss) Recognized Gain (Loss) Recognized
in Income on Derivative in Income on Related Item

Three Months Six Months Three Months Six Months

Derivatives Not Designated as
Hedging Instruments:

Commodity contracts

Location of Gain (Loss) Recognized in
Income on Derivatives

Unregulated retail electric and gas
Wholesale energy marketing
Net energy trading margins (a)
fuel
Energy purchases
Total

Three Months Six Months

$ 4$ 5
(71) (26)

4 11
(8) 15
91 36

S 20 $ 41

(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.

(LKE and LG&E)

The following table presents the fair value and location of derivative instruments recorded on the Balance Sheets.

June 30. 2012 December 31. 2011
Derivatives designated as Derivatives not designated Derivatives designated as Derivatives not designated

hedging instruments as hedging instruments hedging instruments as hedging instruments
Assets Liabilities Assets Liabilities Assets Liabilities Assets Liabilities

Current:
Other Current

Assets/Liabilities (a):
Interest rate swaps $ 5 $ 5

Total current 5 5
Noncurrent:

Price Risk Management
Assets/Liabilities (a):

Interest rate swaps 57 55
Total noncurrent 57 55

Total derivatives S 62 $ 60

(a) Represents the location on the Balance Sheet.

Interest rate swaps Fixed rate debt Interest expense $ 1$

Three Months Six Months
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 Three Months Six Months in Income Portionl Testinal Portion Testinel

Cash flow Hedges:

Commodity contracts

Total

Wholesale energy
$ (34) $ 50 marketing

_____________________________

Energy purchases
$ (34)5 50

$ 164 $ (14) $ 367 $ (22)
(47) (117) 1

$ 117 $ (14) $ 250 S (21)
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The following tables present the pre-tax effect of derivative instruments recognized in income or regulatory assets for the
periods ended June 30, 2012.

Derivatives Not Designated as
Hedging Instruments:

Interest rate swaps

Derivatives Not Designated as
Hed’ins Instruments:

Location of Gain (Loss) Recognized in
Income on Derivatives Three Months Six Months

Interest expense $ (2) $ (4)

Location of Gain (Loss) Recognized as
Regulatory Liabilities/Assets Three Months Six Months

The following tables present the pre-tax effect of derivative instruments recognized in income or regulatory assets for the
periods ended June 30, 2011.

Derivatives Not Designated as
Hedging Instruments:

Location of Gain (Loss) Recognized in
income on Derivatives

Interest rate swaps
Commodity contracts

Location of Gain (Loss) Recognized as
Regulatory Liabilities/Assets

$ (2) $
t31

(a) Amounts are included in “Operating Revenues for LIKE.

Credit Risk-Related Contingent Features (PPL, PPL Energy Supply, LKE and LG&E)

Certain derivative contracts contain credit risk-related contingent provisions which, when in a net liability position, would
permit the counterparties to require the transfer of additional collateral upon a decrease in the credit ratings of PPL, PPL
Energy Supply, LKE and LG&E, or certain of their subsidiaries. Most of these provisions would require the transfer of
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 on derivative instruments in net liability
positions.

Additionally, certain derivative contracts contain credit risk-related contingent provisions that require “adequate assurance”
of performance be provided if the other party has reasonable grounds for insecurity regarding the performance of PPL’s
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.

At June 30, 2012. the effect of a decrease in credit ratings below investment grade on derivative contracts that contain credit
contingent features and were in a net liability position is summarized as follows:

Aggregate fair value of derivative instruments in a net liability
position with credit contingent provisions

Aggregate fair value of collateral posted on these derivative instruments
Aggregate fair value of additional collateral requirements in the event of

a credit downgrade below investment grade (a)

PPL Energy Supply LKE LG&E

S 211 $ 167 $ 40 $ 40
34 3 31 31

186 172 9 9

(a) Includes the effect of net receivables and payables already recorded on the Balance Sheet.

Interest rate swaps Regulatory assets $ (9) $ - (3)

Derivatives Not Designated as
fledging Instruments:

Interest expense
Operating revenues - retail and wholesale (a)
Total

Interest rate swaps

Three Months Six Months

S (5) $

(4)

(6)

Regulatory assets $ (3) $

Three Months Six Months

(1)

PPL
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15. Goodwill

(PPL)

The change in the canying amount of goodwill for the six months ended June 30, 2012 was primarily due to the effect of
foreign currency exchange rates on the U.K. Regulated segment.

16. Asset Retirement Obligations

(PPL, PPL Energy Sttpply, LKE, LG&E and KU)

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

PPL
PPL Energy Supply LKE LG&E KU

BalanceatDecember3l,2011 $ 497 $ 359 5 118 S 57 $ 61
Accretion expense 17 13 3 1 2
Changes in estimated cash flow or settlement date 2 2
Obligations settled (6) (5) (1) (1)

________________

BatanceatJune30,2012 $ 510 $ 369 $ 120 $ 57 $ 63

Substantially all of the ARO balances are classified as noncurrent at June 30, 2012 and December 31, 2011.

(PPL, LKE, LG&E and KU]

Accretion and depreciation expense recorded by LG&E and KU is offset with a regulatory credit on the income statement,
such that there is no earnings impact.

(PPL and PPL Energy Supply]

The most significant ARO recorded by PPL and PPL Energy Supply relates to the decommissioning of the Susqueharma
nuclear plant. The accrued nuclear decommissioning obligation was $304 million and $292 million at June 30, 2012 amid
December 31, 2011.

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 PPL Susquehaima nuclear plant. The aggregate fair value of these assets was $681 million and $640
million at June 30, 2012 and December 31, 2011, and is included m•”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, PPL Energy Supply, LKE and LG&E)

Certain short-term investments, securities held by the NDT funds and auction rate securities are classified as available-for-
sale. Available-for-sale securities are carried on the Balance Sheets 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 detennined to
be other-than-temporary. The specific identification method is used to calculate realized gains and losses.

(PPL and PPL Energy Supplj)

The following table shows the amortized cost, the gross unrealized gains and losses recorded in AOCI, and the fair value of
available-for-sale securities.
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June 30, 2012 December 31, 2011
Gross Gross Gross Gross

Amortized Unrealized Unrealized Amortized Unrealized Unrealized
Cost Gains Losses Fair Value Cost Gains Losses Fair Value

PPL
NDT funds:

Cash and cash equivalents $ 14 $ 14 $ 12 $ 12
Equity securities:

U.S. large-cap 178 $ 139 317 173 S 119 292
U.S. mid/small-cap 69 58 127 67 50 117

Debt securities:
U.S. Treasury 86 10 96 76 10 86
U.S. government sponsored
agency 9 1 10 9 1 10

Municipality 77 5 $ I $1 80 4 $ 1 83
Investment-grade corporate 32 3 35 35 3 38
Other 2 2 2 2

Receivables/payables, net (1)

____________

(1)

____________ ____________ ____________ ____________

Total NDT funds 466 216 1 681 454 187 1 640
Auction rate securities 20 2 18 25

___________

1 24
Total $ 486 $ 216 $ 3 $ 699 $ 479 $ 187 $ 2 $ 664

PPL Eneray Supply
NDT funds:

Cash and cash equivalents $ 14 $ 14 $ 12 $ 12
Equity securities:

U.S. large-cap 178 S 139 317 173 $ 119 292
U.S. mid/small-cap 69 58 127 67 50 117

Debt securities:
U.S. Treasury $6 10 96 76 10 86
U.S. government sponsored
agency 9 1 10 9 1 10

Municipality 77 5 S 1 81 80 4 $ 1 83
Investment-grade corporate 32 3 35 35 3 3$
Other 2 2 2 2

Receivables/payables, net (1)

____________ ____________

(1)

____________ ____________ ____________ ____________

TotalNlJTfunds 466 216 1 681 454 187 1 640
Auction rate securities 17

___________

2 15 20

___________

1 19
Total 5 483 S 216 $ 3 S 696 $ 474 $ 187 S 2 5 659

There were no securities with credit losses at June 30, 2012 and December 31, 2011.

The following table shows the scheduled maturity dates of debt securities held at June 30, 2011

Maturity Maturity Maturity Maturity
Less Than 1-5 5-10 in Excess

1 Year Years Years of 10 Years Total
PPL
Amortized cost 5 5 $ $4 $ 61 $ 76 $ 226
Fairvalue 5 87 67 83 242

PPL Energy Supply
Amortized cost $ 5 $ $4 $ 61 $ 73 5 223
Fair value 5 $7 67 80 239

The following table shows proceeds from and realized gains and losses on sales of available-for-sale securities for the periods
ended June 30.

Three Months Six Months
2012 2011 2012 2011

PPL
Proceeds from sales of NUT securities (a) $ 45 $ 25 $ 79 S 100
Other proceeds from sales 5 5 163
Gross realized gains (b) $ 6 13 23
Gross realized losses (b) 5 6 6 II

PPL Encrv Supply
Proceeds from sales of NDT securities (a) $ 45 $ 25 $ 79 5 100
Other proceeds from sales 3 3
Gross realized gains (b) $ 6 13 23
Gross realized losses (b) 5 6 6 11
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(a) These proceeds are used to pay income taxes and fees related to managing the mist. Remaining proceeds are reinvested in the trust.
(b) Excludes the impact of other-than-temporaiy impairment charges recognized in the Statements of Income.

(PPL, LKE and LG&E)

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. During
the six months ended June 30, 2011, LG&E received $163 million for its investments in these bonds when they were
remarketed to unaffihiated 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. New Accounting Guidance Pending Adoption

(PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

Improving Disclosures about Offsetting Balance Sheet Items

Effective January 1, 2013, the Registrants will retrospectively adopt accounting guidance issued to enhance disclosures about
fmancial instruments and derivative instruments that either (1) offset on the balance sheet or (2) are subject to an enforceable
master netting arrangement or similar agreement, irrespective of whether they are offset on the balance sheet.

Upon adoption, the enhanced disclosure requirements are not expected to have a significant impact on the Registrants.

Testing Indefinite-Lived Intangible Assets for Impairment

Effective January 1, 2013, the Registrants will prospectively adopt accounting guidance that allows an entity to elect the
option to first make a qualitative evaluation about the likelihood of an impairment of an indefmite-lived intangible asset. If,
based on this assessment, the entity determines that it is more likely than not that the fair value of the indefinite-lived
intangible asset exceeds the carrying amount, the fair value of that asset does not need to be calculated. If the entity
concludes otherwise, a quantitative impairment test must be performed by determining the fair value of the asset and
comparing it with the carrying value. The entity would record an impairment charge, if necessary.

Upon adoption, this guidance is not expected to have a significant impact on the Registrants.
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PPL CORPORATION AND SUBSIDIARIES

Item 2. Managements Discussion and Analysis of Financial Condition and Results of Operations

The following should be read in conjunction with PPLs Condensed Consolidated financial Statements and the
accompanying Notes and with PPL’s 2011 form 10-K. Capitalized terms and abbreviations are defmed in the glossary.
Dollars are in millions, except per share data, unless otherwise noted.

“Management’s Discussion and Analysis of Financial Condition and Results of Operations” includes the following
information:

• “Overview” provides a description of PPL and its business strategy, a summary of Net Income Attributable to PPL
Corporation and a discussion of certain events related to PPL’s results of operations and fmancial condition.

• “Results of Operations” provides a summary of PPL’s earnings, a review of results by reportable segment and a
description of factors by segment expected to impact future earnings. This section ends with explanations of
significant changes in principal items on PPL’s Statements of Income, comparing the three and six months ended
June 30, 2012 with the same periods in 2011.

• “Financial Condition - Liquidity and Capital Resources” provides an analysis of PPL’s liquidity position and credit
profile. This section also includes a discussion of rating agency actions.

• “Financial Condition - Risk Management” provides an explanation of PPL’s risk management programs relating to
market and credit risk.

Overview

PPL Global PPL Energy Supply* PPL Electric*

. Engages in the regulated • Engages in the regulated
operations of electricity transmission and
distribution businesses in distribution of electricity
the U.K. in Pennsylvania

Pennsylvania [itucky Regulated
Regulated Segment Segment

Introduction

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 and retail
energy primarily in the 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 to customers in Kentucky.

PPL’s principal subsidiaries are shown below (* denotes an SEC registrant):

PPL Corporation*

PPL EnergyPlus
• Performs marketing and

trading activities
• Purchases fuel

PPL Generation
• Engages in the

competitive generation of
electricity, primarily in
Pennsylvania and
Montana

LG&E*

• Engages in the regulated
generation, transmission,
distribution and sale of
electricity in Kentucky,
and distribution and sale
of natural gas in
Kentucky

U.K. Regulated Supply Segment
Segment

KU*

• Engages in the regulated
generation, transmission,
distribution and sale of
electricity primarily in
Kentucky
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Business Strategy

PPLs overall strategy is to achieve stable, long-term growth in its regulated electricity delivery businesses through efficient
operations and strong customer and regulatory relations, and disciplined optimization of energy supply margins in its energy
supply business while mitigating volatility in both cash flows and earnings. In pursuing this strategy, PPL acquired LKE in
November 2010 and WPD Midlands in April2011. These acquisitions have reduced PPL’s overall business risk profile and
reapportioned the mix of PPUs 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 energy supply business where earnings and cash flows are subject
to commodity market volatility. Results for periods prior to the acquisition of WPD Midlands are not comparable with, or
indicative of, results for periods subsequent to the acquisition. The pro fonna impacts of the acquisition of WPD Midlands
on income from continuing operations (after income taxes) attributable to PPL for the six months ended June 30 are as
follows.

2011
Pro forma Actual

Regulated $ 506 62% $ 387 56%
Competitive 30$ 38% 30$ 44%

$ 814 $ 695

Note: Pro forma and actual amounts exclude non-recurring items identified in Note $ to the Financial Statements.

With the acquisition of WPD Midlands and the related growth of the portion of PPLs overall earnings translated from British
pounds sterling, the related foreign currency risk is more substantial. The U.K. subsidiaries also have currency exposure to
the U.S. dollar associated with their U.S. dollar-denominated debt. To manage these risks, PPL generally uses contracts such
as forwards, options and cross currency swaps that contain characteristics of both interest rate and foreign currency exchange
contracts.

PPL’s strategy for its competitive energy supply business is to optimize the value from its competitive generation and
marketing portfolio. PPL endeavors to do this by matching energy supply with load, or customer demand, under contracts of
varying durations with creditworthy counterparties to capture profits while effectively managing exposure to energy and fuel
price volatility, counterparty credit risk and operational risk.

To manage financing costs and access to credit markets, a key objective of PPUs business strategy is to maintain a strong
credit profile. PPL continually focuses on maintaining an appropriate capital structure and liquidity position. In addition,
PPL has adopted fmancial and operational risk management programs that, among other things, are designed to monitor and
manage its exposure to earnings and cash flow volatility related to changes in energy and fuel prices, interest rates,
counterparty credit quality and the operating performance of its generating units.

Financial and Operational Developments

Net Income Attributable to PPL Corporation

Net Income Attributable to PPL Corporation for the three and six months ended June 30, 2012 was $271 million and $812
million compared to $196 million and $597 million for the same periods in 2011 representing a 38% and 36% increase over
2011. Net Income Attributable to PPL Corporation for the periods ended June30 by segment was:

Three Months Six Months
2012 2011 2012 2011

KenmckyRegulated $ 34 $ 31 $ 76 S 106
U.K. Regulated (a) 196 38 361 93
Pennsylvania Regulated 29 36 62 88
Supply 12 91 313 310
Net Income Attributable to PPL Corporation $ 271 S 196 S $12 $ 597

EPS -basic $ 0.46 $ 0.35 $ 1.39 5 1.14
EPS - diluted $ 0.46 $ 0.35 $ 1.39 $ 1.14
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(a) WPD Midlands was acquired on April 1, 2011 and its results are recorded on a one-month lag. Therefore, the 2012 periods include three and six
months of WPD Midlands’ results while the 2011 periods both include two months of WPD Midlands’ results.

The changes in Net Income Attributable to PPL Corporation from period to period were, in part, attributable to certain items
that management considers special. See “Results of Operations” for further discussion of the results of PPL’s business
segments, details of special items and analysis of the consolidated results of operations.

Economic and Market Conditions

Unregulated gross energy margins associated with PPL Energy Supply’s competitive generation and marketing business are
impacted by changes in market prices and demand for electricity and natural gas, power plant availability, competition in the
markets for retail customers, fuel costs and availability, fuel transportation costs and other costs. Current depressed
wholesale market prices for electricity and natural gas have resulted from general weak economic conditions and other
factors, including the impact of expanded domestic shale gas development. As a result of these factors, PPL Energy Supply
has experienced a shift in the dispatching of its competitive generation from coal-fired to combined-cycle gas-fired
generation as illustrated in the following table:

Average Utilization Factors (a)
2009-2011 2012

Pennsylvania coal plants 90% 63%
Montana coal plants 83% 50%
Combined-cycle gas plants 64% 96%

(a) All periods reflect the six months ending June 30.

This reduction in coal-fired generation output has resulted in a surplus of coal inventory at certain of PPL Energy Supply’s
Pennsylvania coal plants. To mitigate the risk of exceeding available coal storage, PPL Energy Supply incurred pre-tax
charges of $12 million during the six months ended June 30, 2012 to reduce its 2012 contracted coal deliveries. Because coal
purchases may also exceed expected fuel needs for 2013, PPL Energy Supply continues to manage its coal inventory to
mitigate the fmancial impact and physical implications of an oversupply, including, but not limited to, contract modifications
to reduce 2013 coal deliveries.

In addition, current economic and commodity market conditions indicate a lower value of unhedged future energy margins
(primarily in 2014 and forward years) compared to the hedged energy margins in 2012. As has been PPL Energy Supply’s
practice in periods of changing business conditions, PPL Energy Supply continues to review its future business and
operational plans, including capital and operation and maintenance expenditures, as well as its hedging strategies.

PPL’s businesses are also subject to extensive federal, state and local environmental laws, rules and regulations. Although
PPL Energy Supply’s competitive generation assets are well positioned to meet these requirements, certain regulated
generation assets at LG&E and KU will require substantial capital investment. See Note 15 to the Financial Statements in
PPL’s 2011 Form 10-K for additional information on these requirements. These requirements have resulted in LKE’s
anticipation of retii-ing six coal-fired units by 2015. See Notes 6 and 8 to the Financial Statements for additional information
regarding the anticipated retirement of these units as well as certain regulatory approvals to build a NGCC facility.

In light of these economic and market conditions, as well as current and projected environmental regulatory requirements,
PPL considered whether certain of its generating assets were impaired, and determined that no impairment charges were
required at June 30, 2012. PPL is unable to predict whether future environmental requirements or market conditions will
result in impairment charges or additional retirements.

PPL and its subsidiaries may also be impacted in future periods by the uncertainty in the worldwide fmancial and credit
markets partially caused by the European sovereign debt crisis. In addition, PPL may be impacted by reductions in the credit
ratings of fmancial institutions and evolving regulations in the fmancial sector. Collectively, these factors could reduce
availability or restrict PPL and its subsidiaries ability to maintain sufficient levels of liquidity, reduce capital market
activities, change collateral posting requirements and increase the associated costs to PPL and its subsidiaries.

PPL cannot predict the future impact that these economic and market conditions and regulatory requirements may have on its
financial condition or results of operations.

Ironwood Acquisition

In April 2012, an indirect, wholly owned subsidiary of PPL Energy Supply completed the acquisition of the equity interests
in the owner and operator of the Ironwood Facility. The Ironwood Facility began operation in 2001 and, since 2008,
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PPL EnergyPlus has supplied natural gas for the operation of the Ironwood Facility and received the facility’s full electricity
output and capacity value pursuant to a tolling agreement that expires in 2021. The acquisition provides PPL Energy Supply,
through its subsidiaries, operational control of additional combined-cycle gas generation in PJM. See Note 8 to the financial
Statements for additional information.

Bankruptcy of SMGT

In October 2011, SMGT, a Montana cooperative and purchaser of electricity under a long-term supply contract with PPL
EnergyPlus expiring in June 2019 (SMGT Contract), filed for protection under Chapter 11 of the U.S. Bankruptcy Code in
the U.S. Bankruptcy Court for the District of Montana. At the time of the bankruptcy filing, SMGT was PPL EnergyPlus’
largest unsecured credit exposure.

The SMGT Contract provided for fixed volume purchases on a monthly basis at established prices. Pursuant to a court order
and subsequent stipulations entered into between the SMGT bankruptcy trustee and PPL EnergyPlus, since the date of its
Chapter 11 filing through January 2012, SMGT continued to purchase electricity from PPL EnergyPlus at the price specified
in the SMGI Contract, and made timely payments for such purchases, but at lower volumes than as prescribed in the SMGT
Contract. In January 2012, the trustee notified PPL EnergyPlus that SMGT would not purchase electricity under the SMGT
Contract for the month of February. In March 2012, the U.S. Bankruptcy Court for the District of Montana issued an order
approving the request of the SMGT bankruptcy trustee and PPL EnergyPlus to terminate the SMGT Contract. As a result,
the SMGT Contract was terminated effective April 1, 2012, allowing PPL EnergyPlus to resell the electricity previously
contracted to SMGT under the SMGT Contract to other customers.

PPL EnergyPlus’ receivable under the SMGT Contract totaled approximately $22 million at June 30, 2012, which has been
fully reserved. No assurance can be given as to the collectability of the receivable.

In July 2012, PPL EnergyPlus filed its proof of claim in the SMGT bankruptcy proceeding. The total claim is approximately
$375 million, predominantly an unsecured claim representing the value for energy sales that will not occur as a result of the
termination of the SMGT Contract.

PPL Energy Supply cannot predict any amounts that it may recover in connection with the SMGT bankruptcy or the prices
and other terms on which it will be able to market to third parties the power that SMGT will not purchase from PPL
EnergyPlus due to the termination of the SMGT Contract.

Tax Litigation

In 1997, the U.K. imposed a Windfall Profits Tax (WPT) on privatized utilities, including WPD. PPL filed its tax returns for
years subsequent to its 1997 and 1998 claim for refund on the basis that the U.K. WPT was creditable. In September 2010,
the U.S. Tax Court (Tax Court) ruled in PPL’s favor in a dispute with the IRS, concluding that the U.K. WPT is a creditable
tax for U.S. tax purposes. As a result, and with fmalization of other issues, PPL recorded a $42 million tax benefit in 2010.
In January 2011, the IRS appealed the Tax Court’s decision to the U.S. Court of Appeals for the Third Circuit (Third Circuit).
In December 2011, the Third Circuit issued its opinion reversing the Tax Court’s decision, holding that the U.K. WPT is not a
creditable tax. As a result of the Third Circuit’s adverse determination, PPL recorded a $39 million expense in the fourth
quarter of 2011. In February 2012, PPL filed its petition for rehearing of the Third Circuit’s opinion. In March 2012, the
Third Circuit denied PPL’s petition. In June 20J2, the U.S. Court of Appeals for the Fifth Circuit issued a contrary opinion in
an identical case involving another company. In July 2012, PPL filed a petition for a writ of certiorari seeking U.S. Supreme
Court review of the Third Circuit’s opinion.

Terminated Bluegrass CTs Acquisition

In September 2011, LG&E and KU entered into an asset purchase agreement with Bluegrass Generation for the purchase of
the Bluegrass CTs, aggregating approximately 495 MW, plus limited associated contractual arrangements required for
operation of the units, for a purchase price of $110 million, pending receipt of applicable regulatory approvals. In May 2012,
the KPSC issued an order approving the request to purchase the Bluegrass CTs. Also, in May 2012, the FERC issued an
order conditionally authorizing the acquisition of the Bluegrass CTs, subject to approval by the FERC of satisfactory
mitigation measures to address market-power concerns. After a review of potentially available mitigation options, LG&E
and KU determined that the options were not commercially justifiable. In June 2012, LG&E and KU terminated the asset
purchase agreement for the Bluegrass CTs in accordance with its terms and made applicable filings with the KPSC and
FERC. LG&E and KU are currently assessing the impact of the Bluegrass contract termination and potential future
generation capacity options.
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NGCC Construction

In September 2011, LG&E and KU filed a CPCN with the KPSC requesting approval to build a 640 MW NGCC at the
existing Cane Run plant site in Kentucky. In May 2012, the KPSC issued an order approving the request. Subject to
finalizing contracting agreements and permitting activities, construction is expected to begin in 2012 and be completed
during 2015. The project, which includes building a natural gas supply pipeline and related transmission projects, has an
estimated cost of approximately $600 million.

In conjunction with this construction and to meet new, stricter federal EPA regulations with a 2015 compliance date, LG&E
and KU anticipate retiring six older coal-fired electric generating units at the Cane Run, Green River and Tyrone plants,
which have a combined summer capacity rating of 797 MW. The Cane Run and Green River coal units are anticipated to
remain operational until the NGCC generation and associated transmission project is completed.

Regional Transmission Line Expansion Plan

PPL Electric has experienced delays in obtaining necessary National Park Service (NPS) approvals for the Susquehanna
Roseland transmission line and anticipates a delay of the line’s in-service date to 2015. In March 2012, the NPS announced
that the route proposed by PPL Electric and PSE&G, previously approved by the Pennsylvania and New Jersey public utility
commissions, is the preferred route for the line under the NPS’s National Environmental Policy Act review. The NPS has
stated that it expects to issue its record of decision in October 2012. An appeal of the New Jersey Board of Public Utilities
approval of the line is pending before the New Jersey Superior Court Appellate Division. PPL Electric cannot predict the
ultimate outcome or timing of the NPS approval or any further legal challenges to the project. PJM 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 further delay to its scheduled in-service date for the new line.

At June 30, 2012, PPL Electric’s estimated share of the project cost has increased to $560 million from approximately $500
million at December 31, 2011, primarily due to increased material costs. In July 2012, PPL Electric began pre-constmction
activities including tree and vegetation removal from the transmission line’s right of way and construction of access roads.
See Note 8 in PPL’s 2011 Form 10-K for additional infonnation.

FERC Formula Rates

In March 2012, PPL Electric filed a request with the FERC seeking recovery, over a 34-year period beginning in June 2012,
of its unrecovered regulatory asset related to the deferred state tax liability that existed at the time of the transition from the
flow-through treatment of state income taxes to full normalization. This change in tax treatment occurred in 200$ as a result
of prior FERC initiatives that transferred regulatory jurisdiction of certain transmission assets from the PUC to FERC. A
regulatory asset of approximately $50 million related to this transition, classified as taxes recoverable through future rates, is
included in “Other Noncurrent Assets - Regulatory assets” on the Balance Sheets at June 30, 2012 and December 31, 2011.
In May 2012, the FERC issued an order approving PPL Electric’s request effective June 1, 2012.

U.K. Tax Rate Change

In July 2012, the U.K. Finance Act 2012 (the Act) was enacted. The Act reduced the U.K.’s statutory income tax rate from
25% to 24%, effective April 1,2012 and from 24% to 23%, effective April 1,2013. As a result of these changes, PPL
expects to record a deferred tax benefit in the range of $65 million to $75 million in the third quarter of 2012.

Ofgem Review of Line Loss Calculation

WPD has a $167 million liability recorded at June 30, 2012 compared with $170 million at December 31, 2011, calculated in
accordance with Ofgem’s accepted methodology, related to the close-out of line losses for the prior price control period,
DPCR4. Ofgern is currently consulting on the methodology to be used by all network operators to calculate the fmal line loss
incentive/penalty for DPCR4. In October 2011, Ofgem issued a consultation paper citing two potential changes to the
methodology, both of which would result in a reduction of the liability. In March 2012, Ofgem issued a decision regarding
the preferred methodology. In July 2012, Ofgem issued a consultation paper regarding certain aspects of the preferred
methodology as it relates to the DPCR4 line loss incentive/penalty and a proposal to delay the target date for making a fmal
decision until April 2013 together with a proposal to remove the line loss incentive/penalty for DPCR5. PPL cannot predict
the outcome of this matter.
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Equity Forward Contract

In April 2012, PPL made a registered underwritten public offering of 9.9 million shares of its common stock. In conjunction
with that offering, the underwriters exercised an option to purchase an additional 591 thousand shares of PPL common stock
solely to cover over-allotments.

In connection with the registered public offering, PPL entered into forward sale agreements with two counterparties covering
the 9.9 million shares of PPL’s common stock. Settlement of these initial forward sale agreements will occur no later than
April 2013. As a result of the underwriters’ exercise of the overallotment option, PPL entered into additional forward sale
agreements covering the additional 591 thousand shares of PPL common stock. Settlement of the subsequent forward sale
agreements will occur in July 2013.

PPL will not receive any proceeds or issue any shares of common stock until settlement of the forward sale agreements. PPL
intends to use any net proceeds that it receives upon settlement to repay short-term debt obligations and for other general
corporate purposes.

The forward sale agreements will be classified as equity transactions. As a result, no amounts will be recorded in the
consolidated fmancial statements until the settlement of the forward sale agreements. Prior to those settlements, the only
impact to the fmancial statements will be the inclusion of incremental shares within the calculation of diluted EPS using the
treasury stock method. See Note 7 to the Financial Statements for additional information.

Redemption of PPL Electric Preference Stock

In June 2012, PPL Electric redeemed all 2.5 million shares of its 6.25% Series Preference Stock, par value $100 per share.
The price paid for the redemption was the par value, without premium ($250 million in the aggregate). At December31,
2011, the preference stock was reflected in “Noncontrolling Interests” on PPL’s Balance Sheet.

Results of Operations

The following discussion provides a review of results by reportable segment and a description of factors by segment 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 and six months ended June 30, 2012 with the
same periods in 2011.

On April 1,2011, PPL, through its subsidiary PPL WEM, completed its acquisition of WPD Midlands. As PPL consolidates
WPD Midlands on a one-month lag, consistent with its accounting policy on consolidation of foreign subsidiaries, two
months of WPD Midlands’ results of operations are included in PPL’s results for the 2011 periods. When discussing PPL’s
results of operations for 2012 compared with 2011, the results of WPD Midlands (which includes PPL WEM for this
purpose) are isolated for purposes of comparability. WPD Midlands’ results are included within the U.K. Regulated segment
(formerly the International Regulated segment, renamed in 2012). See Note 8 to the Financial Statements for additional
information regarding the acquisition.

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

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 U.K. foreign currency exchange
rate.

Segment Results

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 Teimessee. This segment also includes
LKE’s results from the regulated distribution and sale of natural gas in Kentucky.
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Net Income Attributable to PPL Corporation for the periods ended June 30 includes the following results:

(a) Includes allocated interest expense of $17 million and $34 million for the three and six months ended June 30, 2012 and $17 million and $35 million
for the three and six months ended June 30, 2011 related to the 2010 Equity Units and interest rate swaps.

The changes in the components of the Kentucky Regulated segments results between these periods were due to the following
factors, which reflect reclassifications for items included in gross margins and certain items that management considers
special. See additional detail of these special items in the table below.

Kentucky gross margins
Other operation and maintenance
Depreciation
Taxes, other than income
Other Income (Expense) - net
Other
Income Taxes
Special items, after-tax
Total

Three Months Six Months

$ 12 $ (16)
4 (17)

(1) (5)
(3) (5)
(7) (9)

(2)
3 25

(5) (1)
$ 3 $ (30)

• See ‘Statement of Income Analysis - Margins - Changes in Non-GAAP Financial Measures” for an explanation of
Kentucky Gross Margins.

• Higher other operation and maintenance for the six-month period, primarily due to $11 million of higher steam
maintenance costs resulting from an increased scope of scheduled plant outages. Also, a $6 million credit was recorded in
2011 to establish a regulatory asset related to 2009 storm costs.

• Lower other income (expense) - net for the three and six-month periods, primarily due to equity losses from an
unconsolidated affiliate.

• Lower income taxes for the six-month period, primarily due to the change in pre-tax income.

The following after-tax amounts, which management considers special items, also impacted the Kentucky Regulated
segment’s results during the periods ended June 30.

Special items gains (losses), net of tax (expense) benefit:
LKE acquisition-related adjustments:

Net operating loss canyforward and other tax related adjustments
Other:

LKE discontinued operations, net of tax of $4, $0, $4, $0 (a)
Total

Income Statement
Line Item

hi come Taxes and Other O&M

Disc. Operations

Three Months Six Months
2012 2011 2012 2011

$ 4

$ (5) (5)

________

$ (5)

_________

$ (1)

_________

(a) Represents an adjustment to an indemnification liability.

Three Months Six Mouths
2012 2011 %Chauge 2012 2011 %Change

Utility revenues $ 658 $ 638 3 $ 1,363 $ 1,404 (3)
fuel 215 206 4 428 421 2
Energy purchases 34 40 (15) 10$ 147 (27)
Other operation and maintenance 197 198 (1) 403 379 6
Depreciation $6 $4 2 172 165 4
Taxes, other than income 12 9 33 23 1$ 2$

Total operating expenses 544 537 1 1,134 1,130
Other Income (Expense) -net (7) n1a (10) (1) 900
Interest Expense (a) 54 54 109 108 1
Income Taxes 13 16 (19) 28 59 (53)
Income (Loss) from Discontinued Operations (6) n/a (6) n/a
Net Income Attributable to PPL Corporation $ 34 $ 31 10 $ 76 $ 106 (28)
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Outlook

Excluding special items, PPL projects lower segment earnings in 2012 compared with 2011, primarily driven by higher
operation and maintenance expenses, which are expected to be partially offset by higher margins.

In June 2012, LG&E and KU filed requests with the KPSC for increases in annual base electric rates of approximately $62
million at LG&E and approximately $82 million at KU and an increase in annual base gas rates of approximately $17 million
at LG&E. The proposed base rate increases would result in electric rate increases of 6.9% at LG&E and 6.5% at KU and a
gas rate increase of 7.0% at LG&E and would be effective in January 2013. LG&E’s and KU’s applications include requests
for authorized returns-on-equity at LG&E and KU of 11% each. A hearing on these mailers is expected to be scheduled
during the fourth quarter of 2012. LG&E and KU cannot predict the outcome of these proceedings.

Earnings in 2012 are subject to various risks and uncertainties. See “Forward-Looking hifonnation,” the rest of this Item 2
and Notes 6 and 10 to the Financial Statements in this Form 10-Q and “Item 1. Business” and “Item 1A. Risk Factors” in
PPL’s 2011 Form 10-K for a discussion of the risks, uncertainties and factors that may impact future earnings.

U.K. Regulated Segment

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

Net Income Attributable to PPL Corporation for the periods ended June 30 includes the following results:

Three Months Six Months
2012 2011 %Change 2012 2011 %Change

Utility revenues $ 209 $ 203 3 $ 437 $ 419 4
Energy-related businesses 8 10 (20) 18 19 (5)

Total operating revenues 217 213 2 455 438 4
Other operation and maintenance 52 49 6 107 91 18
Depreciation - 33 32 3 64 62 3
Taxet, other than income 12 13 (8) 26 26
Energy-related buaineases 6 4 50 11 8 38

Total operating expenses 103 98 5 208 187 11
Other Income (Expense) - net 31 5 520 10 3 233
Interest Expense (a) 46 58 (21) 93 98 (5)
Income Taxes 21 8 163 40 28 43
WPDMidlands,netoftax(b) 118 65 82 241 65 271
WPD Midlands acqinsition-related

adjustments, net of tax (81) (100) (4) (100) (96)
Net Income Attributable to PPL Corporation $ 196 $ 38 416 $ 361 $ 93 288

(a) Includes allocated interest expense of$1 1 million and $23 million for the three and six months ended June 30, 2012 and $14 million for both the three
and six months ended June 30, 2011, related primarily to the 2011 Equity Units.

(b) 2012 represents the operations of WPD Midlands for the three and six months ended June 30, 2012 and 2011 represents the operations of WPD
Midlands for the period from the April 1,2011 acquisition date through June 30, 2011, recorded on a one month lag. These amounts exclude
acquisition-related adjustments. WPD Midlands’ revenue from extemal customers was $340 million and $664 million for the three and six months
ended June 30, 2012 and $207 million in the same periods of 2011.

The changes in the components of the U.K. Regulated segment’s results between these periods were due to the following
factors, which reflect reclassifications for certain items that management considers special. See additional detail of these
special items in the table below. The amounts for PPL WW and WPD Midlands are presented on a constant U.K. foreign
currency exchange rate basis in order to isolate the impact of the change in the exchange rate.
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Three Months Six Months

PPL WV!
Utility revenues $ 12 $ 26
Other operation and maintenance (9) (19)
Interest expense 8 11
Other 1 (2)
Income taxes 6 4

WPD Midlands, after-tax 56 184
U.S.

Interest expense 3 (13)
Other (1)
Income taxes (11) (14)

Foreign currency exchange rates, sftcr-tax (a) (3) (7)
Special items, after-tax 96 98
Total $ 158 $ 268

(a) Includes the effect of realized gains/Qosses) on eamings hedges.

PPL WW

Higher utility revenues for the three-month period due to the April 1, 2011 and 2012 price increases which resulted in
$19 million of higher utility revenues, partially offset by $4 million of lower regulatory recovery due to a 2012 charge to
income for the over-recovery of revenues from customers, compared to a credit to income in 2011.

Higher utility revenues for the six-month period due to the April 1, 2011 and 2012 price increases which resulted in $55
million of higher utility revenues, partially offset by $15 million of lower volumes due primarily to a downturn in the
economy and weather and $11 million of lower regulatory recovery due to a 2012 charge to income for the over-
recovery of revenues from customers, compared to a credit to income in 2011.

• Higher other operation and maintenance expense for the three-month period due to $5 million of higher pension expense
resulting from an increase in amortization of actuarial losses and $4 million of higher network maintenance expense.

Higher other operation and maintenance expense for the six-month period due to $10 million of higher pension expense
resulting from an increase in amortization of actuarial losses and $6 million of higher network maintenance expense.

• Lower interest expense for the three and six-month periods primarily due to lower interest expense on index-linked
notes.

• Lower income taxes for the three and six-month periods due to $7 million and $5 million of favorable adjustments
related to uncertain tax positions.

Us.

• Higher interest expense for the six-month period primarily due to $13 million of higher interest expense associated with
the 2011 Equity Units issued to fmance the WPD Midlands acquisition.

• Higher income taxes for the three and six-month periods due to a $7 million and $14 million of tax benefits recorded in
2011 as a result of U.K. pension plan contributions.

The following afier-tax amounts, which management considers special items, also impacted the U.K. Regulated segment’s
results during the periods ended June 30.
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Special item_s gains (losses), net of tax (expense) benefit:
Foreign currency-related economic hedges, net of tax of($8), ($1), (S 1), S0(a)
WPD Midlands acquisition-related adjustments:

2011 Bridge Facility costs, net of tax of $0, $11, $0, $13 (b)
Foreign currency loss on 2011 Bridge Facility, net of tax of $0, $19, $0, $19 (c)
Net hedge gains, net of tax of $0, ($20), $0, ($17) (c)
Hedge ineffectiveness, net of tax of $0, $3, $0, $3 (d)
U.K. stamp duty tax, net of tax of $0, $0, $0, $0(e)
Separation benefits, net of tax of $0, $2, $2, $2
Other acquisition-related adjustments, net of tax of($1), $10, ($1), $10

Total

Income Statement
Line Item

Other Income-net

Interest Expense
Other Income-net
Other Income-net
Interest Expense
Other Income-net
Other O&M
a)

Three Months Six Months
2012 2011 2012 2011

$ 16 $ 1 $ 2

(25) $ (30)
(39) (39)
43 39
(9) (9)

(21) (21)
(4) (4) (8) (4)
4 (26) 4 (36)

$ 16 $ (80) $ (2) $ (100)

(a) Represents unrealized gains (losses) on contracts that economically hedge anticipated esmings denominated in GBP.
(h) Represents fees incurred in conncction with establishing the 2011 Bridge Facility.
(c) Represents the foreign currency loss on the repayment of the 2011 Bridge Facility, including a pre-tsx foreign currency loss of $15 million associated

with proceeds received on the US. dollar-denominated senior notes issued by PPL \[EM in April 2011 that were used to repay a portion of PPL
WEMs borrowing under the 2011 Bridge Facility. The foreign currency risk was economically hedged with forward contracts to purchase GBP, which
resulted in pre-tsx gains of $63 million and $56 million for the three and six-month periods. See Note 14 to the Financial Statements for additional
mformstion.

(d) Represents a combination of ineffectiveness associated with closed out interest rate swaps and a charge recorded as a result of certain interest rate
swaps failing hedge effectiveness testing. See Note 14 to the Financial Statements for additional infonnation.

(e) Tax on the transfer of ownership of property in the U.K. which is not tax deductible for income tax purposes.
(f) 2011 primarily represents advisory, accounting and legal fees which are reflected m Other Income (Expense) - net’ on the Statements of Income.

Outlook

Excluding special items, PPL projects higher segment earnings in 2012 compared with 2011, primarily driven by four
additional months of earnings from the Midlands businesses and higher electricity delivery revenue. Partially offsetting these
positive earnings drivers are higher income taxes, higher operation and maintenance expense, higher depreciation, higher
financing costs and a less favorable currency exchange rate.

Earnings in 2012 are subject to various risks and uncertainties. See “Forward-Looking Information,” the rest of this Item 2,
and Notes 6 and 10 to the Financial Statements in this Form 10-Q and “Item 1. Business” and “Item IA. Risk Factors” in
PPL’s 2011 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.

Net Income Attributable to PPL Corporation for the periods ended June 30 includes the following results:

The changes in the components of the Pennsylvania Regulated segment’s results between these periods were due to the
following factors, which reflect reclassifications for items included in gross delivery margins.

Three Months Six Months
2012 2011 %Cbange 2012 2011 %Change

Operating revenues
Extemal $ 403 $ 436 (8) $ 860 $ 990 (13)
Intersegment 1 4 (75) 2 8 (75)
Total operating revenues 404 440 (8) 862 998 (14)

Energy purchsses
Extemsl 420 (35)
Intersegment 10 280

Other operation and maintenance 256 11
Depreciation 70 11
Taxes, other than income 57 (16)

Total operating expenses 813 (11)
Other Income (Expense) - net 1 200
Interest Expense 48
Income Taxes (42) 42 (26)
Net Income (28) 96 (31)
Net Income Attributable to Noncontrolling Interests 4 (100) 4 8 (50)
Net Income Attributable to PPL Corporation $ 29 $ 36 (19) $ 62 $ 88 (30)

120
17

143
39
22

341

24
11
29

(29)
325

13
5

(5)

169
4

126
37
22

358

24
19
40

273
38

283
78
48

720
3

48
31
66
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Three Months Six Months

Pennsylvania gross deliveiy margins S 3 S (10)
Other operation and maintenance (19) (25)
Depreciation (2) (8)
Other (1) 2
Income Taxes $ 11
Noncontrolling Interests 4

______________

Total $ (7) $ (26)

• See Statement of Income Analysis - Margins - Changes in Non-GAAP financial Measures” for an explanation of
Pennsylvania Gross Delivery Margins.

• Higher other operation and maintenance expense for the three-month period, primarily due to $6 million of higher
payroll and benefit related costs, $6 million of higher vegetation management costs and $3 million of higher corporate
service costs.

Higher other operation and maintenance expense for the six-month period, primarily due to $8 million of higher payroll
and benefit related costs, $8 million of higher vegetation management costs and $5 million of higher corporate service
costs.

• Higher depreciation expense for the six-month period, primarily due to the impact of PP&E additions related to the
ongoing efforts to ensure the reliability of the delivery system, and replace aging infrastructure.

• Lower income taxes for the three and six-month periods, primarily due to the change in pre-tax income, which reduced
income taxes by $7 million and $16 million.

• Lower noncontrolling interests for the three and six-month periods due to the preference stock redemption in June 2012.

Outlook

PPL projects lower segment earnings in 2012 compared with 2011, primarily driven by higher operation and maintenance
expense, higher depreciation and lower distribution revenue, which are expected to be partially offset by higher transmission
revenue, lower financing costs, and lower income taxes.

In March 2012, PPL Electric filed a request with the PUC to increase distribution rates by approximately $105 million. The
proposed distribution revenue rate increase would result in a 2.9% increase over PPL Electric’s total rates at the time of filing
and be effective January 1,2013. PPL Electric’s application includes a request for an authorized return-on-equity of 11.25%.
Hearings on this matter are scheduled during August 2012 and a decision is expected in the fourth quarter of 2012. PPL
Electric cannot predict the outcome of this proceeding.

Earnings in 2012 are subject to various risks and uncertainties. See “Forward-Looking Information,” the rest of this Item 2
mid Notes 6 and 10 to the financial Statements in this Form 10-Q and “Item 1. Business” and “Item IA. Risk Factors” in
PPL’s 2011 Form 10-K for a discussion of the risks, uncertainties and factors that may impact future earnings.

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.
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Net Income Attributable to PPL Corporation for the periods ended June 30 includes the following results:

Three Months Six Months
2012 2011 %Change 2012 2011 %Change

Energy revenues
External (a) $ $16 $ 879 (7) $ 3,106 $ 2,132 46
hltersegment 17 4 325 3$ 10 280

Energy-relatedbusinesses 115 116 (1) 213 228 (7)
Total operating revenues 948 999 (5) 3,357 2,370 42

fuel (a) 196 20$ (6) 407 468 (13)
Energy purchases

External (a) 191 116 65 1,438 411 250
Intersegment n/a I I

Other operation and maintenance 287 283 1 535 516 4
Depreciation 76 64 19 148 128 16
Taxes, other than income 17 15 13 35 31 13
Energy-related businesses 113 116 (3) 210 225 (7)

Total operating expenses 880 802 10 2,774 1,780 56
Other Income (Expense) - net 4 4 9 19 (53)
Other-Than-Temporary Impairments 1 n/a I
Interest Expense 53 51 4 101 100 1
Income Taxes 6 58 (90) 177 200 (12)
Income (Loss) from Discontinued Operations (1) (100)

____________

2 (100)
Net Income Attributable to PPL Corporation $ 12 $ 91 (87) $ 313 $ 310 1

(a) Includes the tmpact from energy-related economic activity. See “Connnodity Price Risk (Non-trading) - Economic Activity” in Note 14 to the
financial Statements for additional information.

The changes in the components of the Supply segments results between these periods were due to the following factors,
which reflect reclassifications for items included in unregulated gross energy margins and certain items that management
considers special. See additional detail of these special items in the table below.

Three Mouths Six Months

Unregulated gross energy margins $ (87)
Other operation and maintenance $ (8) (19)
Depreciation (12) (20)
Other Income (Expense) - net (2) (12)
Other (4) (6)
Income Taxes 8 73
Discontinued operations, after-tax 3
Special items, after-tax (61) 71
Total S (79) $ 3

• See “Statement of Income Analysis - Margins - Changes in Non-GAAP Financial Measures” for an explanation of
Unregulated Gross Energy Margins.

• Higher other operation and maintenance expense for the three and six-month periods in part due to $11 million and $17
million of higher costs at PPL Susquehanna, including refueling oittage costs, payroll-related costs and timing of
projects.

• Higher depreciation expense for the three and six-month periods due to the impact of PP&E additions.

• Lower other income (expense) - net for the six-month period primarily due to lower earnings on securities in the NDT
funds.

• Lower income taxes for the three and six-month periods primarily due to lower pre-tax income, which reduced income
taxes by $5 million and $46 million. The six-month period was also lower due to an $11 million deferred tax benefit
from a state tax rate adjustment recorded in 2012 and $11 million of Pennsylvania net operating loss valuation allowance
adjustments which negatively impacted 2011, driven primarily by the impact of bonus depreciation.

The following after-tax amounts, which management considers special items, also impacted the Supply segment’s results
during the periods ended June 30.
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Income Statement Three Months Six Months
Line Item 2012 2011 2012 2011

Special items gains (losses), net of tax (expense) benefit:
Adjusted energy-related economic activity, net, net nf tax nf $23, $2, ($79), ($10) (a) $ (32) $ (3) $ 118 $ 14
Impairments:

Emission allowances, net of tax nf $0, $0, $0, $1 Other O&M (1)
Renewable energy credits, net of tax of $0, $0, $0, $2 Other O&M (2)
Adjustments - nuclear decommissioning trust investments, net of tax of($1), $0, ($2), ($1) Other Income-net 1 1

LKE acquisition-related adjustments:
Sale of certain non-core generation facilities, net of tax of $0, $1, $0, $0 Disc. Operations (2) (3)

Other:
Montana hydroelectric litigation, net of tax of $0, $0, $0, $1 Interest Expense (1) (1)
Litigation settlement - spent nuclear fuel storage, net of tax of $0, ($21), $0, ($21) (b) Fuel 29 29
Counterparty bankruptcy, net of tax of $0, $0, $5, $0 (c) Other O&M (6)
Wholesale supply cost reimbursement, net of tax of $0, $0, $0, $0 (d) 1 1
Ash basin leak remcdiation adjustment, net of tax of $0, $0, ($1), $0 Other O&M 1
Coal contract modification paysnents, net of tax of $5, $0, $5, $0 (e) Fuel (7)

________

(7)

________

Total $ (38) $ 23 $ 108 $ 37

(a) See “Reconciliation of Economic Activity” below.
(b) In May 2011, PPL Susquehanna entered into a settlement agreement with the U.S. Government relating to PPL Susquehasma’s lawsuit, seeking

damages for the Department of Energy’s failure to accept spent nuclear fuel from the PPL Susquehanna plant. PPL Susquchanna recorded credits to
fuel expense to recognize recovery, under the settlement agreement, of certain costs to store spent nuclear fuel at the Susquehanna plant. This special
item represents amounts recorded in 2011 to cover the costs incurred from 1998 through September 2009.

(c) In October 2011, a wholesale customer, SMGT, filed for bankruptcy protection under Chapter 11 of the U.S. Bankruptcy code. In 2012, PPL
EnergyPlus recorded an additional allowance for unpaid amounts under the long-term power contract. In March 2012, the U.S. Bankruptcy Court for
the District of Montana approved the request to terminate the contract, effective April 1, 2012.

(d) Recorded m”Wholesale energy marketing - Realized” on the Statement of Income.
(e) As a result of lower electricity and natural gas prices, coal unit runtimes have decreased. Contract modification payments were incurred to reduce the

contracted coal quantities scheduled for delivery.

Reconciliation ofEconomic Activity

The following table reconciles unrealized pre-tax gains (losses) for the periods ended June 30, 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 Six Months
2012 2011 2012 2011

Operating Revenues
Unregulated retail electric and gas $ (12) $ 1 $ (2) $ 5
Wholesale energy marketing (458) (44) 394 13

Operating Expenses
Fuel (16) (11) (14) 12
Energy Purchases 442 109 (149) 127

Energy-related economic activity (a) (44) 55 229 157
Option premiums (b) 1 6 1 11
Adjusted energy-related economic activity (43) 61 230 168
Less: Economic activity realized, associated with the monetization of
certain full-requirement sales contracts in 2010 12 66 33 144

Adjusted energy-related economic activity, net, pre-tax $ (55) $ (5) $ 197 $ 24

Adjusted energy-related economic activity, net, after-tax $ (32) $ (3) $ 118 $ 14

(a) See Note 14 to the Financial Statements for additional information.
(b) Adjustment for the net deferral and amortization of option premiums over the delivery period of the item that was hedged or upon realization. Option

premiums are recorded fr’ Wholesale energy marketing - Realized” and “Energy purchases - Realized” on the Statements of Income.

Outlook

Excluding special itesns, PPL projects lower segment earnings in 2012 compared with 2011, primarily driven by lower
energy margins as a result of lower energy and capacity prices, higher fuel costs, higher operation and maintenance expense,
and higher depreciation. See “Overview” for a discussion on economic and market conditions.

Earnings in 2012 are subject to various risks and uncertainties. See “Forward-Looking Infommtion,” the rest of this Item 2
and Note 10 to the Financial Statements in this Form 10-Q and “Item 1. Business” and “Item IA Risk Factors” in PPL’s 2011
Fonn 10-K for a discussion of the risks, uncertainties and factors that may impact future earnings.
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Statement of Income Analysis --

Margins

Non-GAAP Financial Measures

The following discussion includes fmancial information prepared in accordance with GAAP, as well as three non-GAAP
financial measures: “Kentucky Gross Margins,” “Pennsylvania Gross Delivery Margins” and “Unregulated Gross Energy
Margins.” 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 theft operations. 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 the Kentucky Regulated, Pennsylvania Regulated and Supply segment operations, analyze each
respective segment’s actual results compared with budget and, in certain cases, to measure certain corporate fmancial goals
used in determining variable compensation.

PPL’s three non-GAAP financial measures include:

• “Kentucky Gross 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. Certain
costs associated with these mechanisms, primarily ECR and DSM, are recorded as ‘Other operation and maintenance”
and “Depreciation.” These mechanisms allow for recovery of certain expenses, returns on capital investments and
performance incentives. As a result, this measure represents the net revenues from the Kentucky Regulated segment’s
operations.

• “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. In calculating this
measure, utility revenues and expenses associated with approved recovery mechanisms, including energy provided as a
PLR, are offset with minimal impact on earnings. Costs associated with these mechanisms are recorded in “Energy
purchases,” “Other operation and maintenance,” which is primarily Act 129 costs, and in “Taxes, other than income,”
which is primarily gross receipts tax. This performance measure includes PLR energy purchases by PPL Electric from
PPL EnergyPlus, which are reflected in “PLR intersegment utility revenue (expense)” in the table below. As a result,
this measure represents the net revenues from the Pennsylvania Regulated segment’s electric delivery operations.

• “Unregulated Gross Energy Margins” is a single fmancial performance measure of the Supply segment’s competitive
energy non-trading and trading activities. In calculating this measure, the Supply segment’s energy revenues, which
include operating revenues associated with certain Supply segment businesses that are classified as discontinued
operations, are offset by the cost of fuel, energy purchases, certain other operation and maintenance expenses, primarily
ancillary charges, gross receipts tax, which is recorded in “Taxes, other than income,” and operating expenses associated
with certain Supply segment businesses that are classified as discontinued operations. 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,
which are reflected in ‘PLR intersegment utility revenue (expense)” in the table below. PPL excludes from “Unregulated
Gross Energy Margins” the Supply segment’s adjusted 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’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 adjusted 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.
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Reconciliation of Non-GAAP Financial Measures

• The following tables reconcile Operating Income to PPL’s three non-GAAP fmancial measures for the periods ended
June 30.

2012 Three Months 2011 Three Months
Unregulated Unregolated

Kentucky PA Gross Gross Kentucky PA Gross Gross
Gross Delivery Energy Operating Gross Delivery Energy Operating

Margins Margins Margins Other (a) Income (b) Margins Margins Margins Other (a) Income (b)

Operating Revenues
Utility $ 658 $ 403 $ 544 (c) $ 1,605 $ 639 $ 436 $ 409 (c) $ 1,484
PLR intersegment utility
revenue (expense) (d) (17) $ 17 (4) $ 4

Unregulated retail
electricandgss 192 (13) 179 180 1 181

Wholesale energy marketing
Realized 1,075 8 (1) 1,083 716 16 (1) 732
Unrealized economic
activity (45$) (g) (45$) (44) (g) (44)

Net energy trading margins 10 10 10 10
Energy-related businesses 130 130 126 126

TotalOperatingRevenuet 658 386 1,294 211 2,549 639 432 910 50$ 2,489

Operating Expenses
Fuel 215 170 26 (e) 411 206 250 (42)(e) 414
Energy purchases

Realized 34 120 617 16 (f) 787 40 169 150 75 (1) 434
Unrealized economic
activity (442) (g) (442) (109) (g) (109)

Other operation and
maintenance 24 26 7 682 739 21 29 9 664 723

Depreciation 13 25$ 271 12 225 237
Taxes, other than income 20 7 60 $7 20 7 4$ 75
Energy-related businesses 124 124 120 120
Intercompany eliminations (1) 1 (4) I 3. Total Operating Expenses 286 165 $01 725 1,977 279 214 417 984 1,894

Total $ 372 $ 221 $ 493 $ (514) $ 572 $ 360 $ 21$ $ 493 $ (476) $ 595

2012 Six Months 2011 Six Months
Unregulated Unregulated

Kentucky PA Gross Gross Kentucky PA Gross Gross
Gross Delivery Energy Operating Gross Delivery Energy Operating

Margins Margins Margins Other (a) Income (b) Margins Margins Margins Other (a) Income (b)

Operating Revenues
Utility $ 1,363 $ $60 $ 1,096 (c) S 3,319 S 1,404 S 990 S 626 (c) S 3,020
PLR intersegment utility
revenue (expense) (d) (3$) $ 3$ (10) $ 10

Unregulated retail
electric and gas 406 (4) 402 323 5 32$

Wholesale energy marketing
Realized 2,279 12 (0 2,291 1,738 32 ff1 1,770
Unrealized economic
activity 394 (g) 394 13 (g) 13

Net energy sTading margins 1$ 1$ 21 21
Energy-related businesses

__________

237 237 247 247
Total Operating Revenues 1,363 $22 2,741 1,735 6,661 1,404 980 2.092 923 5,399

Operating Expenses
Fuel 42$ 385 22 (e) $35 421 534 (66)(e) $89
Energy purchases

Realized 10$ 273 1,251 38 (1) 1,670 147 420 377 161 ff1 1,105
Unrealized economic
activity 149 (g) 149 (127)(g) (127)

Other operation and
maintenance 46 49 Il 1,339 1,445 41 47 13 1,205 1,306

Depreciation 26 509 535 24 421 445
Taxes,otherthanincome 44 16 11$ 17$ 53 14 $1 14$
Energy-relased businesses 226 226 233 233
Intercompany eliminations (2) 1 1 (8) 2 6

Total Operating Expenses 60$ 364 1,664 2,402 5,038 633 512 940 1,914 3,999
Discontinued operations 12 (12) (h)

Total $ 755 $ 45$ $ 1,077 $ (667) $ 1,623 $ 771 $ 46$ $ 1,164 $ (1,003) $ 1,400

115



(a) Represents smounts thst are excluded from Margins.
(b) As reported on the Statement of Income.
(c) Primarily represents WPD’s utility revenue.
(d) Primarily related to PLR supply sold by PPL EnergyPlus to PPL Electric.
(e) Includes economic activity related to fuel as described ft Commodity Price Risk (Non-trading) - Economic Activity within Note 14 to the Financial

Statements. The three and six months ended June 30, 2012, includes a pre-tax loss of $12 million related to coal contract modification payments. The
three and six months ended June 30, 2011 includes a pre-tax credit of $50 million for the spent nuclear fuel litigation settlement.

(1) Represents energy-related economic activity sa described in’ Commodity Price Risk (Non-trading) - Economic Activity” within Note 14 to she
Financial Statements. For the three and six months ended June 30, 2012, “Wholesale energy marketing - Realized” and “Energy purchases - Realized”
mclude net pre-tax losses of $12 niillion and $33 related to the monetization of certain full-requirement sales contracts and net pre-tax gains of $1
million and SI million related to the amortization of option premiums. The three and six months ended June 30, 2011 include net pre-tax losses of $66
million and $144 million related to the monetization of certain MI-requirement sales contracts and net pre-tax gains of S6 million and $11 million
related to the amortization of option premiums.

(g) Represents energy-related economic activity, which is subject to fluctuations in value due so market price volatility, as described ft’ Commodity Price
Risk (Non-trading) - Economic Activity” within Note 14 to the Financial Statements.

(h) Represents she net of certain revenues and expenses associated with certain businesses that are classified as discontinued operations. These revenues
and expenses are not reflected ft’ Operating Income” on the Statements of Income.

Changes in Non-GAAP Financial Measures

The following table shows PPL’s three non-GAAP fmancial measures for the periods ended June 30 as well as the change
between periods. The factors that gave rise to the changes are described below the table.

Three Months Six Months
2012 2011 Change 2012 2011 Change

Kentucky Gross Margins $ 372 $ 360 $ 12 $ 755 $ 771 $ (16)

PA Gross Deliven’ Margins by Component
Distribution $ 170 $ 173 $ (3) $ 359 $ 381 $ (22)
Transmission 51 45 6 99 87 12

Total $ 221$ 218$ 3$ 458$ 468$ (10)

Unregulated Gross Energy Margins by Region
Non-trading

Eastem U.S. $ 407 $ 395 $ 12 $ 896 $ 972 $ (76)
—

WestemU.S. 76 88 (12) 163 171 (8). Net energy trading 10 10 18 21 (3)
Total $ 493 $ 493 $ $ 1,077 $ 1,164 $ (87)

Kentucky Gross Margins

Margins increased for the three-month period ended June 30, 2012, compared with 2011, due to $12 million of higher retail
margins, as volumes were impacted by increases in production levels at some of LKE’s larger industrial customers and
warmer weather during the three months ended June 30, 2012. Total cooling degree days increased 9% compared to the
same period in 2011.

Margins decreased for the six-month period ended June 30, 2012, compared with 2011, primarily due to $13 million of lower
retail margins, as volumes were impacted by unseasonably mild weather during the first four nionths of 2012, and $3 million
of lower wholesale margins, as volumes were impacted by lower market prices. Total heating degree days decreased 24%
compared to the same period in 2011.

Pennsylvania Gross Delivery Margins

Distribution

Margins decreased for the three and six month periods ended June 30, 2012, compared with 2011, due primarily to the effects
of weather.

Transmission

Margins increased for the three and six month periods ended June 30, 2012. compared with 2011, primarily due to increased
investment in plant and the recovery of additional costs through the FERC formula-based rates.
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Unregulated Gross Energy Margins

Eastern US.

The changes in non-trading margins for the periods ended June 30, 2012 compared with 2011 were due to:

Three Months Six Months

Baseload energy and capacity prices (a) $ (51) S (137)
Intermediate and peaking energy and capacity (b) (5) (26)
full-requirement sales contracts (9) (14)
Impact of non-core generation facilities sold in the first quarter of 2011 (12)
bonwood Acquisition which eliminates tolling expense (c) 13 13
Net coal and hydroelecthc unit availability (U) 9 19
Nuclear generation volume (e) 57 82
Other (2) (1)

S 12 5 (76)

(a) Energy prices and capacity prices were lower in both periods of 2012.
(b) Capacity prices were lower in both periods of 2012.
(c) See Note 8 to the Financial Statements for additional information.
(d) Coal unit availability was higher in both periods allowing the capture of additional margins.
(e) For the three and six month periods, volumes were higher due to a shorter outage period for blade inspections and an uprate in the third quarter of 2011.

For the six month period, volumes were also higher due to an unplanned outage in March 2011.

Western US.

Non-trading margins for the three and six months ended June 30, 2012, compared with the same periods in 2011 were lower
primarily due to $14 million related to the bankruptcy of SMGT.

Utility Revenues

The increase (decrease) in utility revenues for the periods ended June 30, 2012 compared with 2011 was due to:

Three Months Six lTontIis
Domestic:

PPL Electric (a) $ (33) $ (130)
LKE(b) 20 (41)
Total Domestic (13) (171)

U.K.:
PPL WW

Price(c) 19 55
Volume(d) (2) (15)
Recovery of allowed revenues (e) (4) (11)
Foreign currency exchange rates (5) (8)
Other (2) (3)
Total PPL ww 6 18

WPDMidlands(f) 128 452
Total U.K. 134 470

Total $ 121 5 299

(a) See “Pennsylvania Gross Delivery Margins” for further information.
(b) See “Kentucky Gross Margins” for further information.
(c) The increase for the three and six-month periods is primarily due to price increases effective April 1, 2012 and 2011.
(d) The decrease for the six-month period is primarily due to the downturn in the economy and weather.
(e) The decrease for the three and six-month periods is primarily due to a 2012 charge to income for the over-recovery of revenues from customers,

compared to a credit to income in 2011.
(±) Periods are not comparable. The periods ended June 30, 2012 include three and six months of WPD Midlands’ resulls. compared with two months for

the same periods in 2011.
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Other Operation and Maintenance

The increase (decrease) in other operation and maintenance expense for the periods ended June 30, 2012 compared with
2011 were due to:

Three Months Six Months
Domestic:

Uncollectible accounts (a) $ 4 S 18
LKE steam maintenance plant costs (b) 11
LKE storm costs (c) 6
PPL Susquehanna nuclear plant costs (U) 11 17
Vegetation management 6 9
Stock based compensation 8
Other 8

U.K.:
PPLWW(e) 7 17
WPD Midlands (f) (12) 45

Total $ 16 $ 139

(a) In October 2011, SMGT filed for bankruptcy protection under Chapter 11 of the U.S. Bankruptcy Code. The increase for the six-month period reflects
an $11 million increase to a reserve on unpaid amounts.

(b) Increase primarily due to steam maintenance costs, resulting from an increased scope of scheduled outages.
(c) A credit to establish a regulatory asset was recorded in the first quarter of 2011 related to 2009 storm costs.
(d) Primarily due to refueling outage costs, payroll costs and timing of projects.
(e) Increase for the three and six-month periods includes $5 million and $10 million of higher pension expense resulting from the amortization of actuarial

losses and $4 million and $6 million of higher network maintenance expense.
(f) Periods are not comparable. The periods ended June 30, 2012 include three and six months of WPD Midlands’ results, compared with two months for

the same periods in 2011. The decrease for the three-month period was primarily due to the impact of acquisition-related adjustments.

Depreciation

The increase (decrease) in depreciation expense for the periods ended June 30, 2012 compared with 2011 was due to:

Three Months Six Months

Additions to PP&E $ 13 $ 33
WPD Midlands (a) 17 53
Ironwood Acquisition 4 4
Total $ 34 $ 90

(a) Periods are not comparable. The periods ended June 30, 2012 include three and six months of WPD Midlands’ results, compared with two months for
the same periods in 2011.

Taxes, Other Than Income

The increase (decrease) in taxes, other than income for the periods ended June 30, 2012 compared with 2011 was due to:

Three Months Six Months

Pennsylvania gross receipts tax (a) $ (5) $ (12)
Domestic property tax 5 5
WPD Midlands (b) 8 30
Other 4 7
Total $ 12 $ 30

(a) The decrease for the three and six month periods was primarily due to a decrease in taxable electric revenue. This tax is included in “Unregulated
Gross Energy Margins” and “Pennsylvania Gross Delivery Margins”.

(b) Periods are not comparable. The periods ended June 30, 2012 include three and six months of WPD Midlands’ results, compared with two months for
the same periods in 2011.

Other Income (Expense) - net

The $64 million increase in other income (expense) - net for the three months ended June 30, 2012 compared with 2011 was
primarily due to:

• $47 million of other WPD Midlands acquisition-related adjustments in 2011;
• a $23 million increase in gains from economic foreign currency exchange contracts; and
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• a $58 million foreign currency loss related to the repayment of the 2011 Bridge facility borrowing offset by a $62
million gain on foreign currency contracts that hedged the repayment of such borrowings, both in 2011.

The $52 million increase in other income (expense) - net for the six months ended June 30, 2012 compared with 2011 was
primarily due to:

• $57 million of other WPD Midlands acquisition-related adjustments in 2011;
• a $7 million increase in gains from economic foreign currency exchange contracts; and
• a $58 million foreign currency loss related to the repayment of the 2011 Bridge Facility borrowing partially offset by a

$55 million gain on foreign currency contracts that hedged the repayment of such borrowings, both in 2011.

See Note 12 to the Financial Statements for further details.

Interest Expense

The increase (decrease) in interest expense for the periods ended June 30, 2012 compared with 2011 was due to:

Three Months Six Months
2011 Bridge Facility costs related to fmancing the acquisition of W1PD Midlands $ (36) $ (43)
2011 Equity Units (a) 1 13
Interest rates (excluding 2011 Equity Units) (b) (15) (26)
Debt balances (excluding 2011 Equity Units) (c) 13 17
WPD Midlands (d) 12 68
Inflation adjustment on U.K. Index-linked Senior Unsecured Notes (5) (8)
Hedging activity and ineffectiveness 10 19
fronwood Acquisition (Note 8) 4 4
Other (12) (16)

Total $ (28) $ 28

(a) Interest related to the issuance in April 2011 to support the WPD Midlands acquisition.
(b) Short-term weighted average rates were 0.69% and 0.73% for the three and six months ended June 30, 2012, compared with 1.82% and 2.02% for the

same periods in 2011. Long-term weighted average rates of 4.69% at June 30, 2012, compared with 4.94% at June 30, 2011.
(c) Short-term debt balances were $420 million and $83 million higher for the three and six months ended June 30, 2012, compared with the same periods

in 2011. The long-term debt balance (excluding $255 million of long-term debt balance from the April 2012 Ironwood Acquisition) was $520 million
higher at June 30, 2012, compared with the same period in 2011.

(d) Periods are not comparable. The periods ended June 30, 2012 include three and six months of WPD Midlands’ results, compared with two months for
the same periods in 2011.

Income Taxes

The increase (decrease) in income taxes for the periods ended June 30, 2012 compared with 2011 was due to:

Three Months Six Months

Lower pre-tax book income $ (30) $ (23)
State valuation allowance adjustments (a) (11)
federal and state tax reserve adjustments (2) (2)
Federal and state tax retum adjustments (1) 2
U.S. income tax on foreign eamings net of foreign tax credit (b) 10 1$
Foreign tax reserve adjustments (c) (8) (5)
Net operating loss canyforward adjustments (d) (3) (9)
Depreciation not normalized (a) 2
WPD Midlands (e) 27 61
State deferred tax rate change (f) (11)
Other (1) 6
Total $ (8) $ 28

(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 income tax purposes. Due to the decrease in projected taxable income related to bonus
depreciation, PPL recorded state deferred income tax expense during the six months ended June 30, 2011 related to valuation allowances.

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. The federal provision for 100% bonus depreciation generally applies to property placed in service before
January 1, 2012. The placed in service deadline is extended to January 1, 2013 for property that exceeds $1 million, has a production period longer
than one year and has a tax life of at least 10 years.

(b) During the three and six months ended June 30, 2011, PPL recorded a $7 million and $14 million federal income tax benefit related to U.K. pension
contributions.
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(c) During the three and six months ended June 30, 2012, PPL recorded a tax benefit following resolution of a U.K. tax issue related to interest expense.
(d) During the three and six months ended June 30, 2012, PPL recorded adjustments to deferred taxes related to net operating loss canyforwards of LKE

based on income tax return adjustments.
(e) Periods are not comparable. The periods ended June 30, 2012 include three and six months of WPD Midlands results compared with two months for

the same periods in 2011.
(f) During the six months ended June 30, 2012, PPL recorded an adjustment related to state deferred tax liabilities.

See Note 5 to the financial Statements for additional information on income taxes.

Noncontrolling Interests

“Net Income Attributable to Noncontrolling Interests” decreased by $4 million for the three and six months ended June 30,
2012 compared with 2011. The decrease is due to PPL Electric’s June 2012 redemption of all 2.5 million shares of its
preference stock. The price paid was the par value, without premium ($250 million in the aggregate).

Financial Condition

Liquidity and Capital Resources

PPL had the following at:

June 30, 2012 December 31, 2011

Cash and cash equivalents $ 981 $ 1,202
Short-term investments 16

$ 981 $ 1,218

Short-term debt $ $89 $ 57

At June 30, 2012, $357 million of cash and cash equivalents were denominated in GB?. If these amounts would be remitted
as dividends, PPL may be subject to additional U.S. taxes, net of allowable foreign tax credits. Historically, dividends paid
by foreign subsidiaries have been distributions of the current year’s earnings. See Note 5 to the Financial Statements in PPL’s
2011 form 10-K for additional information on undistributed earnings of WPD.

The $221 million decrease in PPL’s cash and cash equivalents position was primarily the net result of:

• capital expenditures of $1.3 billion;
• the payment of $413 million of common stock dividends;
• the redemption of preference stock of a subsidiary of $250 million;
• the Ironwood Acquisition for $84 million, net of cash acquired;
• net cash provided by operating activities of $947 million;
• proceeds of $575 million from the issuance of long-term debt; and
• a net increase in short-term debt of $311 million.

PPL’s cash provided by operating activities increased by $133 million for the six months ended June 30, 2012 compared with
2011. The increase was the net effect of:

• an increase of $211 million iii net income (primarily from the U.K. Regulated segment); and
• a decrease of $57 million in defmed benefit plan funding; partially offset by
• an increase in cash used by components of working capital of $117 million.

Credit Facilities

PPL maintains credit facilities to provide liquidity and to backstop commercial paper issuances. At June 30, 2012, PPL’s
total committed borrowing capacity under its credit facilities and the use of this borrowing capacity were:
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Letters of

Credit Issued
and

Committed Commercial Unused
Capacity Borrowed Paper Backstop Capacity

PPL Energy Supply Credit facilities S 3,200 $ 790 $ 2,410
PPL Electric Credit facilities (a) 450 196 254
LG&E Credit Facility 400 400
KU Credit Facilities 598 198 400

Total Domestic Credit Facilities fb) $ 4,648 $ 1,184 S 3,464

PPLWWCreditfacility(c) £ 150 £ 110 n/a £ 40
WPD (South West) Credit Facility (d) 245 n/a 245
WPD (East Midlands) Credit Facility 300 300
WPD (West Midlands) Credit facility 300

_______________

300
Total WPD Credit Facilities (e) £ 995 £ 110 £ 885

(a) In April 20t2, PPL Electric increased the capacity of its syndicated credit facility from $200 million to $300 million.

Committed capacity includes a $150 million credit facility related to an asset-backed commercial paper program througli which PPL Electric obtains
fmancing 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
fmancial institution. At June 30, 2012, based on accounts receivable and unbilled revenue pledged, the amount available for borrowing under the
facility was limited to $87 million. In July 2012, PPL Electric and the subsidiary extended this agreement to September 2012 and reduced the capacity
to $100 million.

(b) 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 9% of the total committed capacity.

(c) The borrowing outstanding at June 30, 2012 was a USD-denominated borrowing of $174 million, which equated to £110 million at the time of
borrowing and bore interest at approximately 1.458%.

(d) In January 2012, \/PD (South West) entered into a new £245 million syndicated credit facility to replace its previous £210 million syndicated credit
facility. Under the new facility, WPD (South West) has the ability to make cash borrowings but cannot request the lenders to issue letters of credit.
WPD (South West) pays customary commitment fees under this facility, and borrowings bear interest at LIBOR-based rates plus a margin. The facility
contains fmancial covenants that require WPD (South West) to maintain an interest coverage ratio of not less than 3.0 times consolidated eamings
before income taxes, depreciation and amortization and total net debt not in excess of 85% of its RAy, in each case calculated in accordance with the
credit facility.

(e) At June 30, 2012, the U.S. dollar equivalent of unused capacity under WPD’s conmsifled credit facilities was approximately $1.4 billion. The
commitments under WPD’s credit facilities are provided by a diverse bank group with no one bank providing more than 16% of the total committed
capacity.

See Note 7 to the Financial Statements for further discussion of PPL’s credit facilities.

Commercial Paper

In February 2012, LG&E and KU each established a commercial paper program for up to $250 million to provide an
additional financing source to fund their short-term liquidity needs. Commercial paper issuances are supported by LG&E’s
and KU’s Syndicated Credit Facilities. LG&E and KU had no commercial paper outstanding at June 30, 2012.

In April 2012, PPL Energy Supply increased the capacity of its commercial paper program from $500 million to $750 million
to provide an additional fmancing source to fund its short-term liquidity needs, if and when necessary. Commercial paper
issuances are supported by PPL Energy Supply’s Syndicated Credit Facility. At June 30, 2012, PPL Energy Supply had $520
million of commercial paper outstanding, included in “Short-term debt” on the Balance Sheet, at a weighted-average interest
rate of approximately 0.48%.

in May 2012, PPL Electric increased the capacity of its commercial paper program from $200 million to $300 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. At June 30, 2012. PPL Electric had $195 million of
commercial paper outstanding. included in “Short-term debt” on the Balance Sheet, at a weighted-average interest rate of
approximately 0.49%.

Long-term Debt and Equity Securities

In April 2012. PPL made a registered underwritten public offering of 9.9 million shares of its common stock. In conjunction
with that offering, the underwriters exercised an option to purchase an additional 591 thousand shares of PPL common stock
solely to cover over-allotments.
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In connection with the registered public offering, PPL entered into forward sale agreements with two counterparties covering
the 9.9 million shares of PPL’s common stock. Settlement of these initial forward sale agreements will occur no later than
April 2013. As a result of the underwriters exercise of the overallotment option, PPL entered into additional forward sale
agreements covering the additional 591 thousand shares of common stock. Settlement of the subsequent forward sale
agreements will occur in July 2013. Upon any physical settlement of any forward sale agreement, PPL will issue and deliver
to the forward counterparties shares of its common stock in exchange for cash proceeds per share equal to the forward sale
price. The forward sale price will be calculated based on an initial forward price of $27.02 per share reduced during the
period the contracts are outstanding as specified in the forward sale agreements. PPL may, in certain circumstances, elect
cash settlement or net share settlement for all or a portion of its rights or obligations under the forward sale agreements.

PPL will not receive any proceeds or issue any shares of common stock until settlement of the forward sale agreements. PPL
intends to use any net proceeds that it receives upon settlement to repay short-term debt obligations and for other general
corporate purposes.

The forward sale agreements will be classified as equity transactions. As a result, no amounts will be recorded in the
consolidated fmancial statements until the settlement of the forward sale agreements. Prior to those settlements, the only
impact to the fmancial statements will be the inclusion of incremental shares within the calculation of diluted EPS using the
treasury stock method.

In April 2012, an indirect, wholly owned subsidiary of PPL Energy Supply completed the fronwood Acquisition. See Note 8
for information on the transaction and the debt of PPL Ironwood, LLC assumed through consolidation as part of the
acquisition.

In April 2012, WPD (East Midlands) issued £100 million aggregate principal amount of 5.25% Senior Notes due 2023.
WPD (East Midlands) received proceeds of approximately £111 million, which equated to $178 million at the time of
issuance, net of underwriting fees. The net proceeds were used for general corporate purposes.

In June 2012. LICE completed an exchange of all its outstanding 4.375% Senior Notes due 2021 issued in September 2011 in
a transaction not registered under the Securities Act of 1933, for similar securities that were issued in a transaction registered
with the SEC. See Note 7 in PPLs and LKE’s 2011 Form 10-K for additional information.

In June 2012, PPL Capital funding issued 5400 million of 4.20% Senior Notes due 2022. The notes may be redeemed at
PPL Capital funding’s option any time prior to maturity at make-whole redemption prices. PPL Capital funding received
proceeds of $396 million, net of a discount and underwriting fees, that will be used for general corporate purposes.

In June 2012, PPL Electric redeemed all 2.5 million shares of its 6.25% Series Preference Stock, par value $]00 per share.
The price paid for the redemption was the par value, without premium ($250 million in the aggregate). At December 31,
2011, the preference stock was reflected in “Noncontrolling Interests” on PPLs Balance Sheet.

In July 2012, PPL Capital Funding gave notice of its election to redeem at par on August 14, 2012, together with interest
accrued to the redemption date, the entire $99 million outstanding principal amount of its 6.85% Senior Notes due 2047.

See Note 7 in PPLs 2011 form 10-K for information on the 2011 Bridge Facility, 2011 Equity Units and the April 2011
issuance of common stock.

Common Stock Dividends

In May 2012, PPL declared its quarterly common stock dividend, payable July 2, 2012, at 36.0 cents per share (equivalent to
$1.44 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 Actions

Moody’s, S&P and Fitch periodically review the credit ratings on the debt 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
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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.

As a result of the passage of the Dodd-Frank Act, 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 rating 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.

The rating agencies took the following actions related to PPL and its subsidiaries:

In January 2012, S&P affirmed its rating and revised its outlook for PPL Montana’s Pass Through Certificates due 2020.

In February 2012, Fitch assigned ratings to the two newly established commercial paper programs for LG&E and KU.

In March 2012, Moody’s affirmed the following ratings:
• the long-term ratings of the First Mortgage Bonds for LG&E and KU;
• the issuer ratings for LG&E and KU; and
• the bank loan ratings for LG&E and KU.

Also in March 2012, Moody’s and S&P each assigned short-term ratings to the two newly established commercial paper
programs for LG&E and KU.

In March and May 2012, Moody’s. S&P and Fitch affirmed the long-term ratings for LG&E’s 2003 Series A and 2007 Series
B pollution control bonds.

Following the announcement of the then-pending acquisition of ABS Ironwood, L.L.C. in February 2012, the rating agencies
took the following actions:
• In March 2012, Moody’s placed ABS Ironwood, L.L.C.’s senior secured bonds under review for possible ratings upgrade.
• In April 2012. S&P affirmed the rating of ABS fronwood, L.L.C.’s senior secured bonds.

In May 2012, Fitch downgraded its rating and revised its outlook for PPL Montana’s Pass Through Certificates due 2020.

In June 2012, Fitch assigned a rating and outlook to PPL Capital funding’s Senior Notes.

Ratings Triggers

PPL and PPL Energy Supply 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 that require PPL and PPL Energy Supply to post additional collateral or
permit the counterparty to terminate the contract, if PPL’s orPPL Energy Supply’s 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 June 30, 2012. At June 30, 2012, if PPL’s and its subsidiaries’ credit ratings had been below investment grade,
PPL would have been required to prepay or post an additional $531 million of collateral to counterparties 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

Capital expenditure plans are revised periodically to reflect changes in operational, market and regulatory conditions. PPL
has lowered its projected capital spending for 2012 by approximately $325 million from the previously disclosed $3.8 billion
projection included in PPL’s 2011 Form 10-K. The lower projected capital spending is due mainly to the terminated
Bluegrass CT acquisition discussed in Notes 6 and $ to the Financial Statements and the status of environmental projects.

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 2011 Fonn 10-K.
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Risk Management

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 contracts. 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 fair value of economic positions at June 30,
2012 and December 31, 2011 was a net asset/(liability) of $796 million and $(63) million. The change in fair value is largely
attributable to the dedesignation of cash flow hedges that are now classified as economic hedges. See Note 14 to the
Financial Statements for additional information.

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 fmancial exchange-traded and over-the-counter contracts. PPL’s non-trading commodity derivative contracts
mature at various times through 2019.

The following table sets forth the change in net fair value of PPL’s non-trading commodity derivative contracts for the
periods ended June 30. See Notes 13 and 14 to the Financial Statements for additional information.

Gains (Losses)
Three Months Six Months

2012 2011 2012 2011

Fair value of contracts outstanding at the beginning of the period $ 1,215 $ 997 $ 1,082 $ 947
Contracts realized or otherwise settled during the period (261) (85) (540) (128)
Fair value of new contracts entered into during the period (a) 13 31 12 15
Other changes in fair value (6) (49) 407 60
Fair value of contracts outstanding at the end of the period $ 961 $ 894 $ 961 S 894

(a) Represents the fair value of contracts at the end of the quarter of their inception.

The following table segregates the net fair value of PPL’s non-trading commodity derivative contracts at June 30, 2012, based
on the level of observability of the infommtion used to determine the fair value.

Net Asset (Liahility)
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 $ 703 $ 237 $ (21) $ 8 $ 927
Prices based on significant unobservable inputs 21 9 4 34
Fair value of contracts outstanding at the end of the period $ 724 $ 246 $ (17) $ 8 $ 961

PPL sells electricity, capacity and related sen’ices 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 counterpamties (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. In connection with its bankruptcy proceedings, a significant counterparty,
SMGT, had been purchasing lower volumes of electricity than prescribed in the contract and effective April 1, 2012 the
contract was terminated. At this time, PPL Energy Supply cannot predict the prices or other terms on which it will be able to
market to third parties the power that SMGT will not purchase from PPL EnergyPlus due to the termination of this contract.
See Note 10 to the Financial Statements for additional information.

Commodity Price Risk (Trading)

PPLs trading commodity derivative contracts mature at various times through 2017. The following table sets forth changes
in the net fair value of PPL’s trading commodity derivative contracts for the periods ended June 30. See Notes 13 and 14 to
the Financial Statements for additional information.

Gains (Losses)
Three Months Six Months

2012 2011 2012 2011

Fair value of contracts outstanding at the beginning of the period $ 2 $ 7 $ (4) $ 4
Contracts realized or otherwise settled during the period (1) 1 (1) 3
Fair value of new contracts entered into during the period (a) (1) 5 5 8
Other changes in fair value 17 2 17

______________

Fair value of contracts outstanding at the end of the period $ 17 $ 15 $ 17 $ 15

(a) Represents the fair value of contracts at the end of the quarter of their inception.

Unrealized gains 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 June 30, 2012, based on the
level of observability of the information used to determine the fair value.

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 S 8 $ $ 5 1

_____________

S 17
Fair value of contracts outstanding at the end of the period 5 8 S $ 5 1 $ 17

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
Six Months Twelve Months Six Months Twelve Months

Ended Ended Ended Ended
June 30, December 31, June 30, December 31,

2012 2011 2012 2011
95% Confidence Level, Five-Day Holding Period

Period End $ 5 $ 1 $ 11 $ 6
Average for the Period 2 3 9 5
High 5 6 11 7
Low 1 1 7 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
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absence of reliable spot and forward markets. The fair value of the non-trading and trading FTR positions was insignificant
at June 30, 2012.

Interest Rate Risk

PPL and its subsidiaries issue debt to fmance theft 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 June 30, 2012, PPL’s potential annual exposure to increased interest expense, based on a 10% increase in interest rates,
was not significant.

PPL is also exposed to changes in the fair value of its domestic and international debt portfolios. PPL estimated that a 10%
decrease in interest rates at June 30, 2012 would increase the fair value of its debt portfolio by $601 million.

At June 30, 2012, 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) $ 300 S (15) $ (6)
Cross-currency swaps (d) 1,262 68 (177)

Fair value hedges
Interest rate swaps (e) 99 1

Economic hrdges
Interest rate swaps (0 179 (62) (3)

(a) Includes accrued interest, if applicable.
(h) Effects of adverse movements decrease assets or increase liahthties, as applicable, which could result in an asset becoming a liability.
(c) 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 fmancing. 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. The changes in fair
value of these instruments are then reclassified into eamings in the same period during which the item being hedged affects eamings. Sensitivities
represents 10% adverse movement in interest rates. The positions outstanding at June 30, 2012 mature through 2023.

(d) PPL WEM. through PPL, and PPL WW use cross-currency swaps to hedge the interest payments and principal of their U.S. dollar-denominated senior
notes. 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 eamings in the same period during which the item being hedged affects esmings. Sensitivities represent a 10% adverse movement
in both interest rates and foreign currency exchange rates. The positions outstanding at June 30, 2012 mature through 2028.

(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, ss well as the offsetting change in the value of the hedged exposure of the debt, is reflected in eamings. Sensitivities represent a
10% adverse movement in interest rates. in July 2012, these contracts were canceled without penalties by the counterparties.

(I) 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 fmsncing. While PPL is exposed
to changes in the fair value of these instruments, any realized changes in the fair value of such economic hedges are recoverable through regulated rates
and any subsequent changes in fair value of these derivatives are included in regulatory assets or liabilities. Sensitivities represent a 10% adverse
movement in interest rates. The positions outstanding at June 30, 2012 mature through 2033.

Foreign Currency Risk

PPL is exposed to foreign currency risk, primarily through investments in U.K. affiliates. In addition, PPL’s domestic
operations may make purchases of equipment in currencies other than U.S. dollars.

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 fmancial instruments to protect against foreign cusTency translation risk of expected earnings.
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At June 30, 2012, PPL had the following foreign cunency 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) £ 96 $ 3 $ (15)
Economic hedges (c) 1,022 12 (153)

a) Effects of adverse movements decrease assets or rncrease 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. The positions outstanding at June 30,

2012 mature through 2013. Excludes the amount of an intercompany loan classified as a net investment hedge. See Note 14 to the Financial
Statements for additional information.

(c) To economically 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 positions outstanding at June 30, 2012 mature through 2014.

NDT Funds - Securities Price Risk

lii connection with certain NRC requirements, PPL Susquehanna maintains trust funds to fund certain costs of
decommissioning the PPL Susquehanna nuclear plant (Susquehanna). At June 30, 2012, these funds were invested primarily
in domestic equity securities and fixed-rate, fixed-income securities and are reflected at fair value on the 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 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 June 30, 2012, 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 NUT 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 2011 Form 10-K for additional information.

Foreign Currency Translation

The value of the British pound sterling fluctuates in relation to the U.S. dollar. Changes in these exchange rates resulted in a
foreign currency translation loss of $104 million for the six months ended June 30, 2012, which primarily reflected a $196
million redttction to PP&E offset by a reduction of $92 million to net liabilities. Changes in these exchange rates resulted in
a foreign currency translation gain of $162 million for the six months ended June 30, 2011, which primarily reflected a $336
million increase to PP&E offset by an increase of $174 million to net liabilities. The impact of foreign currency translation is
recorded in AOCI.

Related Party Transactions

PPL is not aware of any material ownership interests or operating responsibility by senior management of PPL, PPL Energy
Supply, PPL Electric, LKE, LG&E or KU 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 $ to the Financial Statements for information on the April 2012 Ironwood Acquisition and LG&E’s and KU’s June
2012 tennination of the asset purchase agreement for the Bluegrass CTs.

See Note 10 to the Financial Statements in PPL’s 2011 Form 10-K and Note $ to the financial Statements for information on
PPL’s April 2011 acquisition of WPD Midlands.
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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

Extensive federal, state and local environmental laws and regulations are applicable to PPL’s air emissions, water discharges
and the management of hazardous and solid waste, among other areas; and the cost of compliance or alleged non-compliance
cannot be predicted with certainty but could be material. In addition, costs may increase significantly if the requirements or
scope of environmental laws or regulations, or similar rules, are expanded or changed by the relevant regulatory agencies.
Costs may take the form of increased capital or operating and maintenance expenses; monetary fmes, penalties or other
restrictions. Many of these environmental law considerations are also applicable to the operations of key suppliers, or
customers, such as coal producers and industrial power users, and may impact the cost of their products or theft demand for
PPLs services. See Note 10 to the financial Statements in this Form l0-Q and “Item 1. Business - Environmental Matters”
in PPL’s 2011 Form 10-K for a discussion of environmental matters.

New Accounting Guidance

See Notes 2 and 18 to the Financial Statements for a discussion of new accounting guidance adopted and pending adoption.

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 fmancial condition or
results of operations, and require estimates or other judgments of matters inherently uncertain: price risk management,
defmed 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 2011 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

The following should be read in conjunction with PPL Energy Supply’s Condensed Consolidated financial Statements and
the accompanying Notes and with PPL Energy Supply’s 2011 Form 10-K. Capitalized terms and abbreviations are defmed in
the glossary. Dollars are in millions, unless otherwise noted.

“Management’s Discussion and Analysis of Financial Condition and Results of Operations” includes the following
information:

• “Overview” provides a description of PPL Energy Supply and its business strategy, a summary of Net Income
Attributable to PPL Energy Supply and a discussion of certain events related to PPL Energy Supply’s results of
operations and fmancial condition.

• “Results of Operations” provides a summary of PPL Energy Supply’s earnings and a description of factors expected
to impact future earnings. This section ends with explanations of significant changes in principal items on PPL
Energy Supply’s Statements of Income, comparing the three and six months ended June 30, 2012 with the same
periods in 2011.

• “Financial Condition - Liquidity and Capital Resources” provides an analysis of PPL Energy Supply’s liquidity
position and credit profile. This section also includes a discussion of rating agency actions.

• “Financial Condition - Risk Management” provides an explanation of PPL Energy Supply’s risk management
programs relating to market and credit risk.

Overview

Introduction

PPL Energy Supply is an energy company with headquarters in Allentown, Pennsylvania. Through its subsidiaries, PPL
Energy Supply is primarily engaged in the generation and marketing of electricity in two key markets - the northeastern and
northwestern U.S.

Business Strategy

PPL Energy Supply’s overall strategy is to achieve disciplined optimization of energy supply margins while mitigating
volatility in both cash flows and earnings. More specifically, PPL Energy Supply’s strategy is to optimize the value from its
competitive generation and marketing portfolio. PPL Energy Supply endeavors to do this by matching energy supply with
load, or customer demand, under contracts of varying durations with creditworthy counterparties to capture profits while
effectively managing exposure to energy and fuel price volatility, counterparty credit risk and operational risk.

To manage fmancing costs and access to credit markets, a key objective of PPL Energy Supply’s business is to maintain a
strong credit profile. PPL Energy Supply continually focuses on maintaining an appropriate capital structure and liquidity
position. In addition, PPL Energy Supply has financial and operational risk management programs that, among other things,
are designed to monitor and manage its exposure to earnings and cash flow volatility related to changes in energy and fuel
prices, interest rates. counterparty credit quality and the operating performance of its generating units.

Financial and Operational Developments

Net Income Attributable to PPL Energy Supply

Net Income Attributable to PPL Energy Supply for the three and six months ended June 30, 2012 was $19 million and $328
million compared to $89 million and $303 million for the same periods in 2011 representing a 79% decrease and an 8%
increase over the same periods in 2011.

See “Results of Operations” for details of special items and analysis of the consolidated results of operations.
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Economic and Market Conditions

Unregulated gross energy margins associated with PPL Energy Supply’s competitive generation and marketing business are
impacted by changes in market prices and demand for electricity and natural gas, power plant availability, competition in the
markets for retail customers, fuel costs and availability, fuel transportation costs and other costs. Current depressed
wholesale market prices for electricity and natural gas have resulted from general weak economic conditions and other
factors, including the impact of expanded domestic shale gas development. As a result of these factors, PPL Energy Supply
has experienced a shift in the dispatching of its competitive generation from coal-fired to combined-cycle gas-fired
generation as illustrated in the following table:

Average Utilization Factors (a)
2009-2011 YTU 2012

Pennsylvania coal plants 90% 63%
Montana coal plants 83% 50%
Combined-cycle gas plants 64% 96%

(a) All periods reflect the six months ending June 30.

This reduction in coal-fired generation output has resulted in a surplus of coal inventory at certain of PPL Energy Supply’s
Pennsylvania coal plants. To mitigate the risk of exceeding available coal storage, PPL Energy Supply incurred pre-tax
charges of $12 million during the six months ended June 30, 2012 to reduce its 2012 contracted coal deliveries. Because coal
purchases may also exceed expected fuel needs for 2013, PPL Energy Supply continues to manage its coal inventory to
mitigate the fmancial impact and physical implications of an oversupply, including, but not limited to, contract modifications
to reduce 2013 coal deliveries.

In addition, current economic and commodity market conditions indicated a lower value of unhedged future energy margins
(primarily in 2014 and forward years) compared to the hedged energy margins in 2012. As has been PPL Energy Supply’s
practice in periods of changing business conditions, PPL Energy Supply continues to review its future business and
operational plans, including capital and operation and maintenance expenditures, as well as its hedging strategies.

PPL Energy Supply’s businesses are also subject to extensive federal, state and local environmental laws, rules and
regulations. PPL Energy Supply’s competitive generation assets are well positioned to meet these requirements. See Note 15
to the financial Statements in PPL Energy Supply’s 2011 form JO-K for additional information on these requirements.

In light of these economic and market conditions, as well as current and projected environmental regulatory requirements,
PPL Energy Supply considered whether certain of its generating assets were impaired, and determined that no impairment
charges were required at June 30, 2012. PPL Energy Supply is unable to predict whether future environmental requirements
or market conditions will result in impaimlent charges or retirements.

PPL Energy Supply and its subsidiaries may also be impacted in future periods by the uncertainty in the worldwide financial
and credit markets partially caused by the European sovereign debt crisis. In addition. PPL Energy Supply may be impacted
by reductions in the credit ratings of financial institutions and evolving regulations in the financial sector. Collectively, these
factors could reduce availability or restrict PPL Energy Supply and its subsidiaries ability to maintain sufficient levels of
liquidity, reduce capital market activities, change collateral posting requirements and increase the associated costs to PPL
Energy Supply and its subsidiaries.

PPL Energy Supply cannot predict the future impact that these economic and market conditions and regulatory requirements
may have on its financial condition or results of operations.

Ironwood Acquisition

In April 2012, an indirect, wholly owned subsidiary of PPL Energy Supply completed the acquisition of the equity interests
in the owner and operator of the ironwood facility. The Ironwood facility began operation in 2001 and, since 2008, PPL
EnergyPlus has supplied natural gas for the operation of the Ironwood Facility and received the facility’s full electricity
output and capacity value pursuant to a tolling agreement that expires in 2021. The acquisition provides PPL Energy Supply.
through its subsidiaries, operational control of additional combined-cycle gas generation in PIM. See Note 8 to the financial
Statements for additional information.
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Bankruptcy of SMGT

In October 2011, SMGT, a Montana cooperative and purchaser of electricity under a long-term supply contract with PPL
EnergyPlus expiring in June 2019 (SMGT Contract), filed for protection under Chapter 11 of the U.S. Bankruptcy Code in
the U.S. Bankruptcy Court for the District of Montana. At the time of the bankruptcy filing, SMGT was PPL EnergyPlus’
largest unsecured credit exposure.

The SMGT Contract provided for fixed volume purchases on a monthly basis at established prices. Pursuant to a court order
and subsequent stipulations entered into between the SMGT bankruptcy trustee and PPL EnergyPlus, since the date of its
Chapter 11 filing through January 2012, SMGT continued to purchase electricity from PPL EnergyPlus at the price specified
in the SMGT Contract, and made timely payments for such purchases, but at lower volumes than as prescribed in the SMGT
Contract. In January 2012, the trustee notified PPL EnergyPlus that SMGT would not purchase electricity under the SMGT
Contract for the month of February. In March 2012, the U.S. Bankruptcy Court for the District of Montana issued an order
approving the request of the SMGT bankruptcy trustee and PPL EnergyPlus to terminate the SMGT Contract. As a result,
the SMGT Contract was terminated effective April 1,2012, allowing PPL EnergPlus to resell the electricity previously
contracted to SMGT under the SMGT Contract to other customers.

PPL EnergvPlus’ receivable under the SMGT Contract totaled approximately $22 million at June 30, 2012, which has been
frilly reserved. No assurance can be given as to the collectability of the receivable.

In July 2012, PPL EnergyPlus filed its proof of claim in the SMGT bankruptcy proceeding. The total claim is approximately
$375 million, predominantly an unsecured claim representing the value for energy sales that will not occur as a result of the
termination of the SMGT Contract.

PPL Energy Supply cannot predict any amounts that it may recover in connection with the SMGT bankruptcy or the prices
and other terms on which it will be able to market to third parties the power that SMGT will not purchase from PPL
EnergyPlus due to the termination of the SMGT Contract.

Results of Operations

The following discussion provides a summary of PPL Energy Supply’s earnings and a description of 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 and six months ended
June 30, 2012 with the same periods in 2011.

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

Earnings

Net Income Attributable to PPL Energy Supply for the periods ended June 30 was:

Three Months Six Months
2012 2011 2012 2011

Net Income Attributable to PPL Energy Supply 5 19 $ $9 $ 32$ $ 303

The changes in the components of Net Income Attributable to PPL Energy Supply between these periods were due to the
following factors, which reflect reclassifications for items included in unregulated gross energy margins and certain items
that management considers special. See additional detail of these special items in the tables below.

Three Months Six Months

Unregulated gross energy margins $ ($7)
Other operation and maintenance $ (10) (16)
Depreciation (9) (14)
Other Income (Expense) - net (1) (10)
Interest Expense 7 16
Other (2) (3)
Income Taxes 6 65
Discontinued operations, after-tax 3
Special items, after-tax (61) 71
Total $ (70) S 25
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• See ‘Statement of hicome Analysis - Unregulated Gross Energy Margins - Changes in Non-GAAP financial Measures”
for an explanation of Unregulated Gross Energy Margins.

• Higher other operation and maintenance expense for the three-month period primarily due to $11 million of higher costs
at PPL Susquehanna, including refueling outage costs, payroll-related costs and timing of projects, and $7 million from
higher system-related costs and timing of projects, partially offset by $8 million of trademark royalties with an affiliate
in 2011 for which the agreement was terminated December 31, 2011.

Higher other operation and maintenance expense for the six-month period primarily due to $17 million of higher costs at
PPL Susquehanna, including refueling outage costs, payroll-related costs and timing of projects, and $14 million from
higher system-related costs and timing of projects, partially offset by $17 million of trademark royalties with an affiliate
in 2011 for which the agreement was terminated December 31, 2011.

• Higher depreciation expense for the three and six-month periods due to the impact of PP&E additions.

• Lower other income (expense) - net for the six-month period primarily due to lower earnings on securities in the NOT
funds.

• Lower interest expense for the three and six-month period, reflecting a $5 million and $10 million impact of lower
interest rates, as a result of the redemption of 7.00% Senior Unsecured Notes in July 2011.

• Lower income taxes for the six-month period primarily due to lower pre-tax income, which reduced income taxes by $48
million. The six-month period was also lower due to an $11 million deferred tax benefit from a state tax rate adjustment
recorded in 2012 and $6 million of Pennsylvania net operating loss valuation allowance adjustments recorded in 2011,
driven primarily by the impact of bonus depreciation.

The following after-tax amounts, which management considers special items, also impacted the results during the periods
ended June 30.

Income Statement Three Months Six Months
Lineltem 2012 2011 2012 2011

Special items gains (losses), net of tax (expense) benefit:
Adjusted energy-related economic activity, net, net of tax of $23, $2, ($79), ($10) (a) $ (32) $ (3) $ 118 $ 14
Impairments:

Emission allowances, net of tax of $0, $0, $0, $1 Other O&M (1)
Renewable energy credits, net of tax of $0, $0, $0, 52 Other O&M (2)
Adjustments - nuclear decommissioning trust investments, net of tax of (S I), SO, ($2), ($1) Other Income-net I

LKE acquisition-related adjustments:
Sale of certain non-core generation facilities, net of tax of $0, $1, $0, $0 Disc. Operations (2) (3)

Other:
Montana hydroelectric litigation, net of tax of $0, $0, $0, $1 Interest Expense (1) (1)
Litigation settlement - spent nuclear fuel storage. net of tax of $0, ($21), $0, ($21) (b) fuel 29 29
Counterparty bankruptcy, net of tax of $0, SO, $5, $0 (c) Other O&M (6)
Wholesale supply cost reimbursement, net of tax of $0, $0, $0, $0 (d) 1 1
Ash basin leak remediation adjustment, net of tax of $0, $0, ($1), $0 Other O&M 1
Coal contract modification payments, net of tax of $5, $0, $5, $0 (e) Fuel (7)

________

(7)

________

Total 5 (38) $ 23 $ 10$ S 37

(a) See “Reconciliation of Economic Activity” below.
(b) lii May 2011, PPL Susquehanna entered into a settlement agreement with the U.S. Government relating to PPL Susquehanna’s lawsuit, seeking

damages for the Department of Energy’s failure to accept spent nuclear fuel from the PPL Susquehanna plant. PPL Susquehanna recorded credits to
fuel expense to recognize recovery, under the settlement agreement, of certain costs to store spent nuclear fuel at the Susquehanna plant. This special
item represents amounts recorded in 201110 cover the costs incurred from 1998 through September 2009.

(c) In October 2011, a wholesale customer, SMGT, filed for bankruptcy protection under Chapter 11 of the U.S. Bankruptcy code. In 2012, PPL
EneroyPlus recorded an additional allowance for unpaid amounts under the long-term power contract. In March 2012, the US. Bankruptcy Court for
the District of Montana approved the request to terminate the contract, effective April 1,2012.

(d) Recorded in”Wholesale energy marketing - Realized” on the Statement of Income.
(e) As a result of lower electricity and natural gas prices, coal unit runtimes have decreased. Contract modification paytnents were incurred to reduce the

contracted coal quantities scheduled for delivery.
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Reconciliation ofEconomic Activity

The following table reconciles unrealized pre-tax gains (losses) for the periods ended June 30, 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 Six Months
2012 2011 2012 2011

Operating Revenues
Unregulated retail electric and gas $ (12) $ 1 $ (2) $ 5
Wholesale energy marketing (458) (44) 394 13

Operatrng Expenses
Fuel (16) (11) (14) 12
Energy Purchases 442 109 (149) 127

Energy-related economic activity (a) (44) 55 229 157
Option premiums (b) 1 6 1 11
Adjusted energy-related economic activity (43) 61 230 16$
Less: Economic activity realized, associated with the monetization of

certain full-requirement sales contracts in 2010 12 66 33 144

Adjusted energy-related economic activity, net, pre-tax $ (55) $ (5) $ 197 $ 24

Adjusted energy-related economic activity, net, after-tax $ (32) $ (3) $ 118 $ 14

(a) See Note 14 to the Financial Statements for additional infonnation.
(b) Adjustment for the net deferral and amortization of option premiums over the delivery period of the item that was hedged or upon realization. Option

premiums are recorded fr’ Wholesale energy marketing - Realized” and “Energy purchases - Realized” on the Statements of Income.

Outlook

Excluding special items, PPL Energy Supply projects lower earnings in 2012 compared with 2011, primarily driven by lower
energy margins as a result of lower energy and capacity prices, higher fuel costs, higher operation and maintenance expense,
and higher depreciation. See “Overview” for a discussion on economic and market conditions.

Earnings in 2012 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
Energy Supply’s 2011 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
fmancial measure. “Unregulated Gross Energy Margins.” “Unregulated Gross Energy Margins” is a single fmancial
performance measure of PPL Energy Supply’s competitive energy non-trading and trading activities. In calculating this
measure, PPL Energy Supply’s energy revenues, which include operating revenues associated with certain PPL Energy
Supply businesses that are classified as discontinued operations, are offset by the cost of fuel, energy purchases, certain other
operation and maintenance expenses, primarily ancillary charges, gross receipts tax, which is recorded in “Taxes, other than
income,” and operating expenses associated with certain PPL Energy Supply businesses that are classified as discontinued
operations. 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. This performance measure includes PLR revenues from energy sales to PPL
Electric by PPL EnergyPlus, which are recorded in “Wholesale energy marketing to affiliate” revenue. PPL Energy Supply
excludes fi-om “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 qualif’ing cash flow
hedges, the monetization of certain full-requirement sales contracts and premium amortization associated with options. This
economic activity is defeired. with the exception of the full-requirement sales contracts that were monetized, and included in
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“Unregulated Gross Energy Margins” over the delivery period that was hedged or upon realization. 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. 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 PPLs Board
of Directors to manage PPL Energy Supply’s operations, analyze actual results compared with budget and measure certain
corporate fmancial goals used in determining variable compensation.

Reconciliation of Non-GAAP Financial Measures

The following table reconciles “Operating Income” to “Unregulated Gross Energy Margins” as defined by PPL Energy
Supply for the periods ended June 30.

2012 Three Months 2011 Three Months
Unregulated Unregulated
Gross Energy Operating Gross Energy Operating

Margins Other (a) Income (b) Margins Other (a) Income (b)

Operating Revenues
Wholesale energy marketing

Realized $ 1,075 $ $ (c) $ 1,083 $ 716 $ 16 (c) $ 732
Unrealized economic activity (458) (d) (458) (44) (d) (44)

Wholesale energy marketing
to affiliate 17 17 4 4

Unregulated retail electric and gas 192 (12) 180 180 7 181
Net energy trading margins 10 10 10 10
Energy-relatedbusinesses

______________

112 112

______________

114 114
Total Operating Revenues 1,294 (350) 944 910 87 997

Operating Expenses
fuel 170 26 (e) 196 250 (42) (e) 208
Energy purchases

Realized 617 18 (c) 635 150 76 (c) 226
Unrealized economic activity (442) (d) (442) (109) (d) (109)

Energy purchases from affiliate 1
Other operation and maintenance 7 287 294 9 279 288
Depreciation 69 69 60 60
Taxes, other than income 7 10 17 7 9 16
Energy-relatedbusinesses 109 109 112 112

Total Operating Expenses 801 77 $78 417 385 802
Total $ 493 5 (427) $ 66 5 493 $ (298) $ 195

2012 Six 1Iontlis 2011 Six Months
Unregulated Unregulated
Gross Energy Operating Gross Energy Operating

Margins Other (a) Income (b) Margins Other (a) Income (b)

Operating Revenues
Wholesale energy marketing

Realized $ 2,279 $ 12 (c) $ 2,291 $ 1,738 $ 32 (c) $ 1,770
Unrealized economic activity 394 (d) 394 13 (d) 13

Wholesale energy marketing
to affiliate 38 38 10 10

Unregulated retail electric and gas 406 (2) 404 323 5 328
Net energy trading margins 18 1$ 21 21
Energy-related businesses

______________

208 208

______________

224 224
Total Operating Revenues 2,741 612 3,353 2,092 274 2,366

Operating Expenses
fuel 385 22 fe) 407 534 (66) (e) 468
Energy purchases

Realized 1,251 43 (c) 1,294 377 163 (c) 540
Unrealized economic activity 149 (d) 149 (127) (d) (127)

Energy purchases from affiliate 1 1 2 2
Other operation and maintenance II 538 549 13 520 533
Depreciation 133 133 119 119
Taxes, other than income 16 19 35 14 1$ 32
Energy-related businesses

______________

201 201 220 220
Total Operating Expenses 1,664 1,105 2,769 940 847 1,787

Discontinued Operations

______________ __________________

12 (12) (0

______________

Total S 1,077 S (493) $ 584 $ 1.164 $ (585) S 579
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(a) Represents amounts excluded ftom Margins.
(b) As reported on the Statements of Income.
(c) Represents energy-related economic activity as described in” Commodity Price Risk (Non-trading) - Economic Activity within Note 14 to the

financial Statements. for the three and six months ended June 30, 2012, ‘Wholesale energy marketing - Realized” and “Energy purchases - Realized”
include net pre-tax losses of $12 million and $33 related to the monetization of certain frill-requirement sales contracts and net pre-tax gains of $1
million and $1 million related to the amortization of option premiums. The three and six months ended June 30, 2011 include net pre-tax losses of $66
million and $144 million related to the monetization of certain frill-requirement sales contracts and net pre-tax gains of $6 million and $11 million
related to the amortization of option premiums.

(d) Represents energy-related economic activity, which is subject to fluctuations in value due to market price volatility, as described ft’ Commodity Price
Risk (Non-trading) - Economic Activity” within Note 14 to the financial Statements.

(e) Includes economic activity related to fuel as described in” Commodity Price Risk (Non-trading) - Economic Activity” within Note 14 to the Financial
Statements. The three and six months ended June 30, 2012, includes a pre-tax loss of $12 million related to coal contract modification payments. The
three and six months ended June 30,2011 includes a pre-tax credit of $50 million for the spent nuclear fuel litigation settlement.

(f) Represents the net of certain revenues and expenses associated with certain businesses that are classified as discontinued operations. These revenues
and expenses are not reflected in” Operating Income” on the Statements of Income.

Changes in Non-GAAP Financial Measures

Unregulated Gross Energy Margins are generated through PPL Energy Supply’s competitive non-trading and trading
activities. PPL Energy Supply’s non-trading energy business is managed on a geographic basis that is aligned with its
generation fleet. The following table shows PPL Energy Supply’s non-GAAP fmancial measure, Unregulated Gross Energy
Margins, for the periods ended June 30, as well as the change between periods. The factors that gave rise to the changes are
described below the table.

Three Months Six Months
2012 2011 Change 2012 2011 Change

Non-trading
Eastern U.S. $ 407 $ 395 $ 12 $ $96 $ 972 $ (76)
WestemU.S. 76 88 (12) 163 171 (8)

Net energy trading 10 10

___________

1$ 21 (3)
Total $ 493 S 493 $ $ 1,077 $ 1.164 $ (87)

Eastern US.

The changes in non-trading margins for the periods ended June 30, 2012 compared with 2011 were due to:

Three Months Six Months

Baseload energy and capacity prices (a) $ (51) $ (137)
Intermediate and peaking energy and capacity (b) (5) (26)
Full-requirement sales contracts (9) (14)
Impact of non-core generation facilities sold in the first quarter of 2011 (12)
bonwood Acquisition which eliminates tolling expense (c) 13 13
Net coal and hydroelectric unit availability (d) 9 19
Nuclear generation volume (e) 57 82
Other (2) (1)

$ 12 $ (76)

(a) Energy prices and capacity prices were lower in both periods of 2012.
(b) Capacity prices were lower in both periods of 2012.
(c) See Note 8 to the financial Statements for additional information.
(d) Coal unit availability was higher in both periods allowing the capture of additional margins.
(e) For the three and six month periods, volumes were higher due to a shorter outage period for blade inspections and an uprate in the third quartet of 2011.

for the six month period, volumes were also higher due to an unplanned outage in March 2011.

Western US.

Non-trading margins for the three and six months ended June 30, 2012. compared with the same periods in 2011 were lower
primarily due to $14 million related to the bankruptcy of SMGT.
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Other Operation and Maintenance

The increase (decrease) in other operation and maintenance expense for the periods ended June 30, 2012 compared with
2011 was due to:

Three Months Six Months
Susquehanna nuclear plant costs (a) S 11 $ 17
Uncollectible accounts (b) 11
Costs at Western fossil and hydroelectric plants (3) (5)
Trademark royalties (c) (8) (17)
Corporate service costs (d) 7 14
Other (1) (4)
Total $ 6 $ 16

(a) Primarily due to refueling outage costs, payroll-related costs and timing of projects.
(b) Tn October 2011, SMGT filed for bankruptcy protection under Chapter 11 of the U.S. Bankruptcy Code. The increase for the six-month period reflects

an $11 million increase to a reserve on unpaid amounts.
(c) In 2011, PPL Energy Supply was charged trademark royalties by an affiliate. The agreement was terminated December 31, 2011.
(d) Primarily due to systems-related costs and timing of projects.

Depreciation

The increase (decrease) in depreciation expense for the periods ended June 30, 2012 compared with 2011 was due to:

Three Months Six Months

Additions to PP&E $ 5 $ 10
bonwood Acquisition 4 4
Total $ 9 $ 14

Other Income (Expense) - net

The $8 million decrease in other income (expense) - net for the six months ended June 30, 2012 compared with 2011 was
primarily due to a $6 million decrease in earnings on securities in the NDT funds.

See Note 12 to the financial Statements for further details.

Interest Expense

The increase (decrease) in interest expense for the periods ended June 30, 2012 compared with 2011 was due to:

Three Months Six Months

Interest rates (a) $ (5) $ (10)
Debt balances (2) (5)
honwood Acquisition (Note 8) 4 4
Other (5) (7)
Total $ (8) $ (18)

(a) Long-term weighted average rates of 5.88% at June 30, 2012 compared with 6.24°/a at June 30, 2011.

Income Taxes

The increase (decrease) in income taxes for the periods ended June 30, 2012 compared with 2011 was due to:

Three Months Six Months
Higher (lower) pre-tax book income $ (50) $ 2
State valuation allowance adjustments (a) (6)
State deferred tax rate change (b) (11)
Total $ (50) S (15)
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(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 qualifiing assets in the
same year bonus depreciation is allowed for Federal tax purposes. Due to the decrease in projected taxable income related to bonus depreciation, PPL
Energy Supply recorded state deferred income tax expense during the six months ended June 30, 2011 related to valuation allowances.

(b) During the six months ended June 30, 2012, PPL Energy Supply recorded an adjustment related to state deferred tax liabilities.

See Note 5 to the Financial Statements for additional information on income taxes.

Financial Condition

Liquidity and Capital Resources

PPL Energy Supply had the following at:

June 30, 2012 December 31, 2017

Cash and cash equivalents $ 446 5 379
Short-tenn debt $ 520 $ 400

The $67 million increase in PPL Energy Supply’s cash and cash equivalents position was primarily the net result of:

• contributions from Member of $472 million;
• net cash provided by operating activities of $308 million;
• a net decrease in note receivable from affiliate of $198 million;
• a net increase in short-term debt of $120 million;
• distributions to Member of $657 million;
• capital expenditures of $316 million; and
• the Ironwood Acquisition for $84 million, net of cash acquired.

PPL Energy Supply’s cash provided by operating activities increased by $120 million for the six months ended June 30, 2012,
compared with 2011. This was primarily due to a $68 million decrease in defined benefit plan funding and a $104 million
increase in cash from components of working capital (primarily due to changes in counterparty collateral, partially offset by
changes in accounts receivable, unbilled revenue and accrued taxes).

Credit Facilities

PPL Energy Supply maintains credit facilities to provide liquidity and to backstop commercial paper issuances. At June 30,
2012, PPL Energy Supply’s total committed borrowing capacity under its credit facilities and the use of this borrowing
capacity were:

Letters of
Credit Issued

and
Committed Commercial Unused
Capacity Borrowed Paper Backstop Capacity

Syndicated Credit Facility $ 3,000 $ 662 $ 2,33$
Letter of Credit Facility 200 n/a 12$ 72
Total PPL Energy Supply Credit Facilities (a) $ 3,200 S 790 $ 2,410

(a) 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 conmatted capacity.

See Note 7 to the Financial Statements for further discussion of PPL Energy Supply’s credit facilities.

Commercial Paper

In April 2012, PPL Energy Suppty increased the capacity of its commercial paper program from $500 million to $750 million
to provide an additional financing source to fund its short-tenn liquidity needs, if and when necessary. Commercial paper
issuances are supported by PPL Energy Supply’s Syndicated Credit Facility. At June 30, 2012. PPL Energy Supply had $520
million of commercial paper outstanding. included in “Short-term debt” on the Balance Sheet. at a weighted-average interest
rate of approximately 0.48%.
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Long-term Debt Securities

• In April 2012, an indirect, wholly owned subsidiary of PPL Energy Supply completed the Ironwood Acquisition. See Note 8
to the Financial Statements for information on the transaction and the debt of PPL Ironwood, LLC assumed through
consolidation as part of the acquisition.

Rating Agency Actions

Moody’s, S&P rn-id 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
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.

As a result of the passage of the Dodd-Frank Act, 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 assignied 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 rating 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.

The rating agencies took the following actions related to PPL Energy Supply and its subsidiaries.

In January 2012, S&P affirmed its rating and revised its outlook for PPL Montana’s Pass Through Certificates due 2020.

Following the amiouncement of the then-pending acquisition of AES Ironwood, L.L.C. in February 2012, the rating agencies
took the following actions:

• In March 2012, Moody’s placed AES Ironwood, L.L.C.’s senior secured bonds under review for possible ratings upgrade.

• In April 2012, S&P affuined the rating of AES fronwood, L.L.C.’s senior secured bonds.

li-i May 2012, Fitch downgraded its rating and revised its outlook for PPL Montana’s Pass Through Certificates due 2020.

Ratings Triggers

PPL Energy Supply has 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 that require PPL Energy Supply to post additional collateral or permit the counterparty to terminate the contract, if
PPL Energy Supply’s 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 June 30, 2012. At June 30, 2012, if PPL
Energy Supply’s credit rating had been below investment grade, PPL Energy Supply would have been required to prepay or
post an additional $427 million of collateral to counterparties 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 2011 Form 10-K.
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Risk Management

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 competitive generation assets, full-requirement sales contracts and retail contracts. 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 fair value of economic positions at June 30, 2012 and December 31, 2011 was a net asset/(liability) of $796 million and
$(63) million. The change in fair value is largely attributable to the dedesignation of cash flow hedges that are now classified
as economic hedges. See Note 14 to the Financial Statements for additional information.

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 U.S. and enters into fmancial exchange-traded and over-the-counter contracts. PPL Energy Supply’s
non-trading commodity derivative contracts range in maturity through 2019.

The following table sets forth the changes in net fair value of PPL Energy Supply’s non-trading commodity derivative
contracts for the periods ended June 30. See Notes 13 and 14 to the Financial Statements for additional information.

Gains (Losses)
Three Months Six Months

2012 2011 2012 2011

fair value of contracts outstanding at the beginning of the period S 1,215 $ 998 S 1,082 $ 958Contracts realized or otherwise settled during the period (261) ($3) (540) (135)Fair value of new contracts entered into during the period (a) 13 32 12 15Other changes in fair value (6) (51) 407 58
Fair value of contracts outstanding at the end of the period $ 961 $ $96 $ 961 $ $96

(a) Represents the fair value of contracts at the end of the quarter of their inception.

The following table segregates the net fair value of non-trading commodity derivative contracts at June 30, 2012, based on
the level of observability of the information used to determine the fair value.

Net Asset (Liability)
Maturity Maturity

Less Titan 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 $ 703 $ 237 $ (21) S 8 $ 927Prices based on significant unobservable inputs 21 9 4 34
Fair value of contracts otttstanding at the end of the period $ 724 $ 246 $ (17) $ 8 $ 961

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 could 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, nonperfonnance by counterparties (or their own countetparties) with which it
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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 nonperfonnance in the future. In connection with its bankruptcy
proceedings, a significant counterparty, SMGT, had been purchasing lower volumes of electricity than prescribed in the
contract and effective April 1, 2012 the contract was temilnated. PPL. Energy Supply cannot predict the prices or other terms
on which it will be able to market to third parties the power that SMGT will not purchase from PPL EnergyPlus due to the
termination of this contract. See Note 10 to the Financial Statements for additional information.

Commodity Price Risk (Trading)

PPL Energy Supply’s trading commodity derivative contracts range in maturity through 2017. The following table sets forth
changes in the net fair value of PPL Energy Supply’s trading commodity derivative contracts for the periods ended June 30.
See Notes 13 and 14 to the financial Statements for additional information.

Gains (Losses)
Three Months Six Months

2012 2011 2012 2011

Fairvalueofconhractsoutstandingalthebeginningoftheperiod $ 2 $ 7 $ (4) S 4
Contracts realized or otherwise settled during the period (1) 1 (1) 3
fair value of new contracts entered into during the period (a) (1) 5 5 $
Other changes in fair value 17 2 17

______________

fair value of contracts outstanding at the end of the period S 17 $ 15 $ 17 S 15

(a) Represents the fair value of contracts at the end of the quarter of their inception.

Unrealized gains 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 June 30, 2012, based on the
level of observability of the information used to detennine the fair value.

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 S 8 5 8 $ 1

_____________

S 17
fair value of contracts outstanding at the end of the period S 8 S 8 S 1 $ 17

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 ‘aR Non-Trading VaR
Six Months Twelve Months Six Months Twelve Months

Ended Ended Ended Ended
June 30, December 31, June 30, December 31,

2012 2011 2012 2011
95% Confidence Level, five-Day Holding Period

Period End $ 5 $ 1 $ 11 $ 6
Average for the Period 2 3 9 5
Hiuli 5 6 11 7
Low 1 1 7 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
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absence of reliable spot and forward markets. The fair value of the non-trading and trading FTR positions was insignificant
at June 30, 2012.

Interest Rate Risk

PPL Energy Supply and its subsidiaries issue debt to fmance their operations, which exposes them to interest rate risk. PPL
and PPL Energy Supply utilize various fmancial 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 at June 30, 2012.

At June 30, 2012, 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 June 30, 2012 would increase the fair value of its debt portfolio by $56 million.

NDT Funds - Securities Price Risk

In connection with certain NRC requirements, PPL Susquehanna maintains trust funds to fund certain costs of
decommissioning the PPL Susquehanna nuclear plant (Susquehanna). At June 30, 2012, these funds were invested primarily
in domestic equity securities and fixed-rate, fixed-income securities and are reflected at fair value on the Balance Sheet. The
mix of securities is designed to provide returns sufficient to fund Susquehanna’s decommissioning and to compensate for
inflationary increases in deconnnissioning 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 June 30, 2012, 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 2011 form 10-K for additional information.

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 $ to the
financial Statements for infonnation on the more significant activities, including the April 2012 Ironwood Acquisition.

Environmental Matters

Extensive federal, state and local environmental laws and regulations are applicable to PPL Energy Supply’s air emissions,
water discharges and the management of hazardous and solid waste, among other areas: and the costs of compliance or
alleged non-compliance cannot be predicted with certainty but could be material. In addition, cost may increase significantly
if the requirements or scope of environmental laws or regulations, or similar rules, are expanded or changed by the relevant
regulatory agencies. Costs may take the form of increased capital or operating and maintenance expenses; monetaly fines,
penalties or other restrictions. Many of these environmental law considerations are also applicable to the operations of key
suppliers, or customers. such as coal producers and industrial power users. and may impact the costs of their products or their
demand for PPL Energy Supply’s services. See Note 10 to the Financial Statements in this form 10-Q and “Item I. Business
- Environmental Matters” in PPL Energy Supply’s 2011 Form JO-K for a discussion of environmental matters.
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New Accounting Guidance

See Notes 2 and 18 to the financial Statements for a discussion of new accounting guidance adopted and pending adoption.

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 fmancial condition or
results of operations, and require estimates or other judgments of matters inherently uncertain: price risk management,
defmed 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 2011 form 10-K for a discussion of each
critical accounting policy.
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PPL ELECTRIC UTILITIES CORPORATION AND SUBSIDIARIES

Item 2. Managements Discussion and Analysis of Financial Condition and Results of Operations

The following should be read in conjunction with PPL Electric’s Condensed Consolidated Financial Statements and the
accompanying Notes and with PPL Electric’s 2011 Form 10-K. Capitalized terms and abbreviations are defmed in the
glossary. Dollars are in millions, unless otherwise noted.

“Management’s Discussion and Analysis of Financial Condition and Results of Operations” includes the following
information:

“Overview” provides a description of PPL Electric and its business strategy, a summaiy of Net Income Available to
PPL Corporation and a discussion of certain events related to PPL Electric’s results of operations and fmancial
condition.

• “Results of Operations” provides a summary of PPL Electric’s earnings and a description of factors expected to
impact future earnings. This section ends with explanations of significant changes in principal items on PPL
Electric’s Statements of Income, comparing the three and six months ended June 30, 2012 with the same periods in
2011.

• “Financial Condition - Liquidity and Capital Resources” provides an analysis of PPL Electric’s liquidity position and
credit profile. This section also includes a discussion of rating agency actions.

• “Financial Condition - Risk Management” provides an explanation of PPL Electric’s risk management programs
relating to market and credit risk.

Overview

Introduction

PPL Electric is an electricity delivery service provider in eastern and central Pennsylvania with headquarters in Allentowii,
Pennsylvania. PPL Electric is subject to regulation as a public utility by the PUC, and certain of its transmission activities
are subject to the jurisdiction of FERC under the Federal Power Act. PPL Electric delivers electricity in its Pennsylvania
service area and provides electricity supply to retail customers in that area as a PLR under the Customer Choice Act.

Business Strategy

PPL Electric’s strategy and principal challenge is to own and operate its electricity deliveiy business at the most efficient cost
while maintaining high quality customer service and reliability. PPL Electric anticipates that it will have significant capital
expenditure requirements in the future. In order to manage fmancing costs and access to credit markets, a key objective for
PPL Electric’s business is to maintain a strong credit profile. PPL Electric continually focuses on maintaining an appropriate
capital structure and liquidity position.

Timely recovery of costs to maintain and enhance the reliability of its delivery system including the replacement of aging
distribution assets is required in order to maintain strong cash flows and a strong credit profile. Traditionally, such cost
recovery would be pursued through periodic base rate case proceedings with the PUC. As such costs continue to increase,
more frequent rate case proceedings may be required or an alternative rate making process would need to be implemented in
order to achieve more timely recovery. See ‘Regulatory Matters - Pennsylvania Activities - Legislation - Regulatory
Procedures and Mechanisms’ in Note 6 to the Financial Statements for information on Pennsylvania’s new alternative rate
making mechanism.

Transmission costs are recovered through a FERC Fomiula Rate mechanism, which is updated annually for costs incurred
and assets placed in service. Accordingly. increased costs including those related to the replacement of aging transmission
assets and the PJM-approved Regional Transmission Line Expansion Plan are recovered on a timely basis.
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Financial and Operational Developments

Net Income Available to PPL Corporation

Net Income Available to PPL Corporation for the three and six months ended June 30, 2012 was $29 million and $62 million
compared to $36 million and $88 million for the same periods in 2011 representing a 19% and 30% decrease from the same
periods in 2011.

See “Results of Opetations” for a discussion and analysis of PPL Electric’s earnings.

Redemption of Preference Stock

In June 2012, PPL Electric redeemed all 2.5 million shares of its 6.25% Series Preference Stock, par value $100 per share.
The price paid for the redemption was the par value, without premium ($250 million in the aggregate). At December 31,
2011, the preference stock was reflected on PPL Electric’s Balance Sheets in “Preference stock.”

Regional Transmission Line Expansion Plan

PPL Electric has experienced delays in obtaining necessary National Park Service (NPS) approvals for the Susquehanria
Roseland transmission line and anticipates a delay of the line’s in-service date to 2015. In March 2012, the NPS announced
that the route proposed by PPL Electric and PSE&G, previously approved by the Pennsylvania and New Jersey public utility
commissions, is the preferred route for the line under the NPS’s National Environmental Policy Act review. The NPS has
stated that it expects to issue its record of decision in October 2012. An appeal of the New Jersey Board of Public Utilities
approval of the line is pending before the New Jersey Superior Court Appellate Division. PPL Electric cannot predict the
ultimate outcome or timing of the NPS approval or any further legal challenges to the project. PJM 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 further delay to its scheduled in-service date for the new line.

At June 30, 2012, PPL Electric’s estimated share of the project cost has increased to $560 million from approximately $500
million at December 31, 2011, mainly due to increased material costs. In July 2012, PPL Electric began pre-construction
activities including tree and vegetation removal from the transmission line’s right of way and construction of access roads.
See Note 8 in PPL Electric’s 2011 Form 10-K for additional information.

FERC Formula Rates

In March 2012, PPL Electric filed a request with the FERC seeking recovery, over a 34-year period beginning in June 2012,
of its unrecovered regulatory asset related to the deferred state tax liability that existed at the time of the transition from the
flow-through treatment of state income taxes to full normalization. This change in tax treatment occurred in 200$ as a result
of prior FERC initiatives that transfelTed regulatory jurisdiction of certain transmission assets from the PUC to FERC. A
regulatory asset of approximately $50 million related to this transition, classified as taxes recoverable through future rates, is
included in “Other Noncurrent Assets - Regulatory assets” on the Balance Sheets at June 30, 2012 and December 31, 2011.
In May 2012, the FERC issued an order approving PPL Electric’s request effective June 1,2012.

Results of Operations

The following discussion provides a summaiy of PPL Electric’s earnings and a description of 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 and six months ended
June 30, 2012 with the same periods in 2011.

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

Net Income Available to PPL Corporation for the periods ended June 30 was:

Three Months Six Months
2012 2011 2012 2011

Net Income Available to PPL Corporation $ 29 $ 36 $ 62 $ $8

The changes in the components of Net Income Available to PPL Corporation between these periods were due to the
following factors which reflect reclassifications for items included in gross delivery margins.

Three Months Six Months
Pennsylvania gross deliveiy margins $ 3 S (10)
Other operation and maintenance (19) (25)
Depreciation (2) (8)
Other (1) 2
Income Taxes 8 11
Distributions on preference stock 4 4
Total S (7) $ (26)

• See “Statement of Income Analysis - Pennsylvania Gross Delivery Margins - Changes in Non-GAAP Financial
Measures” for an explanation of Pennsylvania Gross Delivery Margins.

• Higher other operation and maintenance expense for the three-month period, primarily due to $6 million of higher
payroll and benefit related costs, $6 million of higher vegetation management costs and $3 million of higher corporate
service costs.

Higher other operation and maintenance expense for the six-month period, primarily due to $8 million of higher payroll
and benefit related costs, $2 million of higher vegetation management costs and $5 million of higher corporate service
costs.

• Higher depreciation expense for the six-month period, primarily due to the impact of PP&E additions related to the
ongoing efforts to ensure the reliability of the delivery system, and replace aging infrastructure.

• Lower income taxes for the three and six-month periods, primarily due to the change in pre-tax income, which reduced
income taxes by $7 million and $16 million.

• Lower distributions on preference stock for the three and six-month periods due to the preference stock redemption in
June 2012.

Outlook

PPL Electric projects lower earnings in 2012 compared with 2011, primari]y driven by higher operation and maintenance
expense. higher depreciation and lower distribution revenue, which are expected to be partially offset by higher transmission
revenue, lower fmancing costs, and lower income taxes.

In March 2012, PPL Electric filed a request with the PUC to increase distribution rates by approximately $105 million. The
proposed distribution revenue rate increase would result in a 2.9% increase over PPL Electric’s total rates at the time of filing
and be effective January 1.2013. PPL Electric’s application includes a request for an authorized return-on-equity of 11.25%.
Hearings on this matter are scheduled during August 2012 and a decision is expected in the fourth quarter of2012. PPL
Electric cannot predict the outcome of this proceeding.

Earnings in 2012 are subject to various risks and uncertainties. See “Forward-Looking Information,” the rest of this Item 2
and Notes 6 and 10 to the Financial Statements in this form 10-Q and “Item 1. Business” and “Item IA. Risk Factors” in PPL
Electric’s 2011 form 10-K for a discussion of the risks, uncertainties and factors that may impact future earnings.
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Statement of Income Analysis --

Pennsylvania Gross Delivery Margins

Non-GAAP Financial Measure

The following discussion includes fmancial information prepared in accordance with GAAP, as well as a non-GAAP
fmancial measure, ‘Pennsylvania Gross Delivery Margins.” “Pennsylvania Gross Delivery Margins” is a single fmancial
perfonnance measure of PPL Electric’s Pennsylvania regulated electric delivery operations, which includes transmission and
distribution activities. In calculating this measure, utility revenues and expenses associated with approved recovery
mechanisms, including energy provided as a PLR, are offset with minimal impact on earnings. Costs associated with these
mechanisms are recorded in “Energy purchases,” “Energy purchases from affiliate,” “Other operation and maintenance”
expense, which is primarily Act 129 costs, and “Taxes, other than income” which is primarily gross receipts tax. As a result,
this measure represents the net revenues from PPL Electric’s Pennsylvania regulated electric delivery operations. This
measure is not intended to replace Operating hicome,” 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. PPL Electric believes that “Pennsylvania Gross Delivery Margins” provides another criterion to make investment
decisions. This performance measure is used, in conjunction with other information, internally by senior management and
PPL’s Board of Directors to manage PPL Electric’s operations and analyze actual results to budget.

Reconciliation of Non-GAAP Financial Measures

The following tables reconcile ‘Operating Iincome” to “Pennsylvania Gross Delivery Margins” as defmed by PPL Electric for
the periods ended June 30.

Operating Revenues
Retail electric
Electric revenue from affiliate

Total Operating Revenues

(a) Represents amounts that are excluded from Margins.
(b) As reported on the Statement of Thcome.

990 S 990
$

_____

8
998

____________

998

2012 Three Months 2011 Three Months
PA Cross

Operating Delivery Operating
Income (b) Margins Other (a) Income (b)

$ 403 $ 436

PA Gross
Delivery
Margins Other (a)

$ 403

404

120
17
26 S 117

39
20 2

183 158
$ 221 $ (158)

2012 Six Months

1 4

_____

4
404 440

___________

440

$ 436

120 169 169
17 4 4

143
39

341
$ 63

29 $

20
222

$ 218

Operating Expenses
Energy purchases
Energy purchases from affi]iate
Other operation and maintenance
Depreciation
Taxes, other than income

Total Operating Expenses
Total

Operating Revenues

Retail electric
Electric revenue from affiliate

Total Operating Revenues

Operating Expenses
Energy purchases
Energy purchases from affiliate
Other operation and maintenance
Depreciation
Taxes, other than income

Total Operating Expenses
Total

97
37

2
136

$ (136)

2011 Six Months

126
37
22

35$
$ $2

PA Gross PA Gross
Delivery Operating Delivery Operating
Margins Other (a) Income (b) Margins Other (a) Income (b)

S $60 S $60 $
2

______

2
$62

______________

$62

273
38
49

44
404

$ 45$

$ 234
78

4
316

$ (316)

273
38

283
7$
48

720
$ 142

420
10
47 $

53
530

$ 46$

209
70

4
283

$ (283)

420
10

256
70
57

$13
S 185
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Changes in Non-GAAP Financial Measures

The following table shows PPL Electric’s non-GAAP fmancial measure, “Pennsylvania Gross Delivery Margins” for the
periods ended June 30, as well as the change between periods. The factors that gave rise to the change are described below
the table.

Three Months Six Months
2012 2011 Change 2012 2011 Change

PA Gross Delivery Margins by Component
Distribution $ 170 $ 173 $ (3) S 359 $ 381 $ (22)
Transmission 51 45 6 99 87 12
Total $ 221 $ 218 $ 3 $ 458 $ 468 $ (10)

Distribution

Margins decreased for the three and six month periods ended June 30, 2012, compared with 2011, due primarily to the effects
of weather.

Transmission

Margins increased for the three and six month periods ended June 30, 2012, compared with 2011, primarily due to increased
investment in plant and the recovery of additional costs through the FERC formula-based rates.

Other Operation and Maintenance

The increase (decrease) in other operation and maintenance expense for the periods ended June 30, 2012 compared with
2011 was dueto:

Three Months Six Months

Payroll-related costs $ 4 $ 7
Vegetation management 6 $
PUC-reportable storm costs, net of insurance recovery (2) (7)
Uncollectible accounts 2 4
Allocation of certain corporate support group costs 2 5
Other 5 10
Total $ 17 $ 27

Depreciation

Depreciation increased by $$ million for the six months ended June 30. 2012 compared with 2011, primarily due to PP&F
additions related to PPL Electric’s ongoing efforts to ensure the reliability of its delivery system and replace aging
infrastructure.

Taxes, Other Than Income

Taxes, other than income for the six months ended June 30, 2012 compared with 2011 decreased by $9 million, primarily due
to lower Pennsylvania gross receipts tax expense due to a decrease in taxable electric revenue. This tax is included in
“Pennsylvania Gross Delivery Margins.”

Financing Costs

The increase (decrease) in fmancing costs for the periods ended June 30, 2012 compared with 2011 was due to:

Three Months Six Months
Long-term debt balances $ 4 $ 7
Interest rates (5) (9)
Distributions on preference stock (a) (4) (4)
Amortization of debt issuance costs 1 2
Total $ (4) (4)

(a) Decreases for both periods are due to the June 2012 redemption of all 2.5 million shares of preference stock.
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Income Taxes

The increase (decrease) in income taxes for the periods ended June 30, 2012 compared with 2011 was due to:

Three Months Six Months

Lower pre-tax book income $ (7) $ (16)
Federal and state tax reserve adjustments
Federal and state tax return adjustments (a) 2
Depreciation not normalized (a) (1)
Other

__________ __________

Total $ (8) $ (11)

(a) In Febniaiy 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 income tax purposes. The 100% Pennsylvania bonus depreciation deduction crested a current
state income tax benefit for the flow-through impact of Pennsylvania regulated state tax depreciation. The federal provision for 100% bonus
depreciation generally applies to property placed in service before January 1,2012.

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:

June 30, 2012 December 31, 2011

Cash and cash equivalents $ 45 S 320
Short-term debt $ 195 S

The $275 million decrease in PPL Electric’s cash and cash equivalents position was primarily the net result of:

• capital expenditures of $256 million;
• redemption of preference stock of $250 million;
• the payment of $56 million of common stock dividends to parent;
• the net increase in short-term debt of 5195 million; and
• net cash provided by operating activities of $101 million.

PPL Electric’s cash provided by operating activities increased by $38 million for the six months ended June 30, 2012,
compared with 2011, primarily due to a $48 million decrease in defmed benefit plan funding.

Credit Facilities

PPL Electric maintains credit facilities to provide liquidity and to backstop commercial paper issuances. At June 30, 2012,
PPL Electric’s total committed borrowing capacity under its credit facilities and the use of this borrowing capacity were:

Letters of
Credit Issued

nd
Commitled Commercial Unused
Capacity Borrowed Paper Backstop Capacity

Syndicated Credit Facility (a) $ 300 S 196 S 104
Asset-backed Credit Facility (b) 150

________________

n/s 150
Total PPL Electric Credit Facilities $ 450 $ 196 $ 254

(a) The conmiitments 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 7% 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 June 30, 2012. based on accounts receivable and unbilled revenue pledged, the amount available for
borrowing under this facility was limited to $87 million. In July 2012, PPL Electric and the subsidiary extended this agreement from July 2012 to
September 2012 and reduced the capacity to $100 million.
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See Note 7 to the financial Statements for further discussion of PPL Electric’s credit facilities.

Commercial Paper

In May 2012, PPL Electric increased the capacity of its commercial paper program from $200 million to $300 million to
provide an additional fmancing source to fund its short-term liquidity needs, if and when necessary. Commercial paper
issuances are supported by PPL Electric’s Syndicated Credit facility. At June 30, 2012, PPL Electric had $195 million of
commercial paper outstanding, included in “Short-term debt” on the Balance Sheet, at a weighted-average interest rate of
approximately 0.49%.

Equity Securities

In June 2012, PPL Electric redeemed all 2.5 million shares of its 6.25% Series Preference Stock, par value $100 per share.
The price paid for the redemption was the par value, without premium ($250 million in the aggregate). At December 31,
2011, the preference stock was reflected in “Preference stock” on PPL Electric’s Balance Sheet.

Rating Agency Actions

Moody’s, S&P and Fitch periodically review the credit ratings on the debt 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.

As a result of the passage of the Dodd-Frank Act. 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 rating 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.

The rating agencies did not take any actions related to PPL Electric in 2012.

For additional information on PPL Electric’s liquidity and capital resources, see “Item 7. Management’s Discussion and
Analysis of Financial Condition and Results of Operations.” in PPL Electric’s 2011 form JO-K.

Risk Management

Market Risk and Credit Risk

PPL Electric issues debt to finance its operations, which exposes it to interest rate risk. PPL Electric had no potential annual
exposure to increased interest expense, based on a 10% increase in interest rates, at June 30, 2012. PPL Electric estimated
that a 10% decrease in interest rates at June 30, 2012 would increase the fair value of its debt portfolio by $77 million.

See Notes 13 and 14 to the Financial Statements in this Form I0-Q and “Risk Management’ in PPL Electric’s 2011 Form 10-
K for additional information on market and credit risk.

Related Party Transactions

PPL Electric is not aware of any material ownership interests or operating responsibility by senior management of PPL
Electric in outside partnerships. including leasing transactions with variable interest entities or other entities doing business
with PPL Electric. See Note 11 to the financial Statements for additional information on related party transactions.
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Environmental Matters

See Note 10 to the financial Statements in this form 10-Q and “Item 1. Business - Environmental Matters” in PPL Electric’s
2011 Form 10-K for a discussion of environmental matters.

New Accounting Guidance

See Notes 2 and 18 to the financial Statements for a discussion of new accounting guidance adopted and pending adoption.

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 fmancial condition or
results of operations, and require estimates or other judgments of matters inherently uncertain: defmed benefits, loss accruals,
income taxes, regulatory assets and liabilities and revenue recognition - unbilled revenue. See “Item 7. Management’s
Discussion and Analysis of Financial Condition and Results of Operations” in PPL Electric’s 2011 form 10-K for a
discussion of each critical accounting policy.
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LG&E AND KU ENERGY LLC AND SUBSIDIARIES

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following should be read in conjunction with LKE’s Condensed Consolidated Financial Statements and the
accompanying Notes and with LKE’s 2011 Form 10-K. Capitalized terms and abbreviations are defmed in the glossary.
Dollars are in millions, unless otherwise noted.

‘Managements Discussion and Analysis of Financial Condition and Results of Operations” includes the following
information:

• “Overview” provides a description of LKE and its business strategy, a summary of Net thcome and a discussion of
certain events related to LKE’s results of operations and fmancial condition.

• “Results of Operations” provides a summary of LKE’s earnings and a description of factors expected to impact
future earnings. This section ends with explanations of significant changes in principal items on LKE’s Statements
of Income, comparing the three and six months ended June 30, 2012 with the same periods in 2011.

• “Financial Condition - Liquidity and Capital Resources” provides an analysis of LKE’s liquidity position and credit
profile. This section also includes a discussion of rating agency actions.

• “F inancial Condition - Risk Management” provides an explanation of LKE’s risk management programs relating to
market and credit risk.

Overview

Introduction

LKE, headquartered in Louisville, Kentucky, is a holding company with utility operations through its subsidiaries, LG&E
and KU. LG&E and KU, which constitute substantially all of LIKE’s operations, are regulated utilities engaged in the
generation, transmission, distribution and sale of electricity, in Kentucky, Virginia and Tennessee. LG&E also engages in the
distribution and sale of natural gas in Kentucky.

Business Strategy

LKE’s overall strategy is to provide reliable, safe and competitively priced energy to its customers.

A key objective for LIKE is to maintain a strong credit profile through managing financing costs and access to credit markets.
LIKE continually focuses on maintaining an appropriate capital structure and liquidity position.

Financial and Operational Developments

Net Income

Net Income for the three and six months ended June 30, 2012 was $44 million and $97 million compared to $41 million and
$128 million for the same periods in 2011 representing a 7% increase and a 24% decrease over the same periods in 2011.

See “Results of Operations” for a discussion and analysis of LKE’s earnings.

Terminated Bluegrass CTs Acquisition

In September2011, LG&E and KU entered into an asset purchase agreement with Bluegrass Generation for the purchase of
the Bluegrass CTs, aggregating approximately 495 MW, plus limited associated contractual arrangements required for
operation of the units, for a purchase price of $110 million, pending receipt of applicable regulatory approvals, in May
2012, the KPSC issued an order approving the request to purchase the Bluegrass CTs. Also in May 2012, the FERC
issued an order conditionally authorizing the acquisition of the Bluegrass CTs, subject to approval by the FERC of
satisfactory mitigation measures to address market-power concerns. After a review of potentially available mitigation
options, LG&E and KU determined that the options were not commercially justifiable. in June 2012, LG&E and KU
terminated the asset purchase agreement for the Bluegrass CTs in accordance with its terms and made applicable filings with
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the KPSC arid FERC. LG&E and KU are currently assessing the impact of the Bluegrass contract termination and potential
future generation capacity options.

NGCC Construction

In September 2011, LG&E and KU filed a CPCN with the KPSC requesting approval to build a 640 MW NGCC at the
existing Cane Run plant site in Kentucky. In May 2012, the KPSC issued an order approving the request. Subject to
finalizing contracting agreements and permitting activities, construction is expected to begin in 2012 and be completed
during 2015. The project, which includes building a natural gas supply pipeline and related transmission projects, has an
estimated cost of approximately $600 million ($130 million for LG&E and $470 million for KU).

In conjunction with this construction and to meet new, stricter federal EPA regulations with a 2015 compliance date, LG&E
and KU anticipate retiring six older coal-fired electric generating units at the Cane Run, Green River and Tyrone plants,
which have a combined summer capacity rating of 797 MW. The Cane Run and Green River coal units are anticipated to
remain operational until the NGCC generation and associated transmission project is completed.

Registered Debt Exchange Offer by LKE

In June 2012, LIKE completed an exchange of all its outstanding 4.3 75% Senior Notes due 2021 issued in September 2011 in
a transaction not registered under the Securities Act of 1933, for similar securities that were issued in a transaction registered
with the SEC. See Note 7 in LKE’s 2011 form 10-K for additional information.

Commercial Paper

In February 2012. LG&E and KU each established a commercial paper program for up to $250 million to provide an
additional fmancing source to fund their short-term liquidity needs. Commercial paper issuances will be supported by
LG&E’s and KU’s Syndicated Credit facilities. LG&E and KU had no commercial paper outstanding at June 30, 2012.

Results of Operations

The following discussion provides a summary of LKE’s earnings and a description of 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 LKE’s Statements of Income, comparing the three and six months ended June 30, 2012 with the
same periods in 2011.

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

Earnings

Net Income for the periods ended June 30 was:

Three Months Six Months
2012 2011 2012 2011

Net Income $ 44 $ 41 $ 97 $ 12$

The changes in the components of Net Income between these periods were due to the following factors, which reflect
reclassifications for items included in margins and certain items that management considers special. See additional detail of
these special items in the table below.

Three Months Six Months

Margins $ 12 S (16)
Other operation and maintenance 4 (17)
Depreciation (1) (5)
Taxes, other than income (3) (5)
Other (1) (4)
Other Income (Expense) - net (7) (9)
Income Taxes 4 26
Special items (5) (1)
Total $ 3 $ (31)
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• See “Statement of Income Analysis - Margins - Changes in Non-GAAP financial Measures for an explanation of
margins.

• Higher other operation and maintenance for the six-month period, primarily due to $11 million of higher steam
maintenance costs resulting from an increased scope of scheduled plant outages. Also, a $6 million credit was recorded
in 2011 to establish a regulatory asset related to 2009 storm costs.

• Lower other income (expense) - net for the three and six-month periods primarily due to equity losses from an
unconsolidated affiliate.

• Lower income taxes for the six-month period, primarily due to the change in pre-tax income.

The following afler-tax amounts, which management considers special items, also impacted earnings during the periods
ended June 30:

Income Statement Three Montbs Six Months
Line Item 2012 2011 2012 2011

Special items gains (losses), net of tax (expense) benefit:
Acquisition-related adjustments:

Net operating loss carryforward and other tax related adjustments Income Taxes and Other O&M $ 4
Other:

Discontinued Operations, net of tax of $4, $0, $4, $0 (a) Discontinued Operations $ (5) (5)

________

Total $ (5)

________

$ (1)

________

(a) Represents an adjustment to an indemnification liability.

Outlook

Excluding special items, LKE projects lower earnings in 2012 compared with 2011, as margin increases are not expected to
offset operating expense increases, including depreciation. Actual results will be dependent on the effects of the economy
and the impact of weather on retail sales among other variables.

In June 2012, LG&E and KU filed requests with the KPSC for increases in annual base electric rates of approximately $62
million at LG&E and approximately $82 million at KU and an increase in annual base gas rates of approximately $17 million
at LG&E. The proposed base rate increases would result in electric rate increases of 6.9% at LG&E and 6.5% at KU and a
gas rate increase of 7.0% at LG&E and would be effective in January 2013. LG&E’s and KU’s applications include requests
for authorized returns-on-equity at LG&E and KU of 11% each. A hearing on these matters is expected to be scheduled
during the fourth quarter of 2012. LG&E and KU cannot predict the outcome of these proceedings.

Earnings in 2012 are subject to various risks and uncertainties. See “forward-Looking Information,’ the rest of this Item 2,
Notes 6 and 10 to the Financial Statements in this form 10-Q and Item 1. Business” and “Item IA. Risk Factors” in LKE’s
2011 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 Measure

The following discussion includes fmancial information prepared in accordance with GAAP, as well as a non-GAAP
fmancial measure, Margins.” Margins 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. Margins is a single fmancial performance measure of LKE’s operations. 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. Certain costs associated with these mechanisms, primarily ECR and
DSM, are recorded as “Other operation and maintenance” and “Depreciation.” As a result, this measure represents the net
revenues from LKE’s operations. This performance measure is used, in conjunction with other information, internally by
senior management to manage LKE’s operations and analyze actual results compared to budget.
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Reconciliation of Non-GAAP Financial Measures

The following tables reconcile Operating Income” to “Margins” as defmed by LKE for the periods ended June 30.

(a) Represents amounts that are excluded from Margins.
(b) As reported on the Statements of Income.

Changes in Non-GAAP Financial Measures

Margins increased by $12 million for the three-month period due to higher retail margins, as volumes were impacted by
increases in production levels at some of LKE’s larger industrial customers and warmer weather during the three months
ended June 30, 2012. Total cooling degree days increased 9% compared to the same period in 2011.

Margins decreased by $16 million for the six-month period primarily due to $13 million of tower retail margins, as volumes
were impacted by unseasonably mild weather during the first four months of 2012, and $3 million of lower wholesale
margins, as volumes were impacted by lower market prices. Total heating degree days decreased 24% compared to the same
period in 2011.

Other Operation and Maintenance

The increase (decrease) in other operation and maintenance expense for the periods ended June 30, 2012, compared with
2011, was due to:

Steam maintenance (a)
Distribution maintenance (b)
DSM
Other
Total

Three Months Six Months

$ 11
$ (1) 8

2 3
(2) 2

$ (1) $ 24

(a) Steam maintenance costs increased $11 million during the six nionths ended June 30. 2011, primarily resulting from an increased scope of scheduled
outages.

(b) A $6 m.illion credit to establish a regulatory asset was recorded in the first quarter of 2011 related 102009 storm costs.

Depreciation

Depreciation increased by $2 million and $7 million for the three and six months ended June 30, 2012 compared with 2011,
primarily due to PP&E additions.

2011 Three Mouths2012 Three Months
Operating

Margins Other (a) Income (5)

$ 658 $ 658

215 215
34 34
24 $ 173 197
13 73 $6

12 12
286 25$ 544

$ 372 $ (258) $ 114

2012 Six Months

Operating
Margins Other (a) Income (b)

$ 639 $ (1) S 638Operating Revenues
Operating Expenses
Fuel
Energy purchases
Other operation and maintenance
Depreciation
Taxes, other than income

Total Operating Expenses
Total

Operating Revenues
Operating Expenses
Fuel
Energy purchases
Other operation and maintenance
Depreciation
Taxes, other than income

Total Operating Expenses
Total

206 206
40 40
21 177 198
12 72 84

9 9
279 258 537

5 360 $ (259) S 101

Operating
Margins Other (a) Income (b)

$ 1,363 $ 1,363

2011 Six Months

428
108
46
26

608
$ 755

Operating
Other (a) Income (b)

$ 1,404

$ 357
146
23

526
$ (526)

Margins

$ 1,404

421
147
41
24

633
5 771

428
10$
403
172
23

1,134
$ 229

$ 338
141

1$
497

$ (497)

421
147
379
165

1$
1,130

$ 274
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Other Income (Expense) - net

The increase (decrease) in other income (expense) - net for the periods ended June 30, 2012, compared with 2011, was due
to:

Three Months Six Months

Equity losses from an unconsotithted affiliate $ (4) $ (6)Other (3) (3)
Total

$ (7) $ (9)

Income Taxes

The increase (decrease) in income taxes for the periods ended June 30, 2012, compared with 2011, was due to:

Three Months Six Months

Higher (lower) pre-tax book income $ 2 $ (22)Net operating loss carryforward adjustments (a) (3) (9)Other (3) (1)
Total

$ (4) $ (32)

(a) During the three and six months ended June 30, 2012, LKE recorded adjustments to deferred taxes related to net operating loss carryforwards based on
income tax return adjustments.

See Note 5 to the financial Statements for additional information on income taxes.

Income (Loss) from Discontinued Operations (net of income taxes)

Loss from discontinued operations increased by $6 million for the three and six months ended June 30, 2012, compared with
2011. The increase was primarily related to an adjustment to the estimated liability for indemnifications.

Financial Condition

Liquidity and Capital Resources

LKE had the following at:

June 30, 2012 December 31, 2011

Cash and cash equivalents $ 29 $ 59

The $30 million decrease in LKE’s cash and cash equivalents position was primarily the net result of:

• capital expenditures of $324 million and
• the payment of $60 million of distributions to PPL, partially offset by
• cash provided by operating activities of $354 million.

LKE’s cash provided by operating activities decreased by $53 million for the six months ended June 30, 2012, compared with
2011, primarily due to:

• a decrease in net income of $31 million due to unseasonably mild weather during the first four months of 2012 and higher
operation and maintenance expenses, adjusted for non-cash effects of $74 million (deferred income taxes and investment
tax credits of $90 million and defined benefit plans - expense of $5 million, partially offset by depreciation of $7 million
and other noncash items of $14 million) and

• a decrease in coal consumption resulting from lower coal-fired generation dtte to the mild winter weather and an increase
in combustion turbine generation that led to an increase of $34 million in coal inventory, along with an increase in price
per ton of coal in comparison to 2011; partially offset by

• a decrease in cash outflows of $95 million due to a reduction in discretionary defuned benefit plan contributions.

LKEs cash used in investing activities increased by $273 million for the six months ended June 30, 2012, compared with
2011, primarily due to proceeds from the sale of other investments of $163 million in 2011 and an increase in capital
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expenditures of $144 million as a result of increased environmental spending, primarily related to landfills, and infrastructure
improvements at generation, distribution and transmission facilities.

LKE’s cash used in fmancing activities decreased by $251 million for the six months ended June 30, 2012, compared with
2011, primarily due to a repayment on a revolving line of credit of $163 million in 2011 and lower distributions to PPL of
$86 million in 2012.

Credit Facilities

At June 30, 2012, LKEs total committed borrowing capacity under its credit facilities and the use of this borrowing capacity
were:

Conimilted Letters of Unused
Capacity Borrowed Credit Issued Capacity

LKE Credit Facility with a subsidiary of PPL Energy Supply $ 300 $ 300
LG&E Credit facility 400 400
KU Credit Facilities 59$

_____________

$ 19$ 400
Total Credit Facilities (a) $ 1,298 $ 19$ $ 1,100

(a) The commitments under LIKE’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; however, the PPL affiliate provides a commitment of approximately 23% of
the total facilities listed above.

See Note 7 to the Financial Statements for further discussion of LKEs credit facilities and long-term debt securities.

LKEs long-term debt securities activity through June 30, 2012 was:

Debt
Issuances Retirement

Non-cash Exchanges (a)
LKE Senior Unsecured Notes $ 250 $ (250)

(a) In June 2012, LKE completed an exchange of all of its outstanding 4.375% Senior Notes due 2021 issued in September 2011 in a transaction not
registered under the Secuj-nies Act of 1933, for similar securities that were issued in a transaction registered with the SEC.

See Note 7 to the Financial Statements for additional information about long-term debt securities.

Rating Agency Actions

Moody’s. S&P and Fitch periodically review the credit ratings on the debt securities of LKE arid 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 LKE and its subsidiaries are based on information provided by LKE and other
sources. The ratings of Moodys, S&P and Fitch are not a recommendation to buy, sell or hold any securities of LKE 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 LKEs or its
subsidiaries credit ratings could result in higher borrowing costs and reduced access to capital markets.

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, IKE is limiting its credit rating disclosure to a description of the actions taken by the rating agencies with respect
to LIKEs ratings. but without stating what ratings have been assigned to LKE or its subsidiaries, or their securities. The
ratings assigned by the rating agencies to LIKE and its subsidiaries and their respective securities may be found, without
charge, on each of the respective rating agencies’ websites, which ratings together with all other infonnation contained on
such rating agency websites is, hereby, explicitly not incorporated by reference in this report.

The rating agencies took the following actions related to LKE and its subsidiaries:

In February 2012, Fitch assigned ratings to the two newly established commercial paper programs for LG&E and KU.
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In March 2012, Moody’s affirmed the following ratings:
• the long-term ratings of the first Mortgage Bonds for LG&E and KU;
• the issuer ratings for LG&E and KU; and
• the bank loan ratings for LG&E and KU.

Also in March 2012, Moody’s and S&P each assigned short-term ratings to the two newly established commercial paper
programs for LG&E and KU.

In March and May 2012, Moody’s, S&P and Fitch affirmed the long-term ratings for LG&E’s 2003 Series A and 2007 Series
B pollution control bonds.

Ratings Triggers

LKE and its subsidiaries have various derivative and non-derivative contracts, including contracts for the sale and purchase
of electricity, fuel, commodity transportation and storage and interest rate instruments, which contain provisions requiring
LK.E and its subsidiaries to post additional collateral, or permitting the counterparty to terminate the contract, if LKE’s or its
subsidiaries’ credit ratings 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 June 30, 2012. At June 30, 2012, if LKE and its subsidiaries’
credit ratings had been below investment grade, the maximum amount that LKE would have been required to post as
additional collateral to counterparties was $100 million for both derivative and non-derivative commodity and commodity-
related contracts used in its generation and marketing operations, gas supply and interest rate contracts.

Capital Expenditures

LKE has lowered its projected capital spending for 2012 by approximately $325 million from the previously disclosed $1.2
billion projection included in LKE’s 2011 form 10-K. The lower projected capital spending is due mainly to the terminated
Bluegrass CTs acquisition discussed in Notes 6 and 8 to the financial Statements and the status of environmental projects.

Risk Management

Market Risk

See Notes 13 and 14 to the financial Statements for information about LKE’s risk managenient 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

LG&E’s and KU’s rates are set by regulatory commissions and the fuel costs incurred are directly recoverable from
customers. As a result, LG&E and KU are subject to commodity price risk for only a small portion of on-going business
operations. LKE conducts energy trading and risk management activities to maximize the value of the physical assets at
times when the assets are not required to serve LG&E’s and KU’s customers. See Note 14 to the financial Statements for
additional disclosures.

Interest Rate Risk

LIKE and its subsidiaries issue debt to finance their operations, which exposes them to interest rate risk. LIKE utilizes various
financial derivative instruments to adjust the mix of fixed and floating interest rates in its debt portfolio when appropriate.
Risk limits under LKE’s risk management program are designed to balance risk, exposure to volatility in interest expense and
changes in the fair value of LKE’s debt portfolio due to changes in the absolute level of interest rates.

At June 30, 2012, LIKE’s potential annual exposure to increased interest expense, based on a 10% increase in interest rates,
was not significant.
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LIKE is also exposed to changes in the fair value of its debt portfolio. LKE estimated that a 10% decrease in interest rates at
June 30, 2012, would increase the fair value of its debt portfolio by $120 million.

At June 30, 2012, LKE had the following interest rate hedges outstanding:

Effect of a
Fair Value, 10% Adverse

Exposure Net - Asset Movement
Hedged (Liability) (a) in Rates

Economic hedges
Interest rate swaps (b) $ 179 $ (63) $ (3)

(a) Includes accrued interest.
(b) LKE 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 LKE is
exposed to changes In the fair value of these instruments, any realized changes in the fair value of such economic hedges are recoverable through
regulated rates and any subsequent changes in fair value of these derivatives are included in regulatory assets or liabilities. Sensitivities represent a
lO% adverse movement in interest rates. The positions outstanding at June 30, 2012 mature through 2033.

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 and LKE’s 2011 form 10-K for additional information.

Related Party Transactions

LIKE is not aware of any material ownership interest or operating responsibility by senior management of LKE, LG&E or KU
in outside partnerships, including leasing transactions with variable interest entities, or other entities doing business with
LKE. See Note 11 to the financial Statements for additional information on related party transactions.

Environmental Matters

Protection of the environment is a major priority for LKE and a significant element of its business activities. Extensive
federal, state and local environmental laws and regulations are applicable to LKE’s air emissions, water discharges and the
management of hazardous and solid waste, among other areas, and the costs of compliance or alleged non-compliance cannot
be predicted with certainty but could be material. In addition, costs may increase significantly if the requirements or scope of
environmental laws or regulations, or similar rules, are expanded or changed from prior versions by the relevant agencies.
Costs may take the form of increased capital or operating and maintenance expenses; monetary fmes, penalties or forfeitures;
or other restrictions. Many of these environmental law considerations are also applicable to the operations of key suppliers,
or customers, such as coal producers, industrial power users, etc. and may impact the costs for their products or their demand
for LKE’s services. See “Item 1. Business - Environmental Matters” in LKE’s 2011 Form 10-K and Note JO to the Financial
Statements for a discussion of environmental matters.

New Accounting Guidance

See Notes 2 and 1$ to the financial Statements for a discussion of new accounting guidance adopted and pending adoption.

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 fmancial condition or
results of operations and require estimates or other judgments of matters inherently uncertain: revenue recognition - unbilled
revenue, price risk management, defined benefits, asset impairment. loss accruals, AROs, income taxes, and regulatory assets
and liabilities. See “Item 7. Management’s Discussion and Analysis of financial Condition and Results of Operations” in
LKE’s 2011 Fonn 10-K for a discussion of each critical accounting policy.
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LOUISVILLE GAS AND ELECTRIC COMPANY

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following should be read in conjunction with LG&E’s Condensed Financial Statements and the accompanying Notes and
with LG&E’s 2011 Form 10-K. Capitalized terms and abbreviations are defmed in the glossaiy. Dollars are in millions,
unless otherwise noted.

“Management’s Discussion and Analysis of financial Condition and Results of Operations” includes the following
information:

• “Overview” provides a description of LG&E and its business strategy, a summary of Net Income and a discussion of
certain events related to LG&E’s results of operations and fmancial condition.

• “Results of Operations” provides a summary of LG&E’s earnings and a description of factors expected to impact
future earnings. This section ends with explanations of significant changes in principal items on LG&E’s Statements
of Income, comparing the three and six months ended three and six months ended June 30, 2012 with the same
periods in 2011.

• “Financial Condition - Liquidity and Capital Resources” provides an analysis of LG&B’s liquidity position and
credit profile. This section also includes a discussion of rating agency actions.

• “financial Condition - Risk Management” provides an explanation of LG&E’s risk management programs relating
to market and credit risk.

Overview

Introduction

LG&E, headquartered in Louisville, Kentucky, is a regulated utility engaged in the generation, transmission, distribution and
sale of electricity and the distribution and sale of natural gas in Kentucky.

Business Strategy

LG&E’s overall strategy is to provide reliable, safe and competitively priced energy to its customers.

A key objective for LG&E is to maintain a strong credit profile through managing financing costs and access to credit
markets. LG&E continually focuses on maintaining an appropriate capital structure and liquidity position.

Financial and Operational Developments

Net Income

Net Income for the three and six months ended June 30, 2012 was $26 million and $51 million compared to $20 million and
$59 million for the same periods in 2011 representing a 30% increase and a 14% decrease over the same periods in 2011.

See “Results of Operations” for a discussion and analysis of LG&E’s earnings.

Terminated Bluegrass CTs Acquisition

In September 2011, LG&E and KU entered into an asset purchase agreement with Bluegrass Generation for the purchase of
the Bluegrass CTs, aggregating approximately 495 MW, plus limited associated contractual arrangements required for
operation of the units, for a purchase price of $110 million, pending receipt of applicable regulatory approvals. In May
2012. the KPSC issued an order approving the request to purchase the Bluegrass CTs. Also in May 2012, the FERC
issued an order conditionally authorizing the acquisition of the Bluegrass CTs. subject to approval by the FERC of
satisfactory mitigation measures to address market-power concerns. After a review of potentially available mitigation
options, LG&E and KU determined that the options were not commercially justifiable. In June 2012, LG&E and KU
terminated the asset purchase agreement for the Bluegrass CTs in accordance with its terms and made applicable filings with
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the KPSC and FERC. LG&E and KU are currently assessing the impact of the Bluegrass contract termination and potential
future generation capacity options.

NGCC Construction

In September 2011, LG&E and KU filed a CPCN with the KP$C requesting approval to build a 640 MW NGCC at the
existing Cane Run plant site in Kentucky. In May 2012, the KPSC issued an order approving the request. Subject to
finalizing contracting agreements and permitting activities, construction is expected to begin in 2012 and be completed
during 2015. The project, which includes building a natural gas supply pipeline and related transmission projects, has an
estimated cost of approximately $600 million ($130 million for LG&E and up to $470 million for KU).

In conjunction with this construction and to meet new, stricter federal EPA regulations with a 2015 compliance date, LG&E
and KU anticipate retiring six older coal-fired electric generating units at the Cane Run, Green River and Tyrone plants,
which have a combined summer capacity rating of 797 MW. The Cane Run and Green River coal units are anticipated to
remain operational until the NGCC generation and associated transmission project is completed.

Commercial Paper

In February 2012, LG&E established a commercial paper program for up to $250 million to provide an additional fmancing
source to fund its short-term liquidity needs. Commercial paper issuances will be supported by LG&E’s Syndicated Credit
facility. LG&E had no commercial paper outstanding at June 30, 2012.

Results of Operations

The following discussion provides a summary of LG&E’s earnings and a description of 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 LG&E’s Statements of Income, comparing the three and six months ended June 30, 2012 with
the same periods in 2011.

The results for interim periods can be disproportionately influenced by numerous factors and developments and by seasonal
variations. As such, the resu]ts of operations for interim periods do not necessarily indicate results or trends for the year or
for future periods.

Earnings

Net Income for the periods ended June 30 was:

Three Months Six Months
2012 2011 2012 2011

Net Income $ 26 $ 20 $ 51 $ 59

The changes in the components of Net Income between these periods were due to the following factors, which reflect
reclassification for items included in margins.

Three Months Six Months

Margin $ $ $ (3)
Other operation and maintenance 2 (7)
Depreciation (1) (3)
Taxes, other than income (1) (2)
Other Income (Expense) - net (2)
Interest Expense 2 2
Income Taxes (2) 5
Total $ 6 $ (8)

• See “Statement of Income Analysis - Margins - Changes in Non-GAAP financial Measures” for an explanation of
margins.

• Higher other operation and maintenance for the six-month period, due to $7 million of higher steam maintenance costs
primarily resulting from an increased scope of scheduled plant outages.
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Outlook. LG&E projects lower earnings in 2012 compared with 2011, as margin increases are not expected to offset operating expense
increases, including depreciation. Actual results will be dependent on the effects of the economy and the impact of weather
on retail sales among other variables.

In June 2012, LG&E filed a request with the KPSC for an increase in annual base electric rates of approximately $62 million
and an increase in annual base gas rates of approximately $17 million. The proposed request would result in a 6.9% increase
in the base electric rates and a 7.0% increase in the base gas rates, and would be effective in January 2013. LG&E’s
application includes a request for authorized return-on-equity of 11%. A hearing on these matters is expected to be scheduled
during the fourth quarter of 2012. LG&E cannot predict the outcome of this proceeding.

Earnings in 2012 are subject to various risks and uncertainties. See forward-Looking Information,” the rest of this Item 2,
Notes 6 and 10 to the financial Statements in this Form lO-Q and Item 1. Business” and “Item 1A. Risk factors” in LG&E’s
2011 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 Measure

The following discussion includes fmancial information prepared in accordance with GAAP, as well as a non-GAAP
fmancial measure, “Margins.” Margins 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. Margins is a single fmancial performance measure of LG&E’s operations. 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. Certain costs associated with these mechanisms, primarily ECR and
DSM, are recorded as “Other operation and maintenance” and “Depreciation”. As a result, this measure represents the net
revenues from LG&E’s operations. This performance measure is used, in conjunction with other information, internally by
senior management to manage operations and analyze actual results compared to budget.

Reconciliation of Non-GAAP Financial Measures

The following tables reconcile “Operating Income” to “Margins” as defmed by LG&E for the periods ended June 30.

_______________________________________________

2011 Three_Months
Operating

_______________ _______________ _______________

Margins Other (a) Income (b)

$ 297 $ 297Operating Revenues
Operating Expenses

Fuel
Energy purchases
Other operation and maintenance
Depreciation
Taxes, other than income

Total Operating Expenses
Total

Margins Other (a)

8 $ 83
1 36

82
39
91
37

_______

5 5
130 124 254

$ 167 $ (124) $ 43

2012 Three Months
Operating

Margins Other (a) Income (b)

$ 304 $ 304

92 92
25 25
11 $ $1 92

1 37 38
6 6

129 ]24 253
S 175 $ (124) S 51

2012 Six Months

82
39

2011 Six Months
Operating Operating

_______________

Income (b) Margins Other (a) Income (b)

Operating Revenues $ 657 $ 657 $ 695 $ 695
Operating Expenses
Fuel 181 181 167 167
Energy purchases 98 98 149 149
Other operation and maintenance 21 $ 169 190 19 $ 162 181
Depreciation 1 75 76 1 72 73
Taxes, other than income 1 1 1 1 9 9

Total Operating Expenses 301 255 556 336 243 579
Total $ 356 $ (255) $ 101 $ 359 $ (243) $ 116
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(a) Represents amounts excluded from Margins.
(b) As reported on the Statement of Income.

Changes in Non-GAAP Financial Measures

Margins increased by $8 million and decreased by $3 million during the three and six months ended June 30, 2012, compared
with the same periods in 2011. The positive impact during the three-month period primarily resulted from $8 million of
higher retail margins, as volumes were impacted by increases in production levels at some of LG&E’s larger industrial
customers and warmer weather during the three months ended June 30, 2012. Total cooling degree days increased by 14%
compared to the same period in 2011. The negative impact during the six-month period primarily resulted from $3 million of
lower wholesale margins, as volumes were impacted by lower market prices.

Other Operation and Maintenance

The increase (decrease) in other operation and maintenance expense for the periods ended June 30, 2012, compared with
2011,was due to:

Three Months Six Months
Steam maintenance (a) $ (2) $ 7Other

3 2
Total

$ I $ 9

(a) Higher steam maintenance costs of $7 million for the six-month period due to an increased scope of scheduled outages.

Income Taxes

The increase (decrease) in income taxes for the periods ended June 30, 2012, compared with 2011, was due to:

Three Months Six Months

Higher (lower) pre-tax book income S 3 $ (5)
Other

(1)

______________

Total
$ 2 $ (5)

See Note 5 to the Financial Statements for additional information on income taxes.

Financial Condition

Liquidity and Capital Resources

LG&E had the following at:

June 30, 2012 December 31, 2011

Cash and cash equivalents $ 25 $ 25

LG&Es cash and cash equivalents position was primarily the net result of:

• cash provided by operating activities of $160 million, partially offset by
• capital expenditures of $120 million;
• the payment of $31 million of common stock dividends; and
• notes receivable from affiliates of $6 million.

LG&E’s cash provided by operating activities decreased by $17 million for the six months ended June 30, 2012, compared
with 2011, primarily due to:

• a net increase in cash outflows related to working capital, excluding fuel, materials and supplies, of $37 million due to the
timing of cash receipts and payments, including an $8 million increase in accounts payable invoices paid on behalf of KU
and an $8 million increase in tax settlements with LIKE;

• a decrease in coal consumption resulting from lower coal-fired generation due to the mild winter weather and an increase
in combustion turbine generation that led to an increase of $30 million in coal inventory, along with an increase in price
per ton of coal in comparison to 2011; and
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• a decrease in net income of $8 million due to unseasonably mild weather during the first four months of 2012, lower off
system sales and higher operation and maintenance expenses, adjusted for non-cash effects of $4 million (defmed benefit
plans - expense of $2 million and other noncash items of $6 million, partially offset by depreciation of $3 million and
deferred income taxes and investment tax credits of $1 million); partially offset by

• a decrease in cash outflows of $42 million due to a reduction in discretionary defined benefit plan contributions and
• a decrease in cash outflows related to accrued taxes of $15 million primarily due to the timing of property tax payments.

LG&E’s cash used in investing activities increased by $208 million for the six months ended June 30, 2012, compared with
2011, primarily due to proceeds from the sale of other investments of $163 million in 2011 and an increase in capital
expenditures of $41 million as a result of increased environmental spending, primarily related to landfills, and infrastructure
improvements at generation, distribution, transmission and gas storage facilities.

LG&Es cash used in fmancing activities decreased by $186 million for the six months ended June 30, 2012, compared with
2011, primarily due to a repayment on a revolving line of credit of $163 million and a net decrease in notes payable with
affiliates of $12 million in 2011, along with lower common stock dividends paid to LKE of $11 million in 2012.

Credit Facilities

At June 30, 2012, LG&E’s committed borrowing capacity under its credit facilities and the use of this borrowing capacity
were:

Committed Letters of Unused
Capacity Borrowed Credit Issued Capacity

Syndicated Credit facility (a) $ 400 $ 400

(a) The conm-iitments under LG&Es Syndicated 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 available to LG&E.

LG&E participates in an intercompany money pool agreement whereby LKE and/or KU make available to LG&E flmds up to
$500 million at an interest rate based on a market index of commercial paper issues. At June 30, 2012 and December 31,
2011, there was no balance outstanding.

See Note 7 to the Financial Statements for further discussion of LG&E’s credit facilities.

Rating Agency Actions

Moody’s, S&P and Fitch periodically review the credit ratings on the debt securities of LG&E. 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 LG&E are based on information provided by LG&E and other sources. The
ratings of Moody’s, S&P and Fitch are not a recommendation to buy, sell or hold any securities of LG&E. 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 hi LG&E’s credit ratings could result in higher
borrowing costs and reduced access to capital markets.

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, LG&E is limiting its credit rating disclosure to a description of the actions taken by the rating agencies with
respect to LG&E’s ratings, but without stating what ratings have been assigned to LG&E’s securities. The ratings assigned by
the rating agencies to LG&E and its securities may be found, without charge, on each of the respective rating 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.

The rating agencies took the following actions related to LG&E:

in February 2012, Fitch assigned ratings to LG&E’s newly established commercial paper program.

In March 2012. Moody’s affirmed the following ratings:
• the long-term ratings of the First Mortgage Bonds for LG&E;
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• the issuer ratings for LG&E; and
• the bank loan ratings for LG&E.

Also in March 2012, Moody’s and S&P each assigned short-term ratings to LG&E’s newly established commercial paper
programs.

In March and May 2012, Moody’s, S&P and Fitch affirmed the long-term ratings for LG&E’s 2003 Series A and 2007 Series
B pollution control bonds.

Ratings Triggers

LG&E has various derivative and non-derivative contracts, including contracts for the sale and purchase of electricity, fuel,
commodity transportation and storage and interest rate instruments, which contain provisions requiring LG&E to post
additional collateral, or permitting the couriterparty to terminate the contract, if LG&E’s 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 June 30, 2012. At June 30, 2012, if LG&E’s credit ratings had been below investment grade, the
maximum amount that LG&E would have been required to post as additional collateral to counterparties was $79 million for
both derivative and non-derivative commodity and commodity-related contracts used in its generation and marketing
operations, gas supply and interest rate contracts.

Capital Expenditures

LG&E has lowered its projected capital spending for 2012 by approximately $215 million from the previously disclosed
$554 million projection included in LG&E’s 2011 Form 10-K. The lower projected capital spending is due mainly to the
terminated Bluegrass CTs acquisition discussed in Notes 6 and 8 to the Financial Statements and the status of environmental
projects.

Risk Management

Market Risk

See Notes 13 and 14 to the Financial Statements for information about LG&E’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

LG&E’s rates are set by a regulatory commission and the fuel costs incurred are directly recoverable from custotners. As a
result, LG&E is subject to commodity price risk for only a small portion of on-going business operations. LG&E conducts
energy trading and risk management activities to maximize the value of the physical assets at times when the assets are not
required to serve LG&E’s or KU’s customers. See Note 14 to the Financial Statements for additional disclosures.

Interest Rate Risk

LG&E issues debt to fmance its operations, which exposes it to interest rate risk. LG&E utilizes various fmancial derivative
instruments to adjust the mix of fixed and floating interest rates in its debt portfolio when appropriate. Risk limits under
LG&E’s risk management program are designed to balance risk, exposure to volatility in interest expense and changes in the
fair value of LG&E’s debt portfolio due to changes in the absolute level of interest rates.

At June 30, 2012, LG&E’s potential annual exposure to increased interest expense, based on a 10% increase in interest rates,
was not significant.

LG&E is also exposed to changes in the fair value of its debt portfolio. LG&E estimated that a 10% decrease in interest rates
at June 30, 2012, would increase the fair value of its debt portfolio by $28 million.
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At June 30, 2012, LG&E had the following interest rate hedges outstanding:

Effect of a
Fair Value, 10% Adverse

Exposure Net - Asset Movement
Hedged (Liability) (a) in Rates

Economic hedges
Interest rate swaps (b) $ 179 $ (63) $ (3)

(a) Includes accrued interest.
(b) LG&E 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 LG&E is
exposed to changes in the fair value of these instruments, any realized changes in the fair value of such economic hedges are recoverable through
regulated rates and any subsequent changes in fair value of these derivatives are included in regulatory assets or liabilities. Sensitivities represent a
10% adverse movement in interest rates. The positions outstanding at June 30, 2012 mature through 2033.

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 and LG&E’s 2011 form 10-K for additional information.

Related Party Transactions

LG&E is not aware of any material ownership interest or operating responsibility by senior management of LG&E in outside
partnerships, including leasing transactions with variable interest entities, or other entities doing business with LG&E. See
Note 11 to the Financial Statements for additional information on related party transactions.

Environmental Matters

Protection of the environment is a major priority for LG&E and a significant element of its business activities. Extensive
federal, state and local environmental laws and regulations are applicable to LG&E’s air emissions, water discharges and the

• management of hazardous and solid waste, among other areas, and the costs of compliance or alleged non-compliance cannot
be predicted with certainty but could be material. hi addition, costs may increase significantly if the requirements or scope of
environmental laws or regulations, or similar rules, are expanded or changed from prior versions by the relevant agencies.
Costs may take the form of incteased capital or operating and maintenance expenses; monetary fmes, penalties or forfeitures;
or other restrictions. Many of these environmental law considerations are also applicable to the operations of key suppliers,
or customers, such as coal producers, industrial power users, etc. and may impact the costs for their products or their demand
for LG&E’s services. See “Item 1. Business - Environmental Matters” in LG&E’s 2011 Form JO-K and Note 10 to the
Financial Statements for a discussion of environmental matters.

New Accounting Guidance

See Notes 2 and 1$ to the Financial Statements for a discussion of new accounting guidance adopted and pending adoption.

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 arid require estimates or otherjudgments of matters inherently uncertain: revenue recognition - unbilled
revenue, price risk management, defined benefits, asset impairment, loss accruals, AROs, income taxes, and regulatory assets
and liabilities. See “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations” in
LG&E’s 2011 Form JO-K for a discussion of each critical accounting policy.
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KENTUCKY UTILITIES COMPANY

Item 2. Managements Discussion and Analysis of Financial Condition and Results of Operations

The following should be read in conjunction with KU’s Condensed Financial Statements and the accompanying Notes and
with KU’s 2011 form 10-K. Capitalized terms and abbreviations are defined in the glossary. Dollars are in millions, unless
otherwise noted.

‘Managements Discussion and Analysis of financial Condition and Results of Operations” includes the following
infonnation:

• “Overview” provides a description of KU and its business strategy, a summary of Net Income and a discussion of
certain events related to KU’s results of operations and fmancial condition.

• “Results of Operations” provides a summary of KU’s earnings and a description of factors expected to impact future
earnings. This section ends with explanations of significant changes in principal items on KU’s Statements of
thcome, comparing the three and six months ended June 30, 2012 with the same periods in 2011.

• “financial Condition - Liquidity and Capital Resources” provides an analysis of KU’s liquidity position and credit
profile. This section also includes a discussion of rating agency actions.

• “financial Condition - Risk Management” provides an explanation of KU’s risk management programs relating to
market and credit risk.

Overview

Introduction

KU, headquartered in Lexington, Kentucky, is a regulated utility engaged in the generation, transmission, distribution and
sale of electricity, in Kentucky, Virginia and Tennessee.

Business Strategy

KU’s overall strategy is to provide reliable, safe and competitively priced energy to its customers.

A key objective for KU is to maintain a strong credit profile through managing fmancing costs and access to credit markets.
KU continually focuses on maintaining an appropriate capital structure and liquidity position.

Financial and Operational Developments

Net Income

Net Income for the three and six months ended June 30, 2012 was $30 million and $68 million compared to $30 million and
$88 million for the same periods in 2011 representing a 23% decrease for the six-month period.

See “Results of Operations” for a discussion and analysis of KU’s earnings.

Terminated Bluegrass CTs Acquisition

In September 2011. KU and LG&E entered into an asset purchase agreement with Bluegrass Generation for the purchase of
the Bluegrass CTs. aggregating approximately 495 MW, plus limited associated contractual arrangements required for
operation of the units, for a purchase price of $110 million, pending receipt of applicable regulatory approvals. In May
2012, the KPSC issued an order approving the request to purchase the Bluegrass CTs. Also in May 2012, the FERC
issued an order conditionally authorizing the acquisition of the Bluegrass CTs, subject to approval by the FERC of
satisfactory mitigation measures to address market-power concerns. After a review of potentially available mitigation
options. KU and LG&E determined that the options were not commercially justifiable. hi June 2012, KU and LG&E
terminated the asset purchase agreement for the Bluegrass CTs in accordance with its terms and made applicable fi]ings with
the KPSC and FERC. KU and LG&E are currently assessing the impact of the Bluegrass contract termination and potential
future generation capacity options.
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NGCC Construction

In September 2011, KU and LG&E flied a CPCN with the KPSC requesting approval to build a 640 MW NGCC at the
existing Cane Run plant site in Kentucky. In May 2012, the KPSC issued an order approving the request. Subject to
finalizing contracting agreements and permitting activities, construction is expected to begin in 2012 and be completed
during 2015. The project, which includes building a natural gas supply pipeline and related transmission projects, has an
estimated cost of approximately $600 million ($470 million for KU and up to $130 million for LG&E).

In conjunction with this construction and to meet new, stricter federal EPA regulations with a 2015 compliance date, KU and
LG&E anticipate retiring six older coal-fired electric generating units at the Cane Run, Green River and Tyrone plants, which
have a combined summer capacity rating of 797 MW. The Cane Run and Green River coal units are anticipated to remain
operational until the NGCC generation and associated transmission project is completed.

Commercial Paper

In February 2012, KU established a commercial paper program for up to $250 million to provide an additional fmancing
source to fund its short-term liquidity needs. Commercial paper issuances will be supported by KU’s Syndicated Credit
Facility. KU had no commercial paper outstanding at June 30, 2012.

Results of Operations

The following discussion provides a summary of KU’s earnings and a description of 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 KU’s Statements of Income, comparing the three and six months ended June 30, 2012 with the
same periods in 2011.

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

Earnings

Net Income for the periods ended June 30 was:

Three Months Six Months
2012 2011 2012 2011

Net Income $ 30 $ 30 $ 68 $ 88

The changes in the components of Net Income between these periods were due to the following factors, which reflect
reclassifications for items included in margins.

Three Months Six Months

Margin $ 5 $ (12)
Other operation and maintenance 2 (6)
Depreciation (1) (3)
Taxes, other than income (2) (3)
Other 1 1
Other Income (Expense) - net (5) (7)
Income Taxes 10
Total $ $ (20)

• See “Statement of Income Analysis - Margins - Changes in Non-GAAP Financial Measures” for an explanation of
margins.

• Higher other operation and maintenance for the six-month period primarily due to a $6 million credit recorded in 2011 to
establish a regulatory asset related to 2009 storm costs.

• Higher other income (expense) - net for the three and six-month periods primarily due to equity losses from an
unconsolidated affiliate.

167



• Lower income taxes for the six-month period primarily due to the change in pre-tax income.

Outlook

KU projects lower earnings in 2012 compared with 2011, as margin increases are not expected to offset operating expense
increases, including depreciation. Actual results will be dependent on the effects of the economy and the impact of weather
on retail sales among other variables.

In June 2012, KU filed a request with the KPSC for an increase in annual base electric rates of approximately $82 million.
The proposed base electric rate increase would result in a 6.5% increase over KU’s present rate and would be effective in
January 2013. KU’s application includes a request for authorized return-on-equity of 11%. A hearing on these matters is
expected to be scheduled during the fourth quarter of 2012. KU cannot predict the outcome of this proceeding.

Earnings in 2012 are subject to various risks and uncertainties. See “Forward-Looking Information,” the rest of this Item 2,
Notes 6 and 10 to the Financial Statements in this Form 10-Q and “Item 1. Business” and “Item IA. Risk Factors” in KU’s
2011 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 Measure

The following discussion includes financial information prepared in accordance with GAAP, as well as a non-GAAP
financial measure. “Margins.” Margins 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. Margins is a single financial performance measure of KU’s operations. 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. Certain costs associated with these mechanisms, primarily ECR and
DSM, are recorded as “Other operation and maintenance” and “Depreciation”. As a result, this measure represents the net
revenues from KU’s operations. This performance measure is used, in conjunction with other information, internally by
senior management to manage operations and analyze actual results compared to budget.

Reconciliation of Non-GAAP Financial Measures

The following tables reconcile “Operating Income” to “Margins” as defined by KU for the periods ended June 30.

2012 Three Months 2011 Three Months
Operating Operating

Margins Other (a) Income (b) Margins Other (a) Income (b)

Operating Revenues $ 374 $ 374 $ 366 $ (1) $ 365
Operating Expenses

fuel 123 123 124 124
Energy purchases 29 29 25 25
Other operation and maintenance 12 $ $6 9$ 12 88 100
Depreciation 12 36 4$ 12 35 47
Taxes, other than income 6 6 4 4

Total Operating Expenses 176 128 304 173 127 300
Total $ 19$ $ (128) $ 70 $ 193 $ (128) $ 65
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2012 Six Months 2011 Six Months
Operating Operating

Margins Other (a) Income (b) Margins Other (a) Income (b)

Operating Revenues $ 754 $ 754 $ 771 $ 771
Operating Expenses

Fuel 247 247 254 254
Energy purchases 58 58 60 60
Other operation and maintenance 25 $ 16$ 193 22 $ 162 184
Depreciation 24 72 96 23 69 92
Taxes, other than income 12 12 9 9

Total Operating Expenses 354 252 606 359 240 599
Total $ 400 $ (252) $ 14$ $ 412 $ (240) $ 172

(a) Represents amounts excluded from Margins,
(b) As reported on the Statement of Income.

Changes in Non-GAAP Financial Measures

Margins increased by $5 million and decreased by $12 million during the three and six months ended June 30, 2012,
compared with the same periods in 2011. The positive impact during the three-month period primarily resulted from $4
million of higher retail margins, as volumes were impacted by increases in production levels at some of KU’s larger industrial
customers and warmer weather during the three months ended June 30, 2012. Total cooling degree days increased 2%
compared to the same period in 2011. The negative impact during the six-month period primarily resulted from $12 million
of lower retail margins, as volumes were impacted by unseasonably mild weather during the first four months of 2012. Total
heating degree days decreased 21% compared to the same period in 2011.

Other Operation and Maintenance

The increase (decrease) in other operation and maintenance expense for the periods ended June 30, 2012, compared with
2011,was due to:

Three Months Six Months

Distribution maintenance (a) $ 7
Other $ (2) 2
Total $ (2) $ 9

(a) Higher distribution maintenance primarily due to a $6 million credit to establish a regulatory asset that was recorded in the first quarter of 2011 related
to 2009 storm costs,

Other Income (Expense) - net

The increase (decrease) in Other Income (Expense) for the periods ended June 30, 2012, compared with 2011, was due to:

Three Months Six Months

Equity losses from an unconsolidated affiliate $ (4) $ (6)
Other (1) (1)
Total $ (5) $ (7)

Income Taxes

Income taxes decreased by $10 million for the six months ended June 30, 2012, compared with 2011, primarily due to the
change in pre-tax income.

See Note 5 to the Financial Statements for additional information on income taxes.

Financial Condition

Liquidity and Capital Resources

KU had the following at:
June 30, 2012 December 31, 2011

Cash and cash equivalents $ 3 $ 31
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The $28 million decrease in KU’s cash and cash equivalents position was the net result of:

• capital expenditures of $203 million and
• the payment of $48 million of common stock dividends, partially offset by
• cash provided by operating activities of $217 million and
• notes payable with affiliates of $6 million.

KUs cash provided by operating activities increased by $32 million for the six months ended June 30, 2012, compared with
2011, primarily due to a decrease in cash outflows of $27 million due to a reduction in discretionary defined benefit plan
contributions.

KU’s cash used in investing activities increased by $102 million for the six months ended June 30, 2012, compared with
2011, due to an increase in capital expenditures of $102 million as a result of increased environmental spending, primarily
related to landfills, and infrastructure improvements at generation, distribution and transmission facilities.

KU’s cash used in fmancing activities decreased by $38 million for the six months ended June 30, 2012, compared with 2011,
primarily due to lower common stock dividends paid to LKE of $20 million in 2012 and a higher notes payable with
affiliates.

Credit Facilities

At June 30. 2012, KU’s committed borrowing capacity under its credit facilities and the use of this borrowing capacity were:
Committed Letters of Unused
Capacity Borrowed Credit Issued Capacity

Syndicated Credit Facility S 400 $ 400
Letter of Credit Facility 198

______________

$ 198

______________

Total Credit Facilities (a) $ 598 $ 19$ $ 400

(a) The commitments under KU’s credit facilities are provided by a diverse bank group, with no one bank and its affiliates providing an aggregate
commitment of more than 19% of the total committed capacity available to KU.

KU participates in an intercompany money pooi agreement whereby LKE andlor LG&E make available to KU funds up to
$500 million at an interest rate based on a market index of commercial paper issues. At June 30, 2012, KU owed $6 million
and at December 31, 2011, there was no balance outstanding.

See Notes 7 and 11 to the Financial Statements for further discussion of KU’s credit facilities.

Rating Agency Actions

Moody’s, S&P and Fitch periodically review the credit ratings on the debt securities of KU. 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 KU are based on information provided by KU and other sources. The ratings of
Moody’s, S&P and Fitch are not a recommendation to buy, sell or hold any securities of KU. 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 KU’s credit ratings could result in higher bolTowing costs and reduced
access to capital markets.

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, KU is limiting its credit rating disclosure to a description of the actions taken by the rating agencies with respect
to KU’s ratings, but without stating what ratings have been assigned to KU’s securities. The ratings assigned by the rating
agencies to KU and its securities may be found, without charge, on each of the respective rating 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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The rating agencies took the following actions related to KU:

In february 2012, fitch assigned ratings to KU’s newly established commercial paper program.

In March 2012, Moody’s affirmed the following ratings:
• the long-term ratings of the First Mortgage Bonds for KU;
• the issuer ratings for KU; and
• the bank loan ratings for KU.

Also in March 2012, Moody’s and S&P each assigned short-term ratings to KU’s newly established commercial paper
programs.

Ratings Triggers

KU has various derivative and non-derivative contracts, including contracts for the sale and purchase of electricity, fuel, and
commodity transportation and storage, which contain provisions requiring KU to post additional collateral, or permitting the
counterparty to terminate the contract, if KU’s 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 June 30, 2012. At June 30, 2012,
if KU’s credit ratings had been below investment grade, the maximum amount that KU would have been required to post as
additional collateral to counterparties was $21 million for both derivative and non-derivative commodity and commodity-
related contracts used in its generation and marketing operations.

Capital Expenditures

KU has lowered its projected capital spending for 2012 by approximately $110 million from the previously disclosed $656
million projection included in KU’s 2011 form 10-K. The lower projected capital spending is due mainly to the terminated
Bluegrass CTs acquisition discussed in Notes 6 and 8 to the financial Statements and the status of environmental projects.

Risk Management

Market Risk

See Notes 13 and 14 to the Financial Statements for information about KU’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

KU’s rates are set by regulatory commissions and the fuel costs incurred are directly recoverable from customers. As a result,
KU is subject to commodity price risk for only a small portion of on-going business operations. KU conducts energy trading
and risk management activities to maximize the value of the physical assets at times when the assets are not required to serve
KU’s or LG&E’s customers. See Note 14 to the Financial Statements for additional disclosures.

Interest Rate Risk

KU issues debt to fmance its operations. which exposes it to interest rate risk. At June 30. 2012. KU’s potential annual
exposure to increased interest expense, based on a 10% increase in interest rates, was not significant.

KU is also exposed to changes in the fair value of its debt portfolio. KU estimated that a 10% decrease in interest rates at
June 30, 2012, would increase the fair value of its debt portfolio by $71 million.
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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 and KU’s 2011 Form 10-K for additional information.

Related Party Transactions

KU is not aware of any material ownership interest or operating responsibility by senior management of KU in outside
partnerships, including leasing transactions with variable interest entities, or other entities doing business with KU. See Note
11 to the Financial Statements for additional information on related party transactions.

Environmental Matters

Protection of the environment is a major priority for KU and a significant element of its business activities. Extensive
federal, state and local environmental laws and regulations are applicable to KU’s air emissions, water discharges and the
management of hazardous and solid waste, among other areas, and the costs of compliance or alleged non-compliance cannot
be predicted with certainty but could be material. In addition, costs may increase significantly if the requirements or scope of
enviroimiental laws or regulations, or similar rules, are expanded or changed from prior versions by the relevant agencies.
Costs may take the form of increased capital or operating and maintenance expenses; monetary fmes, penalties or forfeitures;
or other restrictions. Many of these environmental law considerations are also applicable to the operations of key suppliers,
or customers, such as coal producers, industrial power users, etc. and may impact the costs for their products or their demand
for KU’s services. See “Item 1. Business - Environmental Matters” in KU’s 2011 Form 10-K and Note 10 to the Financial
Statements for a discussion of environmental matters.

New Accounting Guidance

See Notes 2 and 18 to the Financial Statements for a discussion of new accounting guidance adopted and pending adoption.

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 fmancial condition or
results of operations and require estimates or other judgments of mailers inherently uncertain: revenue recognition - unbilled
revenue, price risk management, defmed benefits, asset impairment. loss accruals, AROs, income taxes, and regulatory assets
and liabilities. See “Item 7. Management’s Discussion and Analysis of Financial Condition and Resu]ts of Operations” in
KU’s 2011 form 10-K for a discussion of each critical accounting policy.
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PPL Corporation
PPL Energy Supply, LLC

PPL Electric Utilities Corporation
LG&E and KU Energy LLC

Louisville Gas and Electric Company
Kentucky Utilities Company

Item 3. Quantitative and Qualitative Disclosures About Market Risk

Reference is made to ‘Risk Management in each Registrant’s Item 2. Management’s Discussion and Analysis of financial
Condition and Results of Operations.”

Item 4. Controls and Procedures

(a) Evaluation of disclosure controls and procedures.

PPL Corporation, PPL Energy Supply, LLC, PPL Electric Utilities Corporation, LG&E and KU Energy LLC,
Louisville Gas and Electric Company, and Kentucky Utilities Company

The registrants’ principal executive officers and principal financial officers, based on their evaluation of the
registrants’ disclosure controls andprocedures (as defined in Rules 13a-15(e) or 15d-15(e) of the Securities
Exchange Act of 1934) have concluded that, as of June 30, 2012, the registrants’ disclosure controls and procedures
are effective to ensure that material infonnation relating to the registrants and their consolidated subsidiaries is
recorded, processed, summarized and reported within the time periods specified by the SEC’s rules and forms,
particularly during the period for which this quarterly report has been prepared. The aforementioned principal
officers have concluded that the disclosure controls and procedures are also effective to ensure that information
required to be disclosed in reports filed under the Exchange Act is accumulated and communicated to management,
including the principal executive and principal financial officers, to allow for timely decisions regarding required
disclosure.

(b) Change in internal controls over financial reporting.

PPL Corporation

The registrant’s principal executive officer and principal financial officer have concluded that there were no changes
in the registrant’s internal control over financial reporting during the registrant’s second fiscal quarter that have
materially affected, or are reasonably likely to materially affect, the registrant’s internal control over financial
reporting.

As reported in the 2011 form 10-K, PPLs principal executive officer and principal financial officer concluded that a
systems migration related to the WPD Midlands acquisition created a material change to its internal control over
financial reporting. Specifically, on December 1,2011, the use of legacy infoniiation technology systems at WPD
Midlands was discontinued and the related data, processes and internal controls were migrated to the systems,
processes and controls currently in place at PPL WW.

Risks related to the system migration were partially mitigated by PPL’s expanded internal control over financial
reporting that were implemented subsequent to the acquisition and PPLs existing policy of consolidating foreign
subsidiaries on a one-month lag, which provided management additional time for review and analysis of WPD
Midlands’ results and their incorporation into PPL’s consolidated financial statements.

PPL Energy Supply, LLC, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and
Electric Company, and Kentucky Utilities Company

The registrants’ principal executive officers and principal financial officers have concluded that there were no
changes in the registrants’ internal control over financial reporting during the registrants’ second fiscal quarter that
have materially affected, or are reasonably likely to materially affect, the registrants’ internal control over financial
reporting.
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PART II. 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:

• ‘Item 3. Legal Proceedings” in each Registrant’s 2011 Form 10-K; and
• Notes 5, 6 and 10 to the financial Statements.

Item I A. Risk Factors

There have been no material changes in the Registrant’s risk factors from those disclosed in “Item A. Risk Factors’ of the
2011 Form 10-K.

Item 4. Mine Safety Disclosures

Not applicable.
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Item 6. Exhibits

The following Exhibits indicated by an asterisk preceding the Exhibit number are filed herewith. The balance of the Exhibits
have heretofore been filed with the Commission and pursuant to Rule 12(b)-32 are incorporated herein by reference.
Exhibits indicated by a U are filed or listed pursuant to Item 601(b)(10)(iii) of Regulation S-K.

*4(a)
- Amendment No. 7 to PPL Employee Stock Ownership Plan, dated May 30, 2012

*4(b)
- Amendment No. 8 to PPL Employee Stock Ownership Plan, dated July 17, 2012

4(c) - Supplemental Indenture No. 8, dated as of June 14, 2012, among PPL Capital funding, Inc., PPL
Corporation and The Bank of New York Mellon (as successor to WMorgan Chase Bank, N. A.
(formerly known as The Chase Manhattan Bank)), as Trustee (Exhibit 4(b) to PPL Corporation Form 8-
K Report (file No. 1-11459) dated June 14, 2012)

U 10(a) - PPL Corporation 2012 Stock Incentive Plan (Aimex A to Proxy Statement of PPL Corporation, dated
April 3, 2012)

*10(b)
- Uncommitted Line of Credit Letter Agreement, dated as of July 1,2012, between PPL Energy Supply,

LLC, the Borrower, and Banco Bilbao Vizcaya Argentaria, S.A., the Bank
* 10(c) - Reimbursement Agreement, dated as of July 1,2012, between PPL Energy Supply, LLC and Banco

Bilbao Vizcaya Argentaria, S.A.

*L110(d) - PPL Corporation Executive Severance Plan, effective as of July 26, 2012
* 10(e) - Letter of Credit Issuance and Reimbursement Agreement, dated as of July 27, 2012, between PPL

Energy Supply, LLC and Canadian Imperial Bank of Commerce, New York Agency
* 12(a) - PPL Corporation and Subsidiaries Computation of Ratio of Earnings to Combined Fixed Charges and

Preferred Stock Dividends

* 12(b) - PPL Energy Supply, LLC and Subsidiaries Computation of Ratio of Earnings to Fixed Charges
* 12(c) - PPL Electric Utilities Corporation and Subsidiaries Computation of Ratio of Earnings to Combined

Fixed Charges and Preferred Stock Dividends
* 12(d) - LG&E and KU Energy LLC and Subsidiaries Computation of Ratio of Earnings to Fixed Charges
* 12(e) - Louisville Gas and Electric Company Computation of Ratio of Earnings to Fixed Charges

*12(f)
- Kentucky Utilities Company Computation of Ratio of Earnings to fixed Charges

Certifications pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. for the quarterly period ended June 30, 2012.
filed by the following officers for the following companies:

*31(a)
- PPL Corporation’s principal executive officer

*31(b)
- PPL Corporation’s principal fmancial officer

*31(c)
- PPL Energy Supply, LLC’s principal executive officer

*31(d)
- PPL Energy Supply, LLC’s principal financial officer

*31(e)
- PPL Electric Utilities Corporation’s principal executive officer

*31(f)
- PPL Electric Utilities Corporation’s principal fmancial officer

*31(g)
- LG&E and KU Energy LLC’s principal executive officer

*31(h)
- LG&E and KU Energy LLC’s principal fmancial officer

*31(i)
- Louisville Gas and Electric Company’s principal executive officer

*31(j)
- Louisville Gas and Electric Company’s principal financial officer

*31(k)
- Kentucky Utilities Company’s principal executive officer

*31(1)
- Kentucky Utilities Company’s principal financial officer
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Certifications pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, for the quarterly period ended June 30, 2012,
furnished by the following officers for the followine companies:

*32(a)
- PPL Corporation’s principal executive officer

*32(5)
- PPL Corporation’s principal fmancial officer

*32(c)
- PPL Energy Supply, LLC’s principal executive officer

*32(d)
- PPL Energy Supply, LLC’s principal fmancial officer

*32(e)
- PPL Electric Utilities Corporation’s principal executive officer

*32(j)
- PPL Electric Utilities Corporation’s principal fmancial officer

*32(g)
- LG&E and KU Energy LLC’s principal executive officer

*32(h)
- LG&E and KU Energy LLC’s principal fmancial officer

*32(1)
- Louisville Gas and Electric Company’s principal executive officer

*32(j)
- Louisville Gas and Electric Company’s principal fmancial officer

*32(k)
- Kentucky Utilities Company’s principal executive officer

*32(1)
- Kentucky Utilities Company’s principal financial officer

lOl.INS - XERL histance Document for PPL Corporation, PPL Energy Supply, LLC, PPL Electric Utilities
Corporation, LG&E and KU Energy LLC. Louisville Gas and Electric Company and Kentucky Utilities
Company

101.SCH - XBRI Taxonomy Extension Schema for PPL Corporation. PPL Energy Supply, LLC, PPL Electric
Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas arid Electric Company and Kentucky
Utilities Company

10I.CAL - XBRL Taxonomy Extension Calculation Linkbase for PPL Corporation, PPL Energy Supply, LLC.
PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company
and Kentucky Utilities Company

l01.DEf - XBRL Taxonomy Extension Defmition Linkbase for PPL Corporation, PPL Energy Supply, LLC, PPL
Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and
Kentucky Utilities Company

l01.LAB - XBRL Taxonomy Extension Label Linkbase for PPL Corporation, PPL Energy Supply, LLC, PPL
Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and
Kentucky Utilities Company

101 .PRE - XBRL Taxonomy Extension Presentation Linkbase for PPL Corporation, PPL Energy Supply, LLC,
PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company
and Kentucky Utilities Company
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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 undersied 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)

Date: August 8, 2012 Is! Vincent Sorgi
Vincent Sorgi

Vice President and Controller
(Principal Accounting Officer)

PPL Electric Utilities Corporation
(Registrant)

Date: August 8, 2012 Is! Vincent Sorgi
Vincent Sorgi

Vice President and
Chief Accounting Officer

(Principal Financial and Accounting
Officer)

LG&E and KU Energy LLC
(Registrant)

Louisville Gas and Electric Company
(Registrant)

Kentucky Utilities Company
(Registrant)

Date: August 8, 2012 Is! Kent W. Blake
Kent W. Blake

Chief Financial Officer
(Principal Financial Officer and Principal

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 ofDollars)

6 Months
Ended

June 30, Years Ended December 31,
2012 2011 2010 2009 2008 2007

Earnings, as defmed:
Income from Continuing Operations Before
Income Taxes $ 1,169 $ 2,201 $ 1,239 $ 538 $ 1,273 $ 1,230

Adjustment to reflect earnings from equity method
investments on a cash basis 1 7 1 2

1,169 2,202 1,246 539 1,273 1,232

Total fixed charges as below 520 1,022 698 513 568 609
Less:
Capitalized interest 29 51 30 43 57 55
Preferred security distributions of subsidiaries
on a pre-tax basis 6 23 21 24 27 23

Interest expense and fixed charges related to
discontinued operations 3 12 15 16 39

Total fixed charges included in Income from
Continuing Operations Before Income Taxes 485 945 635 431 46$ 492

Total earnings S 1,654 $ 3,147 S 1.881 $ 970 $ 1,741 $ 1.724

fixed charges, as defined:
Interest charges (a) S 497 $ 955 $ 637 S 446 $ 51$ $ 565
Estimated interest component of operating rentals 17 44 39 42 22 21
Preferred security distributions of subsidiaries
on a pre-tax basis 6 23 21 24 27 23

Fixed charges of majority-owned share of 50% or
less-owned persons 1 1 1

Total fixed charges (b) S 520 $ 1.022 $ 69$ S 513 $ 568 $ 609

Ratio of earnings to fixed charges 3.2 3.1 2.7 1.9 3.1 2.8
Ratio of earnings to combined fixed charges and
preferred stock dividends (c) 3.2 3.1 2.7 1.9 3.1 2.8

(a) Includes interest on long-term and short-term debt, as well as amortization of debt discount, expense and premium - net.
(b) Interest on unrecognized tax benefits is not included in fixed charges.
(c) 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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PPL ENERGY SUPPLY, LLC AND SUBSIDIARIES

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES
(Millions ofDollars,)

6 Months

Exhibit 12(b)

Total fixed charges as below
Less:
Capitalized interest

Years Ended December 31,
2012 2011 2010 2009 2008 2007

Interest expense and fixed charges related to
discontinued operations 3 147 102 157 217

Total fixed charges included in Income (Loss) from
Continuing Operations Before Income Taxes 94 209 246 218 176 117

Total earnings S 608 $ 1,422 5 1,134 $ 206 $ 847 S 904

Fixed charges, as defmed:
Interest charges (a) S
Estimated interest component of operating rentals
Fixed charges of majority-owned share of 50% or
less-owned persons 1 1 1

Total fixed charges (b) $ 118 $ 259 5 426 $ 364 $ 390 $ 388

Ratio of earnings to fixed charges (c) 5.2 5.5 2.7 0.6 2.2 2.3

(a) Includes interest on long-term and short-term debt, as well as amortization of debt discount, expense and premium - net.
(b) Interest on unrecognized tax benefits is not included in fixed charges.
(c) In Januaiy 2011, PPL Energy Supply distributed its 100% membership interest in PPL Global to PPL Energy Supply’s parent, PPL Energy Funding.

As a result, PPL Global’s operating results were reclassified as Discontinued Operations. Upon reflecting this reclassification, eamings were less
than fixed charges for 2009. See Note 9 in PPL Energy Supply’s 2011 Form 10-K for additional information. The total amount of fixed charges for
tIns period was approximately $364 million and the total amount of eamings was approximately $206 million. The amount of the deficiency, or die
amount of fixed charges in excess of eammgs, was approximately $158 million.

Ended
June30,

Earnings, as defmed:
Income (Loss) from Continuing Operations Before
Income Taxes $

Adjustments to reflect earnings from equity method
investments on a cash basis

514 $ 1,212 $ 881 $ (13) $ 671 $ 785

_____

1 7 1

____

2
514 1.213 888 (12) 671 787

118 259 426 364 390

24 47 33 44 57 54

388

105 $ 223 $ 387 $ 321 $
13 36 38 42

374 $ 374
15 14
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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 ofDollars)

6 Months
Ended

June 30, Years Ended December 31,
2012 2011 2010 2009 2008 2007

Earnings, as defmed:
Income Before Income Taxes $ 97 $ 257 $ 192 $ 221 $ 27$ $ 246

Total fixed charges as below 52 105 102 121 114 143

Total earnings S 149 $ 362 $ 294 S 342 5 392 $ 389

Fixed charges, as defmed:
Interest charges (a) $ 50 $ 102 $ 101 $ 120 $ 113 $ 139
Estimated interest component of operating rentals 2 3 1 1 1 4

Total fixed charges (b) $ 52 $ 105 $ 102 $ 121 $ 114 $ 143

Ratioofearningstofixedcharges 2.9 3.4 2.9 2.8 3.4 2.7

Preferred stock dividend requirements on a pre-tax
basis $ 6 $ 21 $ 23 $ 28 $ 2$ $ 27

fixed charges, as above 52 105 102 121 114 143

Total fixed charges and preferred stock dividends $ 58 S 126 $ 125 $ 149 $ 142 $ 170

Ratio of earnings to combined fixed charges and
preferred stock dividends 2.6 2.9 2.4 2.3 2.$ 2.3

(a) Includes interest on long-term and short-term debt, as well as amortization of debt discount, expense and premium - net.
(b) Interest on unrecognized tax benefits is not included in fixed charges.
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Exhibit 12(d)

300 $ (1,235) $ (1,536) $

(4) 11 (5)
1,493 1,806

(20) (19) 34
276 250 304 327

158 186 199 170

$ 434$ 436$ 503$ 497

153 $ 176 $ 184 $ 155

LG&E AND KU ENERGY LLC AND SUBSIDIARIES

COMPUTATION OF RATIO OF EARNINGS TO COMBINED FIXED CHARGES
(Millions ofDollars)

Successor Predecessor
10 Months

Ended
Oct. 31,

2010

6 Months Year 2 Months
Ended Ended Ended

Jun. 30, Dec. 31, Dec. 31,
2012 2011 2010

144 $ 419 $ 70 $

6 (1)

Year Ended December 31,
2009 2008 2007

332

Earnings, as defmed:
Income from Continuing Operations
Before Income Taxes $

Adjustment to reflect earnings from
equity method investments on a cash
basis

Loss on impairment of goodwill
Mark to market impact of derivative
instruments 2

150 418 72

_________ ________________________

Total fixed charges as below 78 153 25

_________ __________________________

Total earnings $ 228 $ 571 $ 97

Fixed charges, as defined:
Interest charges (a) $ 75 $ 147 $ 24 $
Estimated interest component of
operating rentals 3 6 1 5 5 5 4

Estimated discontinued operations
interest component of rental expense 5 10 10

Preferred stock dividends

_____________________________

1

Totalfixedcharges $ 78 $ 153 $ 25 $ 158 $ 186 $ 199 $ 170

Ratio of earnings to fixed charges 2.9 3.7 3.9 2.7 2.3 2.5 2.9

(a) Includes interest on long-term and short-term debt, as well as amortization of debt discount, expense and premium - net.
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Predecessor
10 Months

Ended
Oct. 31, Year Ended December 31,

2010 2009 2008 2007

$ 167 $ 142 $ 131 $ 179

(20) (20) 35
147 122 166 179

40 46 60 53

S 187 $ 168 $ 226 S 232

38$ 44$ 58$ 50

2 2 2 2

$ 40$ 46$ 60$ 53

Exhibit 12(e)

Successor

LOUISVILLE GAS AND ELECTRIC COMPANY

COMPUTATION OF RATIO OF EARNINGS TO COMBINED FIXED CHARGES
(Millions ofDollars)

6 Months Year 2 Months
Ended Ended Ended

Jun. 30, Dec. 31, Dec. 31,
2012 2011 2010

_________

Earnings, as defmed:
income Before Income Taxes $ 80 $ 195 $ 29
Mark to market impact of derivative
instruments I

80 195 30

_________

Total fixed charges as below 22 46 8

__________

Total earnings S 102 $ 241 $ 3$

Fixed charges, as defmed:
Interest charges (a) $ 21 $ 44 $ 8 $
Estimated interest component of
operating rentals 1 2

Preferred stock dividends

_______________________________ __________

Total fixed charges $ 22 $ 46 $ 8

Ratio of earnings to fixed charges 4.6 5.2 4.8 4.7 3.7 3.8 4.4

(a) Includes interest on long-term and short-term debt, as well as amortization of debt discount, expense and premium - net.
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Exhibit 12(f)
KENTUCKY UTILITIES COMPANY

COMPUTATION OF RATIO OF EARNINGS TO COMBINED FIXED CHARGES
(Millions ofDollars,)

Successor Predecessor
6 Months Year 2 Months 10 Months

Ended Ended Ended Ended
Jun. 30, Dec. 31, Dec. 31, Oct. 31, Year Ended December 31,

2012 2011 2010 2010 2009 2008 2007
Earnings, as defmed:

Income Before Income Taxes $ 10$ $ 282 $ 55 $ 21$ $ 200 $ 226 $ 244
Adjustment to reflect earnings from
equity method investments on a cash
basis 6 (1) (4) 11 (5)

Mark to market impact of derivative
instruments

_______________________________ __________

1 (1)
114 281 55 214 212 225 239

Total fixed charges as below 36 73 11 71 79 77 59

Total earnings $ 150 $ 354 $ 66 $ 285 $ 291 $ 302 $ 298

fixed charges, as defmed:
Interest charges (a) S 34 $ 70 $ 10 $ 69 $ 76 S 74 $ 57
Estimated interest component of
operating rentals 2 3 1 2 3 3 2

Total fixed charges $ 36 $ 73 $ 11 $ 71 S 79 $ 77 $ 59

Ratio of earnings to fixed charges 4.2 4.8 6.0 4.0 3.7 3.9 5.1

(a) Includes interest on long-term and short-term debt, as well as amortization of debt discount, expense and premium - net.
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Exhibit 3 1(a)

CERTIFI CATION

I, WILLIAM H. SPENCE, certify that:

1. I have reviewed this quarterly report on Form 1O-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 fmancial 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 defmed in Exchange Act Rules 13a-15(e) and lSd-15(e)) and internal control over fmancial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(fl) 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 fmancial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of fmancial reporting and
the preparation of fmancial 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: August 8. 2012 Is! William H. Spence
William H. Spence
Chairman. President and Chief Executive Officer
PPL Corporation
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Exhibit 3 1(b)

CERTIFICATION

I, PAUL A. FARR, certify that:

I have reviewed this quarterly report on Form 1O-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 mid
procedures (as defined in Exchange Act Rules 13a-15(e) and l5d15(e)) and internal control over financial reporting (as
defmed 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 fmancial reporting, or caused such internal control over fmancial 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

U. Disclosed in this report any change in the registrant’s internal control over fmancial 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 fmancial
reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
fmancial 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. My 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: August 8, 2012 1sf Paul A. Farr
Paul A. Farr
Executive Vice President and Chief Financial Officer
PPL Corporation
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Exhibit 31(c)

CERTIFICATION

I, DAVID G. DECAMPLI, certify that:

I have reviewed this quarterly report on Form 1O-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 Iinht 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 fmancial 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 fmancial reporting
(as defined in Exchange Act Rules 13a-15(f) and lSd-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 fmancial 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 fmancial 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 fmancial reporting.

Date: August 8. 2012 Is! David G. DeCampli
David G. DeCampli
President
PPL Energy Supply, LLC
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Exhibit 31(d)

CERTIFICATION

I, PAUL A. FARR, certify that:

I have reviewed this quarterly report on Form 1O-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 fmancial reporting to
be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of fmancial 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 fmancial reporting.

Date: August 8. 2012 Is! Paul A. Farr
Paul A. Farr
Executive Vice President
PPL Energy Supply, LLC
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Exhibit 3 1(e)

CERTIFICATION

I, GREGORY N. DUDKIN, certify that:

I have reviewed this quarterly report on form 1O-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 l3a-l5(e) and 15d-15(e)) and internal control over financial reporting
(as defined in Exchange Act Rules 13a-15(f) and 15d-15(O) 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 fmancial 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

U. 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: August 8, 2012 1sf Gregory N. Dudkin
Gregory N. Dudkin
President
PPL Electric Utilities Corporation
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Exhibit 31 (f)

CERTIFICATION

I, ViNCENT SORGI, certify that:

I have reviewed this quarterly report on Form l0-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 fmancial statements, and other fmancial information included in this report, fairly
present in all material respects the fmancial 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 defmed in Exchange Act Rules l3a-15(f) and 15d-l5(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 fmancial reporting, or caused such internal control over fmancial reporting to
be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of fmancial 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 fmancial
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 perfonning 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: August 8,2012 Is! Vincent Sorgi
Vincent Sorgi
Vice President and Chief Accounting Officer
PPL Electric Utilities Corporation
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Exhibit 31(g)

CE RTI Fl CATION

I, VICTOR A. STAFFIERI, certify that:

I have reviewed this quarterly report on form 1O-Q of LG&E and KU Energy 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 fmancial statements, and other fmancial information included in this report, fairly present in
all material respects the fmancial 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 defmed in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over fmancial reporting (as
defmed 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 fmancial reporting, or caused such internal control over fmancial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of fmancial reporting and
the preparation of fmancial 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 fmancial 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 fmancial
reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
fmancial 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 fmancial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and
report fmancial 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 fmancial reporting.

Date: August 8, 2012 Is! Victor A. Staffieri
Victor A. Staffieri
Chairman, President and Chief Executive Officer
LG&E and KU Energy LLC
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Exhibit 3 1(h)

CERTIFICATION

I, KENT W. BLAKE, certify that:

I have reviewed this quarterly report on Form 1O-Q of LG&E and KU Energy 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 fmancial statements, and other fmancial information included in this report, fairly present in
all material respects the fmancial 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 certif’ing 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 fmancial reporting (as
defmed in Exchange Act Rules 13a-15(f) and 15d-15(O) 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 infonnation 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 fmancial reporting, or caused such internal control over fmancial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of fmancial 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 fmancial 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 fmancial
reporting; and

5. The registrant’s other certif’ing officer and I have disclosed, based on our most recent evaluation of internal control over
fmancial 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: August 8, 2012 Is! Kent W. Blake
Kent W. Blake
Chief Financial Officer
LG&E and KU Energy LLC
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Exhibit 3 1(1)

CERTIFICATION

1, VICTOR A. STAFFIERI, certify that:

I have reviewed this quarterly report on Form 10-Q of Louisville Gas and Electric Company (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 necessaty 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 fmancial statements, and other fmancial information included in this report, fairly present in
all material respects the fmancial 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 fmancial reporting (as
defmed in Exchange Act Rules 13a-15(f) and 15d-l5(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 fmancial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of fmancial reporting and
the preparation of fmancial 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 coveted by
this report based on such evaluation; and

d. Disclosed in this report any change in the registrant’s internal control over fmancial 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 fmancial
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 fmancial information; and

b. Any fraud. tvhether or not material. that involves management or other employees who have a significant role in the
registrant’s internal control over fmancial reporting.

Date: August 8, 2012 Is! Victor A. Staffieri
Victor A. Staffieri
Chairman, President and Chief Executive Officer
Louisville Gas and Electric Company
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Exhibit 31(j)

CERTIFICATION

I, KENT W. BLAKE, certify that:

I have reviewed this quarterly report on Form lO-Q of Louisville Gas and Electric Company (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 fmancial statements, and other fmancial information included in this report, fairly present in
all material respects the fmancial 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 defmed in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over fmancial reporting (as
defmed 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 fmancial reporting, or caused such internal control over fmancial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of fmancial reporting and
the preparation of fmancial 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 fmancial 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
fmancial 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 fmancial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and
report fmancial information; and

b. My fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over fmancial reporting.

Date: August 8, 2012 Is! Kent W. Blake
Kent W. Blake
Chief financial Officer
Louisville Gas and Electric Company
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Exhibit 31(k)

CERTIFICATION

I, VICTOR A. STAFFIERI, certify that:

I have reviewed this quarterly report on form 1O-Q of Kentucky Utilities Company (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 fmancial statements, and other fmancial imfonnation included in this report, fairly present in
all material respects the fmancial 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 defmed in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over fmancial reporting (as
defmed in Exchange Act Rules 13a-15(f) and l5d-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. Desiuned such internal control over fmancial reporting. or caused such internal control over fmancial reporting to be
designed under our supervision. to provide reasonable assurance regarding the reliability of fmancial reporting and
the preparation of fmancial 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

U. 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 fmancial
reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
fmancial 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 fmancial 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: August 8. 2012 Is! Victor A. Staffieri
Victor A. Staffieri
Chairman. President and Chief Executive Officer
Kentucky Utilities Company
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Exhibit 31(1)

CERTI FICATION

1, KENT W. BLAKE, certify that:

I have reviewed this quarterly report on Form 1O-Q of Kentucky Utilities Company (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 fmancial statements, and other fmancial information included in this report, fairly present in
all material respects the fmancial 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 defmed in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over fmancial reporting (as
defmed in Exchange Act Rules 13a-15(f) and 15d-l5(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 fmancial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of fmancial reporting and
the preparation of fmancial 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 fmancial 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 fmancial
reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
fmancial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons
perfonning the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over fmancial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and
report fmancial 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 fmancial reporting.

Date: August 8, 2012 Is! Kent W. Blake
Kent W. Blake
Chief financial Officer
Kentucky Utilities Company
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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 CORPORATIONS FORM 10-Q FOR THE QUARTER ENDED JUNE 30, 2012

In connection with the quarterly report on Form 10-Q of PPL Corporation (the “Company”) for the quarter ended
June 30, 2012, as filed with the Securities and Exchange Commission on the date hereof (the “Covered Report”), 1, the
principal executive officer of the Company, pursuant to 1$ U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, hereby certify that:

• 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

• The information contained in the Covered Report fairly presents, in all material respects, the fmancial
condition and results of operations of the Company.

Date: August 8, 2012 Is? William H. Spence
William H. Spence
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 FORM 10-Q FOR THE QUARTER ENDED JUNE 30, 2012

In connection with the quarterly report on form l0-Q of PPL Corporation (the “Company”) for the quarter ended
June 30, 2012, 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 certifS’ that:

• 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

• The information contained in the Covered Report fairly presents, in all material respects, the
fmancial condition and results of operations of the Company.

Date: August 8, 2012 Is! Paul A. Farr
Paul A. Farr
Executive Vice President and Chief Financial 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(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, LLCS FORM 10-Q FOR THE QUARTER ENDED JUNE 30, 2012

In coimection with the quarterly report on form l0-Q of PPL Energy Supply, LLC (the “Company”) for the quarter
ended June 30, 2012, 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 1$ U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, hereby certify that:

• 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

• The information contained in the Covered Report fairly presents, in all material respects, the fmancial
condition and results of operations of the Company.

Date: August 8, 2012 Is! David G. DeCampli
David G. DeCampli
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(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 FORM 10-Q FOR THE QUARTER ENDED JUNE 30, 2012

In connection with the quarterly report on Form 10-Q of PPL Energy Supply, LLC (the “Company”) for the quarter
ended Jime 30, 2012, 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:

• 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

• The information contained in the Covered Report fairly presents, in all material respects, the financial
condition and results of operations of the Company.

Date: August 8, 2012 Is! Paul A. fmT
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 CORPORATIONS FORM 10-Q FOR THE QUARTER ENDED JUNE 30, 2012

In connection with the quarterly report on Form 10-Q of PPL Electric Utilities Corporation (the “Company”) for the
quarter ended June 30, 2012, 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:

• 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

• The information contained in the Covered Report fairly presents, in all material respects, the fmancial
condition and results of operations of the Company.

Date: August 8, 2012 Is! Gregory N. Dudkin
Gregory N. Dudkin
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(f)
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 FORM 10-Q FOR THE QUARTER ENDED JUNE 30, 2012

In connection with the quarterly report on Form 10-Q of PPL Electric Utilities Corporation (the “Company”) for the
quarter ended June 30, 2012, as filed with the Securities and Exchange Commission on the date hereof (the ‘Covered
Report”), I, the principal fmancial officer of the Company, pursuant to 1$ U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, hereby certify that:

• 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

• The information contained in the Covered Report fairly presents, in all material respects, the fmancial
condition and results of operations of the Company.

Date: August 8, 2012 /5/ Vincent Sorgi
Vincent Sorgi
Vice President and Chief Accounting Officer
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(g)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350

AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR LG&E AND KU ENERGY LLCS FORM 10-Q FOR THE QUARTER ENDED JUNE 30, 2012

In connection with the quarterly report on Form 10-Q of LG&E and KU Energy LLC (the “Company”) for the
quarter ended June 30, 2012, 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 1$ U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, hereby certi1’ that:

• The Covered Report ftiiiy complies with the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934, as amended; and

• The information contained in the Covered Report fairly presents, in all material respects, the fmancial
condition and results of operations of the Company.

Date: August 8, 2012 Is! Victor A. Staffieri
Victor A. Staffieri
Chairman, President and Chief Executive Officer
LG&E and KU Energy LLC

A sinned 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 3 2(h)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350

AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR LG&E AND KU ENERGY LLC’S FORM 10-Q FOR THE QUARTER ENDED JUNE 30, 2012

In connection with the quarterly report on Form 10-Q of LG&E and KU Energy LLC (the “Company”) for the
quarter ended June 30, 2012, 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 certi’ that:

• The Covered Report fully complies ith the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934, as amended; and

• The information contained in the Covered Report fairly presents, in all material respects, the financial
condition and results of operations of the Company.

Date: August 8, 2012 Is! Kent W. Blake
Kent W. Blake
Chief financial Officer
LG&E and KU Energy 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(1)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350

AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR LOUISVILLE GAS AND ELECTRIC COMPANY’S FORM 10-Q FOR THE QUARTER ENDED JUNE 30,

2012

In connection with the quarterly report on Form 10-Q of Louisville Gas and Electric Company (the Company) for
the quarter ended June 30, 2012, 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 certiI’ that:

• 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

• The information contained in the Covered Report fairly presents, in all material respects, the fmancial
condition and results of operations of the Company.

Date: August 8, 2012 Is! Victor A. Staffieri
Victor A. Staffieri
Chairman, President and Chief Executive Officer
Louisville Gas and Electric Company

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(j)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350

AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR LOUISVILLE GAS AND ELECTRIC COMPANY’S FORM 10-Q FOR THE QUARTER ENDED JUNE 30,

2012

In connection with the quarterly report on form 10-Q of Louisville Gas and Electric Company (the “Company”) for
the quarter ended June 30, 2012, as filed with the Securities and Exchange Commission on the date hereof (the “Covered
Report”), 1, the principal fmancial 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:

• 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

• The information contained in the Covered Report fairly presents, in all material respects, the fmancial
condition and results of operations of the Company.

Date: August 8, 2012 Is! Kent W. Blake
Kent W. Blake
Chief financial Officer
Louisville Gas and Electric Company

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(k)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350

AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR KENTUCKY UTILITIES COMPANY’S FORM 10-Q FOR THE QUARTER ENDED JUNE 30, 2012

In connection with the quarterly report on Form 10-Q of Kentucky Utilities Company (the “Company”) for the
quarter ended June 30, 2012, 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 1$ U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, hereby certify that:

• 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

• The information contained in the Covered Report fairly presents, in all material respects, the fmancial
condition and results of operations of the Company.

Date: August 8, 2012 Is! Victor A. Staffieñ
Victor A. Staffieri
Chairman, President and Chief Executive Officer
Kentucky Utilities Company

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(1)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350

AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR KENTUCKY UTILITIES COMPANY’S FORM 10-Q FOR THE QUARTER ENDED JUNE 30, 2012

In connection with the quarterly report on Form 10-Q of Kentucky Utilities Company (the “Company”) for the
quarter ended June 30, 2012, as filed with the Securities and Exchange Commission on the date hereof (the “Covered
Report”), I, the principal fmancial officer of the Company, pursuant to 1$ U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, hereby certi’ that:

• 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

• The information contained in the Covered Report fairly presents, in all material respects, the fmancial
condition and results of operations of the Company.

Date: August 8, 2012 Is! Kent W. Blake
Kent W. Blake
Chief financial Officer
Kentucky Utilities Company

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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One Quality Street
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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.
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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
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GLOSSARY OF TERMS AND ABBREVIATIONS

PPL Corporation and its current and former subsidiaries

.entral Networks - collectively Central Networks Fast 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 LIKE 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.

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 LIKE also relate to the consolidated entity.

LKS - LG&E and KU Services Company (formerly E.ON U.S. Services Inc.), a subsidiary of LKE that provides services for LIKE and its
subsidiaries. The subsidiary was acquired by PPL through the acquisition of LIKE in November 2010.

PPL - PPL Corporation, the parent holding company of PPL Electric, PPL Energy Funding, LIKE and other subsidiaries.

PPL Brunner Island - PPL Brunner Island, LLC, a subsidiary of PPL Generation that owns generating operations in Pennsylvania.

PPL Capital funding - PPL Capital Funding, Inc., a wholly owned fmancing subsidiary of PPL.

PPL Electric - PPL Electric Utilities Corporation, a public utility subsidiary of PPL that transmits and distributes electricity in its
f’?ennsylvania 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 EnergyPtus - 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 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, LLC, an indirect subsidiary of PPL Generation that generates electricity for wholesale sales in Montana and the
Pacific Northwest.

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



PPL Services - PPL Services Corporation, a subsidiary of PPL that provides services for PPL and its subsidiaries.

PL Susquehanna - PPL Susquehanna, LLC, the nuclear generating subsidiary of PPL Generation.

PL WEM - PPL WEM Holdings plc (formerly WPD Investment Holdings Limited), an indirect, wholly owned U.K. subsidiary of PPL
Global. PPL WEM indirectly wholly owns both WPD (East Midlands) and 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 plants in western Kentucky until July
2009. The subsidiary was acquired by PPL through the acquisition of LKE in November 2010.

Other terms and abbreviations

£ - British pound sterling.

I ‘010 Equity Unit(s) - a PPL equity unit, issued in June 2010, consisting of a 2010 Purchase Contract and, initially, a 5.0% undivided beneficial
,Wnership interest in $1,000 principal amount of PPL Capital funding 4.625% Junior Subordinated Notes due 2018.

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. I 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 Form 10-K - Annual Report to the SEC on Form 10-K for the year ended December 31, 2011.

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.

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 fmance construction projects of regulated
businesses, which is capitalized as part of construction costs.
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AOCI - accumulated other comprehensive income or loss.

RO - asset retirement obligation.

Jasetoad 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.

Bluegrass CTs - three natural gas combustion turbines owned by Bluegrass Generation. In 2011, LG&E and KU entered into an asset purchase
agreement with Bluegrass Generation for the purchase of these combustion turbines, subject to certain conditions including receipt of
applicable regulatory approvals and clearances. In June 2012, LG&E and KU terminated the asset purchase agreement.

Bluegrass Generation - Bluegrass Generation Company, L.L.C., an exempt wholesale electricity generator in LaGrange, Kentucky.

BREC - Big Rivers Electric Corporation, a power-generating mi-al electric cooperative in western Kentucky.

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. Authority granted by the KPSC pursuant to Kentucky Revised Statute 278.020 to
provide utility service to or for the public or the construction of any plant, equipment, property or facility for furnishing of utility service to the
public.

CSAPR - Cross-State Air Pollution Rule, the CSAPR implements Clean Air Act requirements concerning the transport of air pollution from

4
ower plants across state boundaries. The CSAPR replaces the 2005 CAIR, which the U.S. Court of Appeals for the D.C. Circuit ordered the

PA to revise in 2008. The court has granted a stay allowing CAIR to remain in place pending a ruling on the legal challenges to the
CSAPR. In August 2012, the court remanded CSAPR to the EPA for further action.

Customer Choice Act - the Pennsylvania Electricity Generation Customer Choice and Competition Act, legislation enacted to restructure the
states 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-franic Wall Street Reform and Consumer Protection Act that was signed into law in July 2010.

DOE - Department of Energy, a U.S. government agency.

DPCR4 - Distribution Price Control Review 4. the U.K. 5-year rate review period applicable to WPD that commenced April 1,2005.

DPCR5 - Distribution Price Control Review 5, the U.K. 5-year rate review period applicable to WPD that commenced April 1, 2010.

DRIP - Dividend Reinvestment and Direct Stock Purchase Plan.
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DSM- Demand Side Management. Pursuant to Kentucky Revised Statute 278.285, the KPSC may determine the reasonableness of DSM plansproposed by any utility under its jurisdiction. Proposed DSM mechanisms may seek full recovery of DSM programs and revenues lost byimplementing those programs andlor incentives designed to provide financial rewards to the utility for implementing cost-effective DSM(‘“fograms. The cost of such programs shall be assigned only to the class or classes of customers which benefit from the programs.
V
ECR - Environmental Cost Recovery. Pursuant to Kentucky Revised Statute 278.183, effective January 1993, Kentucky electric utilities areentitled 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.

E.ONAG - a German corporation and the parent of E.ON UK plc, the former parent of Central Networks, and the indirect parent of E.ON USInvestments Corp., the former parent of LKE.

EPA - Enviroim-iental 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.

F. W. Brown - a generating station in Kentucky with capacity of 1,631 MW.

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.

fTRs - financial transmission rights, which are financial instruments established to manage price risk related to electricity transmissioncongestion. They entitle the holder to receive compensation or require the holder to remit payment for certain congestion-related transmission
- harges 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 followingoccurs 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.

GB? - British pound sterling.

GHG - greenhouse gas(es).

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

Intermediate andpeaking generation - includes the output provided by PPL’s oil- and natural gas-fired units.

IronwoodAcquisition - In April 2012. PPL Ironwood Holdings, LLC, an indirect, wholly owned subsidiary of PPL Energy Supply,
completed the acquisition from a subsidiary of The AES Corporation of all of the equity interests of AES Ironwood, L.L.C. (subsequently
renamed PPL Ironwood, LLC) and AES Prescott, L.L.C. (subsequently renamed PPL Prescott, LLC), which own and operate, respectively, theIronwood Facility.

Ironwood Facility - a natural gas-fired power plant in Lebanon, Pennsylvania with a summer rating of 657 MW.

IRS - Internal Revenue Service, a U.S. government agency.

ISO - Independent System Operator.
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KI’SC - Kentucky Public Service Commission, the state agency that has jurisdiction over the regulation of rates and service of utilities in
Kentucky.

(“N/.. kilovolt

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.

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

MW- megawatt, one thousand kilowatts.

NDT - PPL Susquehannas 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. Derivatives that qualif’ for this
exception receive accrual accounting treatment.

NRC - Nuclear Regulatory Commission, the federal agency that regulates nuclear power facilities.

OCI - other comprehensive income or loss.

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

4 )pactty - 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 - Ohio 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 plant in Ohio and the Clifly Creek plant in Indiana, with combined nameplate capacities of 2,390 MW.

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

PJM - P]M 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 area who
have not chosen to select an alternative electricity supplier under the Customer Choice Act.

PP&E - property, plant and equipment.

Predecessor - refers to the LIKE, LG&E and KU pre-acquisition activity covering the time period prior to November 1, 2010.

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

Purchase Contract(s) - refers collectively to the 2010 and 2011 Purchase Contracts.

K4 V - regulatory asset value. This term is also commonly known as RAB or regulatory asset base.
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RECs - renewable energy credits.

egistrants - PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU, collectively.

egulation 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.

RfC - Reliability First Corporation, one of eight regional entities with delegated authority from NERC that work to safeguard the reliability of
the bulk power systems throughout North America.

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 concerning 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 of1933- the Securities Act of 1933, 15 U.S. Code, Sections 77a-77aa, as amended.

SERC - SERC Reliability Corporation, one of eight regional entities with delegated authority from NERC that work to safeguard the reliability
of the bulk power systems throughout North America.

(FMA 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.

SMGT - Southern Montana Electric Generation & Transmission Cooperative, Inc., a Montana cooperative and purchaser of electricity under a
long-term supply contract with PPL EnergyPlus that was terminated effective April 1, 2012.

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

Sticcessor - refers to the LKE, LG&E and KU post-acquisition activity covering the time period after October 31, 2010.

Superfziizd - 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 net summer capacity of 732 MW. LKE indirectly owns a 75%
interest (consists of LG&E’s 14.25% and KU’s 60.75% interests) in TC2 or 549 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.
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Utilization factor - a measure reflecting the percentage of electricity actually generated by plants compared with the electricity the plants
could produce at full capacity when available.

VaR - value-at-risk, a statistical model that attempts to estimate the value of potential loss over a given holding period under normal market
nditions 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
derlying assumptions and other statements which are other than statements of historical fact are ‘forward-looking statements’ within the
eaning of the federal securities laws. Although the Registrants 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 each Registrant’s 2011 Form 10-K and in “Item 2. Management’s Discussion and Analysis of Financial Condition and
Results of Operations” in this fonn 10-Q report, the following are among the important factors that could cause actual results to differ
materially from the forward-looking statements.

• 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 and cost of scheduled and unscheduled outages at ow generating facilities;
• transmission and distribution system conditions and operating costs;
• expansion of alternative sources of electricity generation;
• collective labor bargaining negotiations;
• the outcome of litigation against the Registrants and their subsidiaries;
• potential effects of threatened or actual terrorism, war or other hostilities, cyber-based intrusions or natural disasters;
• the conunitments and liabilities of the Registrants and their 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;
stock price performance of PPL;

J 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;

• 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 fmancial or commodity markets and economic conditions;
• new accounting requirements or new interpretations or applications of existing requirements;
• changes in securities and credit ratings;
• 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, including

additional NRC requirements;
• political, regulatory or economic conditions in states, regions or countries where the Registrants or their subsidiaries conduct business;
• receipt of necessary governmental pennits, approvals and rate relief;
• new state, federal or foreign legislation or regulatory developments;
• the outcome of any rate cases or other cost recovery filings by PPL Electric at the PUC or the FERC, by LG&E at the KPSC or the FERC,

by KU at the KPSC, VSCC, TRA or the FERC, or by WPD at Ofgem in the U.K.;
• the impact of any state, federal or foreign investigations applicable to the Registrants and their subsidiaries and the energy industry;
• the effect of any business or industry restructuring;
• development of new projects, markets and technologies:
• performance of new ventures; and
• 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 the
Registrants on file with the SEC.

factors that could cause actual results to differ materially from those described in forward-looking statements emerge from time to time,
3nd it is not possible for the Registrants 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 the Registrants 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

(ThONDENSED CONSOLIDATED STATEMENTS OF INCOME
PL Corporation and Subsidiaries

(Unaudited)
(Millions ofDollars, except share data)

Three Months Ended Nine Months Ended
September 30, September 30,

2012 2011 2012 2011
Operating Revenues

Utility S 1,693 $ 1,675 $ 5,012 $ 4,695Unregulated retail electric and gas 218 189 620 517Wholesale energy marketing
Realized 1,076 907 3,367 2,677Unrealized economic activity (Note 14) (716) 216 (322) 229Net energy trading margins (11) (7) 7 14

Energy-related businesses 143 140 380 387
Total Operating Revenues 2,403 3,120 9,064 8,519

Operating Expenses
Operation

fuel 570 603 1,405 1,492Energy purchases
Realized 583 362 2,253 1,467
Unrealized economic activity (Note 14) (569) 176 (420) 49Other operation and maintenance 650 735 2,095 2,041Depreciation 27$ 252 813 697Taxes, other than income 90 90 26$ 238

Energy-related businesses 137 135 363 368

I
Total Operating Expenses 1,739 2,353 6,777 6,352

Jperating Income 664 767 2,287 2,167

Other Income (Expense) - net (44) 37 (31) (2)

Other-Than-Temporary Impairments 5 1 6

Interest Expense 248 240 714 678

income from Continuing Operations Before Income Taxes 372 559 1,541 1.481

Income Taxes 17 110 364 429

Income from Continuing Operations After Income Taxes 355 449 1,177 1,052

Income (Loss) from Discontinued Operations (net of income taxes) (6) 2

Net Income 355 449 1,171 1,054

Net Income Attributable to Noncontrolling Interests 5 4 13

Net Income Attributable to PPL Shareowners 5 355 $ 444 S 1,167 $ 1,041

Amounts Attributable to PPL Shareowners:
Income from Continuing Operations After Income Taxes S 355 $ 444 $ 1,173 S 1,039
Income (Loss) from Discontinued Operations (net of income taxes)

____________

(6) 2
Net Income 5 355 $ 444 S 1,167 $ 1.041

Earnings Per Share of Common Stock:.Income from Continuing Operations After Income Taxes Available to PPL
Common Shareown ers:
Basic S 0.61 $ 0.76 5 2.01 $ 1.91Diluted $ 0.61 $ 0.76 $ 2.01 $ 1.91Net Income Available to PPL Common Shareowners:
Basic $ 0.61 $ 0.76 $ 2.00 $ 1.92
Diluted S 0.61 $ 0.76 $ 2.00 $ 1.91



Dividends Declared Per Share of Common Stock $ 0.36 $ 0.35 S 1.08 $ 1.05

Weighted-Average Shares of Common Stock Outstanding (in thousands)
Basic 580,585 577,595 579,847 541,135
Diluted 582,636 578,054 580,930 541,480

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 Corporation and Subsidiaries
(Unaudited)

f’llio,u

ofDollars)

Three Months Ended Nine Months Ended
September 30, September 30,

2012 2011 2012 2011

Net income $ 355 $ 449 $ 1,171 $ 1,054
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, ($2), $1, ($1) 152 (4) 49 156Available-for-sale securities, net of tax of ($14), $28, ($34), $15 13 (26) 2$ (13)Qualifying derivatives, net of tax of $14, ($19), ($41), ($30) (41) 41 27 48Equity investees’ other comprehensive income (loss), net of

taxof$0,$0,$2,$0 (3) (1)Defmed benefit plans:
Net actuarial gain (loss), net of tax of $0, $0, $28, $0 1 (85) 1Reclassifications to net income - (gains) losses, net of tax expense

(benefit):
Available-for-sale securities, net of tax of $0, $0, $3, $5 2 (4) (6)Qualifying derivatives, net of tax of $51, $57, $222, $163 (61) (94) (323) (252)Equity investees’ other comprehensive (income) loss, net of

tax of $0, $0, $0, $0
3Defmed benefit plans:

Prior service costs, net of tax of($l), ($2), ($4), ($5) 1 2 6 7Net actuarial loss, net of tax of($6), ($4), ($17), ($14) 17 13 54 36Total other comprehensive income (loss) attributable to PPL
Shareowners $1 (65) (251) (21)

iomprehensive income (loss) 436 384 920 1,033Comprehensive income attributable to noncontrolling interests 5 4 13
Comprehensive income (loss) attributable to PPL Shareowners $ 436 $ 379 $ 916 $ 1,020

The accon:pan)’jng Notes to Condensed Financial Statements are an integral part of the financial slate,nents.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
PPL Corporation and Subsidiaries
(Unaudited)
(Millions ofDollars)

Nine Months Ended
September 30,

2012 2011
Cash Flows from Operating Activities

Net income
$ 1,171 $ 1,054Adjustments to reconcile net income to net cash provided by operating activities

Depreciation
813 697Amortization
144 180Defined benefit plans - expense 123 165Deferred income taxes and investment tax credits 29$ 403Unrealized (gains) losses on derivatives, and other hedging activities 21 (190)Other
34 110Change in current assets and current liabilities

Accounts receivable 19 (134)Accounts payable (175) (164)Unbilled revenues 121 236Prepayments
(11) 286Counterparty collateral 13 (273)Taxes
29 (64)Accrued interest 43 111Other
15 87Other operating activities

Defined benefit plans - funding (526) (565)Other assets
1 (22)Other liabilities (39) (71)

Net cash provided by operating activities 2,094 1,846
Cash flows from Investing Activities

L
Expenditures for property, plant and equipment (2,078) (1,685))Proceeds from the sale of certain non-core generation facilities 381fronwood Acquisition, net of cash acquired (84)Acquisition of WPD Midlands

(5,763)Purchases of nuclear plant decommissioning trust investments (112) (144)Proceeds from the sale of nuclear plant decommissioning trust investments 102 134Proceeds from the sale of other investments 20 163Net (increase) decrease in restricted cash and cash equivalents 62 (51)Other investing activities (26) (74)
Net cash provided by (used in) investing activities (2,116) (7.039)Cash Flows from Financing Activities

Issuance of long-term debt $24 5,245Retirement of long-term debt (105) (708)Issuance of common stock 54 2,281Payment of common stock dividends (623) (543)Redemption of preference stock of a subsidiary (250)Debt issuance and credit facility costs (10) (84)Contract adjustment payments (71) (49)Net increase (decrease) in short-term debt (51) (322)
Other financing activities (8) (16)

Net cash provided by (used in) financing activities (240) 5,804
Effect of Exchange Rates on Cash and Cash Equivalents 6 (25)Net Increase (Decrease) in Cash and Cash Equivalents (256) 586Cash and Cash Equivalents at Beginning of Period 1,202 925
Cash and Cash Equivalents at End of Period $ 946 $ 1.511

The accon?pam’ing Notes to Condensc’d financial Statements are on integral part of the financial statenwnts.
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CONDENSED CONSOLIDATED BALANCE SIIEETS
PPL Corporation and Subsidiaries
(Unaudited)

(‘“yillions ofDollars, shares in thousands)

Assets

September 30,
2012

December 31,
2011

Current Assets
Cash and cash equivalents
Short-term investments
Restricted cash and cash equivalents
Accounts receivable (less reserve: 2012, $63: 2011, $54)

Customer
Other

Unbilled revenues
fuel, materials and supplies
Prepayments
Price risk management assets
Regulatory assets
Other current assets
Total Current Assets

Investments
Nuclear plant decommissioning trust funds
Other investments
Total hivestments

Property, Plant and Equipment
Regulated utility plant
Less: accumulated depreciation - regulated utility plant

C.
Regulated utility plant, net

Non-regulated property. plant and equipment
Generation
Nuclear fuel
Other

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

Construction work in progress
Property, Plant and Equipment, net (a)

Other Noncurrent Assets
Regulatoty assets
Goodwill
Other intangibles (a)
Price risk management assets
Other noncurrent assets
Total Other Noncurrent Assets

Total Assets

$ 946 $ 1,202
16

8$ 152

763 736
51 91

711 830
663 654
167 160

1,768 2,548
21 9
49 28

5,227 6,426

711 640
67 78

778 718

24,415 22,994
4,011 3,534

20,404 19,460

11,190 10,514
524 457
698 637

5,875 5,676
6,537 5,932
2,106 1,874

29,047 27.266

1,323 1,349
4,130 4,114

913 1,065
$60 920
962 790

8,188 8238

S 43,240 $ 42,648

(a) At September 30, 2012 and December31, 2011, includes $428 million and $416 million of PP&E, consisting primarily of”Generation,” including leasehold improvements,and $10 million 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 state,nents.
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CONDENSED CONSOLIDATED BALANCE SHEETS
PL Corporation and Subsidiaries

audited)
illions ofDollars, shares in thousands)

Liabilities and Equity

Current Liabilities
Short-term debt
Long-term debt due within one year
Accounts payable
Taxes
Interest
Dividends
Price risk management liabilities
Regulatory liabilities
Other current liabilities
Total Current Liabilities

Long-term Debt

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes
Investment tax credits
Price risk management liabilities
Accrued pension obligations
Asset retirement obligations
Regulatory liabilities
Other deferred credits and noncurrent liabilities
Total Deferred Credits and Other Noncurrent Liabilities

commitments and Contingent Liabilities (Notes 6 and 10)

Equity
PPL Shareowners’ Common Equity

Common stock - $0.01 par value (a)
Additional paid-in capital
Earnings reinvested
Accumulated other comprehensive loss
Total PPL Shareowners’ Common Equity

Noncontrolling Interests
Total Equity

September 30,
2012

$ 526
313

1,071
95

335
210

1,184
65

1,088
4,887

18,711

3,705
315
884

1,086
500
999
921

8,410

6
6,912
5,335

(1,039)
11,214

18
11,232

December 31,
2011

$ 578

1,214
65

287
207

1,570
73

1,261
5,255

17,993

3,326
285
$40

1,313
484

1,010
1,046
8,304

6
6,813
4,797
(788)

10,828
268

11,096

Total Liabilities and Equity S 43,240 $ 42.64$

(a) 780,000 shares authorized; 580,970 and 578,405 shares issued and outstanding at September 30, 2012 and December 31, 2011.

The acconipanving Notes to Condensed Financial Statements are an integral part of the financial Stat e,nents.
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CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
PPL Corporation and Subsidiaries
(Unauthted)
(Millions ofDollars,)

(Th PPL Shareowners
Common

stock Accumulated
shares Additional other Non-

outstanding Common paid-in Earnings comprehensive controlling
(a) stock capital reinvested loss interests Total

June 30, 2012 580,213 $ 6 $ 6,886 $ 5,190 $ (1,120) $ 18 $ 10,980
Common stock issued (b) 757 21 21
Stock-based compensation (c) 5 5
Net income 355
Dividends, dividend equivalents,

redemptions and distributions (e) (210) (210)
Other comprehensive

income (loss)

____________ __________ ____________ ______________

$1

____________

81

September30,2012 580,970 $ 6 $ 6,912 $ 5,335 $ (1,039) $ 18 $ 11,232

December3l,2011 578,405 $ 6 $ 6,813 $ 4,797 S (788) $ 268 $ 11,096
Common stock issued (b) 2,565 71 71
Stock-based compensation (c) 28 28
Net income 1,167 4 1,171
Dividends, dividend equivalents,

redemptions and distributions (e) (629) (254) (883)
Other comprehensive

income (loss)

____________ __________ ____________ ______________

(251)

____________

(251)

September30,2012 580,970 $ 6 $ 6,912 $ 5,335 $ (1,039) $ 18 $ 11,232

June3O,2011 577,265 $ 6 $ 6,774 $ 4,306 $ (435) $ 268 $ 10,919
Common stock issued (b) 579 16 16
Stock-based compensation (c) 5 5
)et income 444 5 449

Dividends, dividend equivalents
and distributions (e) (203) (5) (208)

Other comprehensive
income (loss)

____________ ___________ ____________ _______________

(65)

____________

(65)

September30,2011 577,844 S 6 $ 6,795 $ 4,547 $ (500) $ 268 $ 11,116

December 31, 2010 483,391 $ 5 $ 4,602 $ 4,082 $ (479) $ 268 $ 8,478
Common stock issued (b) 94,453 1 2,328 2,329
Purchase Contracts (U) (141) (141)
Stock-based compensation (c) 6 6
Net income 1,041 13 1,054
Dividends, dividend equivalents

and distributions (e) (576) (13) (589)
Other comprehensive

income (loss)

___________ __________ ___________ _____________

(21)

___________

(21)

September 30, 2011 577,844 $ 6 $ 6,795 $ 4,547 $ (500) $ 26$ $ 11,116

(a) Shares in thousands. Each share entitles the holder to one vote on any question presented at any shareowners meeting.
(b) Each period includes shares of common stock issued through various stock and incentive compensation plans. The nine months ended September 30, 2011 includes the April

issuance of 92 million shares of common stock.
(c) The three and nine months ended September 30, 2012 include $7 million and $42 million and the three and nine months ended September 30, 2011 include $5 million and

$27 million of stock-based compensation expense related to new and existing unvested equity awards. The three and nine months ended September 30, 2012 include $(2)
million and $(l4) million and the nine months ended September 30, 2011 includes $(21) million related primarily to the reclassification from “Stock-based compensation to
“Common stock issued for the issuance of common stock after applicable equity award vesting periods and tax adjustments related to stock-based compensation.

(d) 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.
(e) “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. In June 2012, PPL Electric redeemed all of its outstanding preference stock at par value, $250 million in
the aggregate. See Note 7 for additional information.

The accompam’ing Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF INCOME
PPL Energy Supply, LLC and Subsidiaries
(Unauthted)

illions ofDollars)

Three Months Ended Nine Months Ended
September 30, September 30,

2012 2011 2012 2011
Operating Revenues

Wholesale energy marketing
Realized $ 1,076 $ 907 $ 3,367 $ 2,677
Unrealized economic activity (Note 14) (716) 216 (322) 229

Wholesale energy marketing to affiliate 23 5 61 15
Unregulated retail electric and gas 219 190 623 51$
Net energy trading margins (11) (7) 7 14
Energy-related businesses 128 130 336 354
Total Operating Revenues 719 1,441 4,072 3,807

Operating Expenses
Operation

Fuel 321 358 728 826
Energy purchases

Realized 421 161 1,715 701
Unrealized economic activity (Note 14) (569) 176 (420) 49

Energy purchases from affiliate 1 1 2 3
Other operation and maintenance 220 208 769 741

Depreciation 73 62 206 181
Taxes, other than income 1$ 1$ 50
Energy-related businesses 125 130 326 350
Total Operating Expenses 610 1,114 3,379 1901

( Operating Income 109 327 693 906

2ther Income (Expense) - net 4 2 14 20

Other-Than-Temporary Impairments 5 1 6

Interest Income from Affiliates 1 2 2 6

Interest Expense 43 52 123 150

Income from Continuing Operations Before Income Taxes 71 274 585 776

Income Taxes 16 104 202 305

Income from Continuing Operations After Income Taxes 55 170 383 471

Income (Loss) from Discontinued Operations (net of income taxes)

____________ ____________ ____________

2

Net Income 55 170 383 473

Net Income Attributable to Noncontrolling Interests 1 1 1

_____________

Net Income Attributable to PPL Energy Supply Member $ 54 $ 169 S 382 $ 472

Amounts Attributable to PPL Energy Supply Member:
Income from Continuing Operations After Income Taxes $ 54 $ 169 $ 382 S 470
Income (Loss) from Discontinued Operations (net of income taxes)

____________ ____________ ____________

2
Net Income S 54 $ 169 S 382 $ 472

The accompenning Notes to Condensed f(ncuical Statements are an inft’gral par ofthefina;ical stateownis,
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CONDENSED CONSOLIDATED STATEMENTS Of COMPREHENSIVE INCOME
PPL Energy Supply, LLC and Subsidiaries

naudited)
illions ofDollars)

Three Months Ended Nine Months Ended
September 30, September 30,

2012 2011 2012 2011

Net income $ 55 $ 170 $ 383 $ 473

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

benefit:
Available-for-sale securities, net oftax of ($14), $28, ($34), $15 13 (26) 28 (13)
Qualifying derivatives, net of tax of($1), ($27), ($53), ($48) (1) 39 46 68
Defined benefit plans:

Net actuarial gain (loss), net of tax of $0, $0, $0, $0 1
Reclassifications to net income - (gains) losses, net of tax expense

(benefit):
Available-for-sale securities, net of tax of $0, $0, $3, $5 2 (4) (6)
Qualifying derivatives, net of tax of $62, $50, $230, $153 (92) (73) (339) (220)
Equity investees other comprehensive (income) loss, net of

tax of$0, $0, $0, $0 3
Defined benefit plans:

Prior service costs, net of tax of($l), ($1), ($2), ($3) 1 1 4 3
Net actuarial loss, net of tax of($1), ($1). ($1). ($2) 2 1 8 3

Total other comprehensive income (loss) attributable to
PPL Energy Supply Member (77) (55) (257) (161)

Comprehensive income (loss) (22) 115 126 312
Comprehensive income attributable to noncontrolling interests 1 1 1 1

omprehensive income (loss) attributable to PPL Energy
SupplyMember S (23) $ 114 $ 125 $ 311

The acconipanving I/ales to Condensed financial Staienieios are an iniegi-al par! of the financial statements.
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CONDENSED CO SOLIDATED STATEMENTS OF CASH FLOWS
PPL Energy Supply, LLC and Subsidiaries
(Unaudited)

(“yuhions ofDollars)

Nine Months Ended September 30,
2012 2011

Cash Flows from Operating Activities
Net income $ 383 $ 473
Adjustments to reconcile net income to net cash provided by operating activities

Depreciation 206 182
Amortization 93 96
Defmed benefit plans - expense 33 26
Deferred income taxes and investment tax credits 132 226
Unrealized (gains) losses on derivatives, and other hedging activities (37) (155)
Other 33 42

Change in current assets and current liabilities
Accounts receivable (26) (43)
Accounts payable (110) (163)
Unbilled revenues 78 116
Counterparty collateral 12 (273)
Other (48) 92

Other operating activities
Defined benefit plans - funding (70) (136)
Other assets (16) (31)
Other liabilities 11 (12)

Net cash provided by operating activities 674 440
Cash Flows from Investing Activities

Expenditures for property, plant and equipment (460) (499)
Proceeds fiom the sale of certain non-core generation facilities 381
Ironwood Acquisition, net of cash acquired (84)
Expenditures for intangible assets (36) (45)
)Purchases of nuclear plant decommissioning trust investments (112) (144)
Proceeds from the sale of nuclear plant decommissioning trust investments 102 134
Net (increase) decrease in notes receivable from affiliates 198
Net (increase) decrease in restricted cash and cash equivalents 70 (36)
Other investing activities 14 7

Net cash provided by (used in) investing activities (308) (202)
Cash flows from Financing Activities

Retirement of long-tenn debt (6) (250)
Contributions from member 472 361
Distributions to member (733) (209)
Cash included in net assets of subsidiary distributed to member (325)
Net increase (decrease) in short-term debt (45) (100)
Other financing activities (1) (1)

Net cash provided by (used in) financing activities (313) (524)
Net Increase (Decrease) in Cash and Cash Equivalents 53 (286)

Cash and Cash Equivalents at Beginning of Period 379 661

Cash and Cash Equivalents at End of Period S 432 $ 375

The accompwn’hig 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

naudited)
illions ofDollars)

Assets

September 30,
2012

December 31,
2011

Current Assets
Cash and cash equivalents
Restricted cash and cash equivalents
Accounts receivable (less reserve: 2012, $23; 2011, $15)

Customer
Other

Accounts receivable from affiliates
Unbilled revenues
Notes receivable from affiliates
Fuel, materials and supplies
Prepayments
Price risk management assets
Other current assets
Total Current Assets

Investments
Nuclear plant decommissioning trust funds
Other investments
Total Investments

Property, Plant and Equipment
Non-regulated property, plant and equipment

Generation
Nuclear fuel‘ Other

‘Less: accumulated depreciation - non-regulated property, plant and equipment
Non-regulated property, plant and equipment, net

Construction work in progress
Property, Plant and Equipment. net (a)

Other Noncurrent Assets
Goodwill
Other intangibles (a)
Price risk management assets
Other noncurrent assets
Total Other Noncurrent Assets

Total Assets

432 $ 379
80 145

190 169
25 31

101 89
324 402

I 9$
31$ 29$

20 14
1,767 2,527

116
3,263 4,263

711 640
43 40

754 680

11,199 10,517
524 457
260 245

5,750 5,573
6,233 5,646

935 840
7,168 6,486

86 86
249 386
837 896
379 382

1,551 1,750

S 12,736 $ 13,179

(a) At September 30, 2012 and December 31, 2011, includes $428 million and $416 million of PP&E, consisting primarily of “Generation,” including leasehold improvements,
and $10 million and $11 million of “Other intangibles” from the consolidation of a VIE that is the owner/lessor of the Lower Mt. Bethel plant.

The accompam’mg Notes to Condensed financial Statements are an integral part of the financial statements.

$
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CONDENSED CONSOLIDATED BALANCE SHEETS
PL Energy Supply, LLC and Subsidiaries
naudited)

,t’fjllions ofDollars)

September 30, December 31,
2012 2011

Liabilities and Equity

Current Liabilities
Short-term debt 5 355 $ 400
Long-term debt due within one year 313
Accounts payable 384 472
Accounts payable to affiliates 1 14
Taxes 62 90
Interest 55 30
Price risk management liabilities 1,141 1,560
Counteiparty collateral 160 148
Deferred income taxes 190 315
Other current liabilities 209 196
Total Current Liabilities 2,870 3,225

Long-term Debt 2,962 3,024

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes 1,301 1,223
Investment tax credits 171 136
Price risk management liabilities 806 785
Accrued pension obligations 161 214
Asset retirement obligations 360 349
Other deferred credits and noncurrent liabilities 204 186
Total Deferred Credits and Other Noncurrent Liabilities 3,003 2,893

ommitments and Contingent Liabilities (Note 10)

Equity
Membes equity 3,883 4,019
Noncontrolling interests 18 18
Total Equity 3,901 4,037

Total Liabilities and Equity S 12,736 $ 13,179

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

naudited)
illions ofDollars)

Non-
Member’s controlling

equity interests Total

June 30, 2012 $ 3,982 $ 1$ $ 4,000
Net income 54 1 55
Other comprehensive income (loss) (77) (77)
Distributions (76) (1) (77)

September 30, 2012 $ 3,883 $ 18 $ 3,901

December 31, 2011 $ 4,019 $ 18 $ 4,037
Net income 382 1 383
Other comprehensive income (loss) (257) (257)
Contributions from member 472 472
Distributions (733) (1) (734)

September 30, 2012 $ 3,883 $ 18 $ 3,901

June 30, 2011 $ 3,434 $ 1$ $ 3,452
Net income 169 1 170
Other comprehensive income (loss) (55) (55)
Contributions from member 193 193
Distributions (75) (1) (76)

September 30, 2011 $ 3,666 $ 18 $ 3,684

December 31, 2010 $ 4,491 $ 18 $ 4,509
Net income 472 1 473( Qther comprehensive income (loss) (161) (161)
)ontributions from member 361 361

Thstributions (209) (1) (210)
Distribution of membership interest in PPL Global (a) (1,288) (1,288)

September30,2011 $ 3,666 $ 18 $ 3,684

(a) In January 2011, PPL Energy Supply distributed its entire membership interest in 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, and no gains or losses were recognized on the
distribution.

The accompwn’ing Notes to Condensed financial Statements are an integral part of the financial statements.
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Operating Revenues
Retail electric
Electric revenue from affiliate
Total Operating Revenues

Operating Expenses
Operation

Energy purchases
Energy purchases from affiliate
Other operation and maintenance

Depreciation
Taxes, other than income
Total Operating Expenses

Operating Income

Other Income (Expense) - net

Interest Expense

Income Before Income Taxes

171
5

146
38
26

386

69

3 3

14

32

Income Taxes

___________ ___________

( Net Income (a)

distributions on Preference Stock

____________ ____________

Net Income Available to PPL

___________ ___________

(a) Net income approximates comprehensive income.

The accompanying Notes to Condensed Financial Statements are an integral part ofthe financial statements.

Nine Months Ended
September 30,

2012 2011

$ 1,303 $ 1,444
3 9

1,306 1,453

410 591
61 15

431 402
119 108
72 83

1,093 1,199

213 254

6 4

73 74

146 184

CONDENSED CONSOLIDATED STATEMENTS Of INCOME
PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)

illions ofDollars,)

Three Months Ended
September 30,

2012 2011

$ 443 $ 454
1 1

444 455

137
23

148
41
24

373

71

25

49

26

46

16

33

S 33

4

$ 28

47 56

99 128

4 12

$ 95 $ 116
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)

(‘Nfillions ofDollars)

Nine Months Ended
September 30,

2012 2011
Cash Flows from Operating Activities

Net income $ 99 $ 12$
Adjustments to reconcile net income to net cash provided by (used in) operating activities

Depreciation 119 108
Amortization 13 5
Defined benefit plans - expense 17 13
Deferred income taxes and investment tax credits 72 9
Other 3 2

Change in current assets and current liabilities
Accounts receivable 48 (5)
Accounts payable (43) (105)
Unbilled revenues 18 53
Prepayments 2 58
Regulatory assets and liabilities (1) 95
Taxes 19
Other (5) (7)

Other operating activities
Defmed benefit plans - funding (54) (102)
Other assets (1)
Other liabilities (27) (9)

Net cash provided by (used in) operating activities 261 261

Cash Flows from Investing Activities
Expenditures for property, plant and equipment (407) (357)

4 )Net (increase) decrease in notes receivable from affiliates (210)
Other investing activities

________________ ________________

Net cash provided by (used in) investing activities (614) (353)

Cash Flows from Financing Activities
Issuance of long-term debt 249 645
Retirement of long-term debt (45$)
Contributions from parent 150 56
Redemption of preference stock (250)
Payment of common stock dividends to parent (75) (76)
Other financing activities (10) (18)

Net cash provided by (used in) financing activities 64 149

Net Increase (Decrease) in Cash and Cash Equivalents (289) 57
Cash and Cash Equivalents at Beginning of Period 320 204
Cash and Cash Equivalents at End of Period $ 31 $ 261

The accompanying Notes to Condensed Financial Staic’ments are an integral part of the financial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Electric Utilities Corporation and Subsidiaries

nauthted)
illions ofDollars, shares in thousands)

September 30, December 31,
2012 2011

Assets

Current Assets
Cash and cash equivalents
Accotmts receivable (less reserve: 2012, $17; 2011, $17)

Customer
Other

Accounts receivable from affiliates
Notes receivable from affiliates
Unbilled revenues
Materials and supplies
Prepayments
Other current assets
Total Current Assets

Property, Plant and Equipment
Regulated utility plant
Less: accumulated depreciation - regulated utility plant

___________________
___________________

Regulated utility plant, net
Other, net
Construction work in progress

___________________
___________________

Property, Plant and Equipment, net

Other Noncurrent Assets‘ Regulatory assets
)Tntangibles
Other noncurrent assets
Total Other Noncurrent Assets

Total Assets

$ 31 $ 320

259 271
6 9
3 35

210
80 9$
38 42
76 7$
30 30

733 883

6,104 5,830
2,300 2,217
3,804 3,613

2 2
34$ 242

4,154 3.857

733 729
164 155
82 81

979 965

$ 5,866 $ 5,705

The accompanying Notes to Condensed Financial Statements are an integral part of thefinancial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
Electric Utilities Corporation and Subsidiaries

\Tnaudited)
Withons ofDollars, shares in thousands)

Liabilities and Equity

Current Liabilities
Accounts payable
Accounts payable to affiliates
Interest
Regulatory liabilities
Customer deposits and prepayments
Vacation
Other current liabilities
Total Current Liabilities

Long-term Debt

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes
Investment tax credits
Accrued pension obligations
Regulatory liabilities
Other deferred credits and noncurrent liabilities
Total Deferred Credits and Other Noncurrent Liabilities

Commitments and Contingent Liabilities (Notes 6 and 10)

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

September 30,
2012

December 31,
2011

$ 173 $ 171
57 64
19 24
52 53
26 39
23 22
50 47

400 420

1,967 1,718

1,187 1,115
4 5

142 186
12 7

109 129
1,454 1,442

250
364 364

1,129 979
552 532

2,045 2,125

$ 5,866 $ 5,705

4 Shareowners’ Equity
)Preference stock

- Common stock - no par value (a)
Additional paid-in capital
Earnings reinvested
Total Equity

Total Liabilities and Equity

(a) 170,000 shares authorized; 66,368 shares issued and outstanding at September 30, 2012 and December 31, 2011.
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CONDENSED CONSOLIDATED STATEMENTS OF SHAREOWNERS’ EQUITY
PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)

lillious ofDollars)

Common
stock

shares Additional
outstanding Preference Common paid-in Earnings

(a) stock stock capital reinvested Total

June 30, 2012 66,368 $ $ 364 $ 979 $ 538 $ 1,881
Net income 33

Capital contributions from PPL 150 150
Cash dividends declared on common stock

____________ ___________ ___________ ___________

(19) (19)
September 30, 2012 66,368 $ $ 364 $ 1,129 $ 552 $ 2,045

December 31, 2011 66,368 $ 250 $ 364 $ 979 $ 532 $ 2,125
Net income 99 99

Redemption of preference stock (b) (250) (250)
Capital contributions from PPL 150 150

Cash dividends declared on preference stock (4) (4)
Cash dividends declated on common stock

____________ ___________ ___________

(75) (75)
September 30, 2012 66,368 $ $ 364 $ 1,129 $ 552 $ 2,045

June3O,2011 66,368 $ 250 $ 364 $ 879 $ 487 $ 1,980
Net income 32 32
Capital contributions from PPL 56 56
Cash dividends declared on preference stock (4) (4)
Cash dividends declared on common stock

____________ ___________ ___________

(24) (24)
September 30, 2011 66,368 $ 250 $ 364 $ 935 $ 491 $ 2,040

‘)ecember3l, 2010 66,368 $ 250 $ 364 $ 879 $ 451 $ 1,944
Tet income 12$ 128
Capital contributions from PPL 56 56
Cash dividends declared on preference stock (12) (12)
Cash dividends declared on common stock

____________ ___________ ___________ ___________

(76) (76)
September 30, 2011 66,368 $ 250 $ 364 $ 935 $ 491 $ 2.040

(a) Shares in thousands. All coimnon shares of PPL Electric stock are owned by PPL.
(b) In June 2012, PPL Electric redeemed all of its outstanding preference stock, See Note 7 for additional infonnation.

The accoinpanving Notes to Condensed Financial Statements are an integral part ofthe financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF INCOME
LG&E and KU Energy LLC and Subsidiaries

naudited)
illions ofDollars)

Three Months Ended Nine Months Ended
September 30, September 30,

2012 2011 2012 2011

Operating Revenues $ 732 $ 736 $ 2,095 $ 2,140

Operating Expenses
Operation

Fuel 249 245 677 666
Energy purchases 27 32 135 179
Other operation and maintenance 186 187 589 566

Depreciation 87 84 259 249
Taxes, other than income 11 10 34 28
Total Operating Expenses 560 558 1,694 1,688

Operating Income 172 178 401 452

Other Income (Expense) - net (4) (14) (1)

Interest Expense 37 36 112 108

Income from Continuing Operations Before Income Taxes 131 142 275 343

Income Taxes 48 52 89 125

Income from Continuing Operations After Income Taxes 83 90 186 218

Income (Loss) from Discontinued Operations (net of income taxes)

____________

(1) (6) (1)

et1ncome(a) $ 83 $ 89 $ 180 $ 217

(a) Net income approximates comprehensive income.

The accompam’nig Notes to Condensed Financial Statements are an integral part ofthe financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)

(‘yilhons ofDollars)

Nine Months Ended September 30,
2012 2011

Cash Flows from Operating Activities
Net income $ 180 $ 217
Adjustments to reconcile net income to net cash provided by operating activities

Depreciation 259 249
Amortization 20 20
Defmed benefit plans - expense 30 38
Deferred income taxes and investment tax credits 92 206
Other (5) (14)

Change in current assets and current liabilities
Accounts receivable (25) 1
Accounts payable 4 (28)
Unbilled revenues 26 58
Fuel, materials and supplies 4 30
Income tax receivable 3 40
Taxes 51 2
Other 48 19

Other operating activities
Defined benefit plans - funding (66) (159)
Otherassets (3) (8)
Other liabilities 28 12

Net cash provided by operating activities 646 683
Cash Flows from Investing Activities

Expenditures for property, plant and equipment (525) (296)
Proceeds from the sale of other investments 163
Net (increase) decrease in notes receivable from affiliates 9 8

et (increase) decrease in restricted cash and cash equivalents (3) (11)
Net cash provided by (used in) investing activities (519) (136)

Cash Flows from Financing Activities
Issuance of long-term debt 250
Net increase (decrease) in short-term debt (163)
Debt issuance and credit facility costs (1) (6)
Distributions to member (95) (469)

Net cash provided by (used in) financing activities (96) (388)
Net Increase (Decrease) in Cash and Cash Equivalents 31 159
Cash and Cash Equivalents at Beginning of Period 59 11
Cash and Cash Equivalents at End of Period $ 90 $ 170

The accompaming Notes to Condensed financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)

(‘Nfillions ofDollars)

September 30, December 31,
2012 2011

Assets

Current Assets
Cash and cash equivalents
Accounts receivable (less reserve: 2012, $19; 2011, $17)

Customer
Other

Unbilled revenues
fuel, materials and supplies
Prepayments
Notes receivable from affiliates
Income taxes receivable
Deferred income taxes
Regulatory assets
Other current assets

___________________

Total Current Assets

__________________ __________________

Investments

____________________

Property, Plant and Equipment
Regulated utility plant
Less: accumulated depreciation - regulated utility plant

___________________ ___________________

Regulated utility plant, net
Other, net
Construction work in progress

___________________ ___________________

Property, Plant and Equipment, net

_________________ _________________

Other Noncurrent Assets
Regulatory assets
Goodwill
Other intangibles
Other noncurrent assets

____________________

Total Other Noncurrent Assets

Total Assets

$ 90 $ 59

158 129
10 20

120 146
27$ 283

21 22
6 15

3
14$ 17
21 9

6 3
858 706

20 31

7,865 7,519
458 277

7,407 7,242
3 2

650 557
8,060 7,801

590 620
996 996
27$ 314
114 108

1,978 2,038

$ 10,916 $ 10,576

The accompanying Notes to Condensed Financial Statements ore an integral part oftheflnancial statements.
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CONDENSED CONSOUDATED BALANCE SHEETS
LG&E and KU Energy LLC and Subsidiaries

naudited)
thilions ofDollars)

Liabilities and Equity

Current Liabilities
Accounts payable
Accounts payable to affiliates
Customer deposits
Taxes
Regulatory liabilities
Interest
Salaries and benefits
Other current liabilities
Total Current Liabilities

Long-term Debt

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes
Investment tax credits
Accrued pension obligations
Asset retirement obligations
Regulatory liabilities
Price risk management liabilities
Other deferred credits and noncurrent liabilities
Total Deferred Credits and Other Noncurrent Liabilities

The acco,npanyingNotes to CondensedFinancialStaten:ents ate an integral part ofthefinancialstatenzents.

September 30,
2012

December 31,
2011

$ 206 $ 224
2 2

47 45
76 25
13 20
51 23
67 59
47 35

509 433

4,074 4,073

645 413
140 144
316 359
118 116
987 1,003

57 55
248 239

2,511 2,329

3,822 3,741

S 10,916 $ 10,576

‘‘ommitments and Contingent Liabilities (Notes 6 and 10)

Member’s equity

Total Liabilities and Equity
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CONDENSED CONSOLIDATED STATEMENTS Of EQUITY
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)

(bllions ofDollars)

Member’s
Equity

June 30, 2012 $
Net income $3
Distributions to member (35)
September 30, 2012 $ 3,822

December 31, 2011 $ 3,741
Net income 1 $0
Distributions to member (95)
Other comprehensive income (loss) (4)
September 30, 2012 $ 3.822

June3O,2011 $ 3,991
Net income 89
Distributions to member (323)
September 30, 2011 $ 3,757

December3l,2010 $ 4,011
Net income 217
Distributions to member (469)
Other comprehensive income (loss) (2)
September 30, 2011 $ 3,757

The accompam’mgNotes go Conde,gsedfinrnic,al Statements are an integral part of the financial statements.

26



(THIS PAGE LEFT BLANK INTENTIONALLY.)

27



CONDENSED STATEMENTS Of INCOME
Louisville Gas and Electric Company
(Unaudited)

illions

ofDollars)

Three Months Ended Nine Months Ended
September 30, September 30,

2012 2011 2012 2011
Operating Revenues

Retail and wholesale $ 324 S 323 $ 939 $ 974
Electric revenue from affiliate 9 17 51 61
Total Operating Revenues 333 340 990 1,035

Operating Expenses
Operation

Fuel 100 9$ 281 265
Energy purchases 18 24 110 155
Energy purchases from affiliate 3 7 9 25
Other operation and maintenance 87 91 277 272

Depreciation 38 37 114 110
Taxes, other than income 6 5 17 14
Total Operating Expenses 252 262 808 241

Operating Income 81 78 182 194

Other Income (Expense) - net (3) (3)

Interest Expense 10 11 31 34

Income Before Income Taxes 68 67 148 160

Income Taxes 25 24 54 58

tet Income (a) $ 43 $ 43 $ 94 $ 102

(a) Net income approximates comprehensive income.

The accompansing Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED STATEMENTS OF CASH FLOWS
Louisville Gas and Electric Company
(Unaudited)

‘Whop’s

ofDollars)

Nine Months Ended September 30,
2012 2011

Cash Flows from Operating Activities
Net income $ 94 $ 102
Adjustments to reconcile net income to net cash provided by operating activities

Depreciation 114 110
Amortization 8 9
Defmed benefit pians - expense 14 16
Deferred income taxes and investment tax credits 40 38
Other (11) 2

Change in current assets and current liabilities
Accounts receivable (5) 21
Accounts payable 2 (16)
Unbilled revenues 16 39
Fuel, materials and supplies (10) 16
Taxes 21 9
Other 13 3

Other operating activities
Defmed benefit plans - funding (26) (68)
Otherassets (2) (7)
Other liabilities (1) 5

Net cash provided by operating activities 267 279
Cash Flows from Investing Activities

Expenditures for property, plant and equipment (193) (127)
Proceeds from the sale of other investments 163
Net (increase) decrease in restricted cash and cash equivalents (3) (11)(, Net cash provided by (used in) investing activities (196) 25
)ash Flows from Financing Activities
Net increase (decrease) in notes payable with affiliates (12)
Net increase (decrease) in short-term debt (163)
Debt issuance and credit facility costs (1) (1)
Payment of common stock dividends to parent (47) (55)

Net cash provided by (used in) fmancing activities (48) (231)
Net increase (Decrease) in Cash and Cash Equivalents 23 73
Cash and Cash Equivalents at Beginning of Period 25 2
Cash and Cash Equivalents at End of Period $ 48 $ 75

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED BALANCE SHEETS
Louisville Gas and Electric Company
(Unaudited)

(‘syillions ofDollars, shares in thousands.)

Assets

September 30,
2012

December 31,
2011

Current Assets
Cash and cash equivalents
Accounts receivable (less reserve: 2012, $1; 2011, $2)

Customer
Other

Unbilled revenues
Accounts receivable from affiliates
Fuel, materials and supplies
Prepayments
Income taxes receivable
Deferred income taxes
Regulatory assets
Total Current Assets

Property, Plant and Equipment
Regulated utility plant
Less: accumulated depreciation - regulated utility plant

Regulated utility plant, net
Other, net
Construction work in progress
Property, Plant and Equipment, net

Other Noncurrent Assets
)RegulatoIy assets
Goodwill
Other intangibles
Other noncurrent assets
Total Other Noncurrent Assets

Total Assets

68 60
5 9

6549

6 7
4

2 2
917

S 42 $ 25

12
152

11
142

359 334

3,142 2,956
196 116

2,946 2,840
1

186 215
3,133 3,055

384 403
389 389
149 166

44 40
966 998

S 4,458 $ 4,387

The accompanying Notes to Condensed financial Statements are an integral part of the financial statements.
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Liabilities and Equity

Current Liabilities
Accounts payable
Accounts payable to affiliates
Customer deposits
Taxes
Regulatory liabilities
liiterest
Salaries and benefits
Other current liabilities
Total Current Liabilities

Long-term Debt

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes
Investment tax credits
Accrued pension obligations
Asset retirement obligations
Regulatory liabilities
Price risk management liabilities
Other deferred credits and noncurrent liabilities
Total Deferred Credits and Other Noncurrent Liabilities

4 “ommitments and Contingent Liabilities (Notes 6 and 10)

Stockholder’s Equity
Common stock - no par value (a)
Additional paid-in capital
Earnings reinvested
Total Equity

Total Liabilities and Equity

(a) 75,000 shares authorized; 21,294 shares issued and outstanding at September 30, 2012 and December31, 2011.

December 31,
20112012

$ 89 $ 94
24 26
23 22
34 13

5 10
11 6
18 14
14 14

218 199

1,112 1,112

520 475
41 43
71 95
55 55

467 478
57 55

108 113
1,319 1,314

424 424
1,278 1,278

107 60
1,809 1,762

S 4,458 $ 4,387

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

CONDENSED BALANCE SHEETS
Louisville Gas and Electric Company

i”NJnaudited)
.vIillions ofDollars, shares in thousands

September 30,
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CONDENSED STATEMENTS OF EQUITY
Louisville Gas and Electric Company
(Unaudited)c,“rfillions ofDollars)

Common
stock
shares Additional

outstanding Common paid-in Earnings
(a) stock capital reinvested Total

June 30, 2012 21,294 $ 424 $ 1,278 $ 80 $ 1,782
Net income 43 43
Cash dividends declared on common stock

____________ ___________ ____________

(16) (16)
September 30, 2012 21,294 $ 424 $ 1,278 $ 107 $ 1,809

December 31, 2011 21,294 $ 424 $ 1,278 $ 60 $ 1,762
Net income 94 94
Cash dividends declared on common stock

____________ ___________ ____________

(47) (47)
September 30, 2012 21,294 $ 424 $ 1,278 S 107 $ 1,809

June 30, 2011 21,294 $ 424 $ 1,278 $ 36 $ 1,738
Net income 43 43
Cash dividends declared on common stock

_____________ ____________

(13) (13)
September 30, 2011 21,294 $ 424 $ 1,278 $ 66 $ 1,768

December 31, 2010 21,294 $ 424 $ 1,278 $ 19 $ 1,721
Net income 102 102
Cash dividends declared on common stock

_____________ ____________ _____________

(55) (55)
September 30, 2011 21,294 $ 424 $ 1,278 $ 66 $ 1,768

Shares in thousands, All common shares of LG&E stock are owned by LKE

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statetneizis.
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CONDENSED STATEMENTS Of INCOME
Kentucky Utilities Company
(Unaudited)

/_‘‘yillions ofDollars,)

Three Months Ended Nine Months Ended
September 30, September 30,

2012 2011 2012 2011
Operating Revenues

Retail and wholesale $ 40$ $ 413 $ 1,156 $ 1,166
Electric revenue from affiliate 3 7 9 25
Total Operating Revenues 411 420 1,165 1,191

Operating Expenses
Operation

fuel 149 147 396 401
Energy purchases 9 8 25 24
Energy purchases from affiliate 9 17 51 61
Other operation and maintenance 93 90 286 274

Depreciation 49 47 145 139
Taxes, other than income 5 5 17 14
Total Operating Expenses 314 314 920 913

Operating Income 97 106 245 278

Other Income (Expense) net 1 (5) 1

Interest Expense 18 18 52 53

Income Before Income Taxes 80 88 188 226

Income Taxes 30 32 70 82

)et Income (a) S 50 $ 56 $ 118 $ 144

(a) Net income approximates comprehensive income.

The accompaming Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED STATEMENTS OF CASH FLOWS
Kentucky Utilities Company
(Unaudited)

illions ofDollars)

Nine Months Ended September 30,
2012 2011

Cash Flows from Operating Activities
Net income $ 118 $ 144
Adjustments to reconcile net income to net cash provided by operating activities

Depreciation 145 139
Amortization 9 10
Defmed benefit plans - expense 9 11
Deferred income taxes and investment tax credits 78 78
Other 1 (16)

Change in current assets and current liabilities
Accounts receivable (34) $
Accounts payable 9 5
Accounts payable to affiliates (4) (21)
Unbilled revenues 10 19
fuel, materials and supplies 16 14
Taxes 26 (5)
Other 32 15

Other operating activities
Defmed benefit plans - funding (20) (46)
Other assets (1) (1)
Other liabilities 16 5

Net cash provided by operating activities 410 359
Cash Flows from Investing Activities

Expenditures for property, plant and equipment (331) (168)
Net cash provided by (used in) investing activities (331) (16$)

4 Cash Flows from Financing Activities
)Net increase (decrease) in notes payable with affiliates (10)
Debt issuance and credit facility costs (2)
Payment of common stock dividends to parent (68) (8$)

Net cash provided by (used in) fmancing activities (6$) (100)
Net Increase (Decrease) in Cash and Cash Equivalents 11 91
Cash and Cash Equivalents at Beginning of Period 31 3
Cash and Cash Equivalents at End of Period S 42 $ 94

The accompanying Notes to Condensed financial Statements are an integral part of the financial statements.
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CONDENSED BALANCE SHEETS
Kentucky Utilities Company
(Unaudited)

illions ofDollars, shares in thousands)

September 30, December 31,
2012 2011

Assets

Current Assets
Cash and cash equivalents
Accounts receivable (less reserve: 2012, $2; 2011, $2)

Customer
Other

Unbilled revenues
Accounts receivable from affiliates
fuel, materials and supplies
Prepayments
Income taxes receivable
Deferred income taxes
Regulatory assets
Other current assets
Total Current Assets

___________________
___________________

Investments

Property, Plant and Equipment
Regulated utility plant
Less: accumulated depreciation - regulated utility plant

_____________________
____________________

Regulated utility plant, net
Construction work in progress

__________________
__________________

Property, Plant and Equipment, net

_________________
_________________

S 42 $ 31

90 69
5 9

71 81
14

126 141
9 7

5
5 5
4

1ther Noncurrent Assets
Regulatory assets
Goodwill
Other intangibles
Other noncurrent assets
Total Other Noncurrent Assets

Total Assets

6 3
372 351

19 31

4,723 4,563
262 161

4,461 4,402
463 340

4,924 4,742

206 217
607 607
129 148

60 60
1,002 1.032

S 6,317 $ 6,156

The accompanying Notes to Condensed financial Statements are an in/egi-al part of the financial statements.
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CONDENSED BALANCE SHEETS
entucky Utilities Company
naudited)

.tJillions ofDollars, shares in thousands)

Liabilities and Equity

Current Liabilities
Accounts payable
Accounts payable to affiliates
Customer deposits
Taxes
Regulatory liabilities
Interest
Salaries and benefits
Other current liabilities
Total Current Liabilities

Long-term Debt

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes
Investment tax credits
Accrued pension obligations
Asset retirement obligations
Regulatory liabilities
Other deferred credits and noncurrent liabilities
Total Deferred Credits and Other Noncurrent Liabilities

commitments and Contingent Liabilities (Notes 6 and 10)

Aockholder’s Equity
Common stock - no par value (a)
Additional paid-in capital
Accumulated other comprehensive income (loss)
Earnings reinvested
Total Equity

Total Liabilities and Equity

(a) 80,000 shares authorized; 37,818 shares issued and outstanding at September 30, 2012 and December 31, 2011.

December 31,
20112012

$ 107 $ 112
29 33
24 23
37 11

8 10
25 11
14 15
30 13

274 228

1,842 1,842

563 484
99 101
72 83
63 61

520 525
93 87

1,410 1,341

308 308
2,348 2,348

(4)
139 89

2,791 2,745

S 6,317 $ 6,156

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED STATEMENTS OF EQUITY
Kentucky Utilities Company
(Unaudited)

/‘‘SJillions ofDollars)

Common Accumulated
stock other

shares Additional comprehensive
outstanding Common paid-in Earnings income

(a) stock capital reinvested (loss) Total

June 30, 2012 37,$1$ $ 30$ $ 2,34$ $ 109 $ (4) $ 2,761
Net income 50 50
Cash dividends declared on common stock

____________ ___________ ____________

(20)

_________________

(20)
September3o,2012 37,818 $ 308 $ 2,348 $ 139 $ (4) $ 2,791

December 31, 2011 37,818 $ 30$ $ 2,34$ $ $9 $ 2,745
Netincome 11$ 11$
Cash dividends declared on common stock (6$) (68)
Other comprehensive income (loss)

_____________ ____________ ______________ ______________

$ (4) (4)
September 30, 2012 37,818 $ 30$ $ 2,348 $ 139 $ (4) $ 2,791

June3O,2011 37,818 $ 30$ $ 2,348 $ 55 $ (1) $ 2,710
Net income 56 56
Cash dividends declared on common stock (20) (20)
Other comprehensive income

(loss)

_____________ ____________ _____________ _____________

I
September 30, 2011 37,818 $ 30$ $ 2,348 $ 91 $ $ 2,747

December 31, 2010 37,818 $ 30$ $ 2,348 S 35 $ 2,691
Net income 144 144
Cash dividends declared

on common stock

_____________ ____________ ______________

(88)

___________________

(88)
ptember 30, 2011 37,818 $ 308 $ 2,348 $ 91 $ $ 2,747

(a) Shares in thousands. All common shares of KU stock are owned by LKE.

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

Interim Financinl Statements

(PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

Capitalized terms and abbreviations appearing in the unaudited combined notes to condensed fmancial statements are defmed in the
glossary. Dollars are in millions, except per share data, unless otherwise noted.

The accompanying unaudited condensed fmancial statements have been prepared in accordance with accounting principles generally accepted
in the U.S. for interim fmancial 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 fmancial
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 financial statements. All adjustments are of a normal recurring nature,
except as otherwise disclosed. Each Registrant’s Balance Sheet at December 31, 2011 is derived from that Registrant’s 2011 audited Balance
Sheet. The fmancial statements and notes thereto should be read in conjunction with the fmancial statements and notes contained in each
Registrant’s 2011 Form 10-K. The results of operations for the thee and nine months ended September 30, 2012, are not necessarily indicative
of the results to be expected for the full year ending December 31, 2012, or other future periods, because results for interim periods can be
disproportionately influenced by various factors, developments and seasonal variations.

The classification of certain prior period amounts has been changed to conform to the presentation in the September 30, 2012 fmancial
statements.

(PPL)

On April 1, 2011, PPL, though 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. PPL consolidates WPD, including WPD Midlands, on a one-month lag. Material intervening events, such as debt issuances that
occur in the lag period, are recognized in the current period fmancial statements. Events that are significant but not material are

isclosed. Therefore, the periods ended September 30, 2012 include three and nine months of WPD Midlands’ results, compared with thee and
e months for the same periods in 2011. See Note 8 for additional information on the acquisition.

(PPL and PPL Energy Supply)

In April 2012, an indirect, wholly owned subsidiary of PPL Energy Supply completed the Ironwood Acquisition. See Note 8 for additional
infonnation.

2. Summary of Significant Accounting Policies

(PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

The following accounting policy disclosures represent updates to Note 1 in each Registrant’s 2011 Form 10-K and should be read in
conjunction with those disclosures.

Accounts Receivable (PPL, PPL Energy Supply and PPL Electric)

PPL Electric’s customers may choose an alternative supplier for their generation supply. In accordance with a PUC-approved purchase of
accounts receivable program, PPL Electric continues to purchase 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 thee and nine months ended September 30, 2012, PPL Electric purchased $225 million
and $647 million of accounts receivable from unaffiliated third parties and $81 million and $237 million from its affiliate, PPL
EnergyPlus. During the three and nine months ended September 30, 2011, PPL Electric purchased $222 million and $674 million of accounts
receivable from unaffiliated third parties and $71 million and $191 million from its affiliate, PPL EnergyPlus.
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New Accounting Guidance Adopted (PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

air Value Measurements

ffective January 1, 2012, the Registrants prospectively adopted accounting guidance that was issued to clarify existing fair value measurement
guidance and to enhance fair value disclosures. The additional disclosures required by this guidance include quantitative information about
significant unobservable inputs used for Level 3 measurements, qualitative information about the sensitivity of recurring Level 3
measurements, information about any transfers between Levels 1 and 2 of the fair value hierarchy, information about when the current use of a
non-fmancial asset is different from the highest and best use, and the fair value hierarchy classification for assets and liabilities whose fair
value is disclosed only in the notes to the fmancial statements.

The adoption of this standard resulted in additional footnote disclosures but did not have a significant impact on the Registrants. See Note 13
for additional disclosures required by this guidance.

Testing Goodwill for Impairment

Effective January 1, 2012, the Registrants prospectively adopted accounting guidance which allows an entity to elect the option to first make a
qualitative evaluation about the likelihood of an impairment of goodwill. If, based on this assessment, the entity determines it is not more
likely than not that the fair value of a reporting imit is less than the carrying amount, the two-step goodwill impairment test is not
necessary. However, the first step of the impairment test is required if an entity concludes it is more likely than not that the fair value of a
reporting unit is less than the canying amount based on the qualitative assessment.

The adoption of this standard did not have a significant impact on the Registrants.

3. Segment and Related Information

(PPL)

See Note 2 in PPL’s 2011 Form 10-K for a discussion of reportable segments. In 2012, the International Regulated segment was renamed the
U.K. Regulated segment to more specifically reflect the focus of this segment. Other than the name change, there were no other changes to this
segment. Because the acquisition of WPD Midlands occurred on April 1, 2011, and PPL consolidates WPD Midlands on a one-month lag, the
Q,0 11 operating results of the U.K. Regulated segment for the nine-month period include five months of WPD Midlands results.

‘“‘financial data for the segments for the periods ended September 30 are:

Three Months Nine Months
2012 2011 2012 2011

Income Statement Data
Revenues from external customers

Kentucky Regulated $ 732 $ 736 $ 2,095 S 2,140
U.K. Regulated 528 493 1,647 1,138
Pennsylvania Regulated 443 454 1,303 1,444
Supply (a) 700 1,437 4,019 3,797

Total S 2,403 $ 3,120 $ 9,064 $ 8,519

Intersegment electric revenues
Pennsylvania Regulated $ I $ 1 $ 3 $ 9
Supply 23 5 61 15

Net Income Attributable to PPL Shareoiiers
Kentucky Regulated $ 72 $ 78 $ 148 S 184
U.K. Regulated 202 138 563 231
Pennsylvania Regulated 33 28 95 116
Supply (a) 4$ 200 361 510

Total $ 355 S 444 $ 1,167 S 1,041
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September 30, December 31,
2012 2011

(—lance Sheet Data
sets
Kentucky Regulated $ 10,546 $ 10,229
UK. Regulated 14,015 13,364
Pennsylvania Regulated 5,823 5,610
Supply 12,856 13,445

Total assets $ 43,240 $ 42,648

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

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 as calculated using the treasury stock method. For the three and nine months ended September 30,
2012 and 2011, these securities included stock options and performance units granted under incentive compensation plans and the Purchase
Contracts associated with Equity Units. F or the three and nine months ended September 30, 2012, these securities also included the PPL
common stock forward sale agreements. See Note 7 for additional information on the forward sale agreements.

The forward sale agreements were dilutive under the treasury stock method for the three and nine months ended September 30, 2012 because
the average stock price of PPL’s common shares exceeded the forward sale price indicated in the forward sale agreements.

The Purchase Contracts are dilutive under the treasury stock method if the average VWAP of PPL common stock for a certain period exceeds
approximately $30.99 and $28.80 for the 2011 and 2010 Purchase Contracts. The 2010 Purchase Contracts were dilutive for the three and nine
months ended September 30, 2012. Subject to antidilution adjustments at September 30. 2012, the maximum number of shares issuable to
settle the Purchase Contracts was 95.8 million shares, including 86.5 million shares that could be issued under standard provisions of the
Purchase Contracts and 9.3 million shares that could be issued under make-whole provisions in the event of early settlement upon a
\indamental Change.

Reconciliations of the amounts of income and shares of PPL common stock (in thousands) for the periods ended September30 used in the EPS
calculation are:

Three Months Nine Months
2012 2011 2012 2011

Income (Numerator)
Income from continuing operations after income taxes attributable to PPL

shareowners $ 355 $ 444 $ 1,173 S 1,039
Less amounts allocated to participating securities 2 2 7 4
Income from continuing operations after income taxes available to PPL

common shareowners $ 353 $ 442 $ 1,166 $ 1,035

Income (loss) from discontinued operations (net of income taxes) available

to PPL common shareowners $ $ $ (6) $ 2

Net income attributable to PPL shareowners $ 355 $ 444 $ 1,167 $ 1,041
Less amounts allocated to participating securities 2 2 7 4

Net income available to PPL common shareowners $ 353 $ 442 $ 1,160 $ 1,037

Shares of Common Stock (Denominator)
Weighted-average shares - Basic EPS 580,585 577,595 579,847 541,135
Add incremental non-participating securities:

Stock options and performance units 635 459 522 345
2010 Purchase Contracts 439 146
Forward sale agreements 977 415

Weighted-average shares - Diluted EPS 582,636 578,054 580,930 541,480
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Diluted EPS
Available to PPL common shareowners:

Income from continuing operations after income taxes
Income (loss) from discontinued operations (net of income taxes)
Net Income

$ 0.61 $ 0.76 $ 2.01

_______________ ______________

(0.01)
S 0.61 $ 0.76 S 2.00

$ 1.91

$ 1.91

For the periods ended September 30, 2012, PPL issued common stock related to stock-based compensation plans, ESOP and DRIP as follows:

(Shares in thousands) Three Months Nine Months

Stock-based compensation plans (a) 159
ESOP
DRIP 59$

(a) Includes stock options exercised, vesting of restricted stock and restricted stock units and conversion of stock units granted to directors.

for the periods ended September 30, the following 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 Nine Months
2012 2011 2012 2011

Stock options 4,935
Performance units 3

5. Income Taxes

êconciHations
of income tax expense for the periods ended September30 are:

(FFL)

(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 201 1-01, Pennsylvania allows 100% bonus depreciation for qualil’ing assets in the same year bonus depreciation is allowed for
federal tax purposes. Due to the decrease in projected taxable income related to bonus depreciation, PPL recorded state deferred income tax expense during the nine months
ended September 30. 2011 related to valuation allowances.

Basic EPS
‘ailabIe to PPL common shareowners:

Income from continuing operations after income taxes
Income (loss) from discontinued operations (net of income taxes)

Net income

Three Months Nine Months
2012 2011 2012 2011

$ 0.61 S 0.76 S 2.01

_______________ ______________

(0.01)
$ 0,61 $ 0.76 $ 2.00

5 1.91
0.01

$ 1.92

(Shares in thousands)

512
280

1,773

4,473 5,377
3

5,622
76

Nine MonthsThree Months

Reconciliation of Income Tax Expense
federal income tax on Income from Continuing Operations Before

Income Taxes at statutory tax rate - 35%
Increase (decrease) due to:

State income taxes, net of federal income tax benefit
State valuation allowance adjustments (a)
Impact of lower U.K. income tax rates (b)
U.S. income tax on foreign earnings - net of foreign tax credit (c)
federal and state tax reserve adjustments
Foreign tax reserve adjustments (d)
Enactment of the U.K’s finance Acts 2012 and 2011(b)
federal income tax credits
Amortization of investment tax credit
Depreciation not normalized (a)
State deferred tax rate change (e)
Net operating loss canyforward adjustments (f)
Nondeductible acquisition-related costs (g)
Other

Total increase (decrease)

Total income taxes from continuing operations

6
.)

$ 3$

2012 2011 2012 2011

S 130 $ 196 S 539 S 518

2
(30) (12) (75)

1 (10) 2
(2) 4 (7)

2 (5)
(74) (69) (74)

(5) (4) (12)
(2) (2) (7)
(2) (1) (6)
(6) (17)

(9)
1 9

(1) (3) (5) (10)
(113) ($6) (175) (89)

$ 17 $ 110 $ 364 $ 429

47
11

(31)
(25)

2
(69)
(II)
(6)
(7)

42



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. The federal provision for 100% bonus depreciation generally applies to property placed into service before January 1, 2012. The placed in-service deadline is
extended to January 1, 2013 for property tbat exceeds $1 million, has a production period longer than one year and baa a tax life of at least ten years.
The U.K. Finance Act of 2012, enacted in July 2012, reduced the U.K. statutory income tax rate from 25% to 24% retroactive to April 1,2012 and from 24% to 23%
effective April 1, 2013. As a result, PPL reduced its net deferred tax liabilities and recognized a deferred tax benefit in the third quarter of 2012 related to both rate decreases.

The U.K. Finance Act of 2011, enacted in July 2011, reduced the U.K. statutory income tax rate from 27°/b to 26% retroactive to April 1, 2011 and from 26% to 25%
effective April 1, 2012. As a result, PPL reduced its net deferred tax liabilities and recognized a deferred tax benefit in the third quarter of 2011 related to both rate decreases.

(c) During the three and nine months ended September 30, 2011, PPL recorded a $7 million and $21 million federal income tax benefit related to U.K. pension contributions.
(d) During the nine months ended September 30, 2012, PPL recorded a tax benefit following resolution of a U.K. tax issue related to interest expense.
(e) During the three and nine months ended September 30, 2012, PPL recorded adjustments related to state deferred tax liabilities.
(fl During the nine mnnths ended September 30, 2012, PPL recorded adjustments to deferred taxes related to net operating loss canyfonvards of LKE based on income tax

reosm adjustments.
(g) During the three and nine months ended September 30, 2011, PPL recorded non-deductible acquisition-related costs (primarily the U.K. stamp duty tax) associated with its

acqulsition of WPD Midlands,

(PPL Ener Supply)

(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 qualit’ing assets in the same year bonus depreciation is allowed for
federal tax purposes. Due to the decrease in projected taxable income related to bonus depreciation, PPL Energy Supply recorded state deferred income tax expense during
she nine months ended September 30, 2011 related to valuation allowances on state net operating loss carsyforwards.
During the three and nine months ended September 30, 2012, PPL Energy Supply recorded adjustments related to state deferred tax liabilities.

1PPL Electric)

Reconciliation of income Tax Expense
Federal income tax on Income Before Income Taxes at statutory

tax rate - 35%
Increase (decrease) due to:

Stase income taxes, net of federal income tax benefit
Federal and state tax reserve adjustments
Federal and state income tax return adjustments (a)
Depreciation not normalized (a)
Other

$ 17 $ 16 $ 51 $ 64

2 2 7 9
(2) (2) (5) (6)

(2)
(1) (1) (5) (6)

_______________

(1) (1) (3)
(1) (2) (4) (8)

$ 16 $ 14 $ 47 $ 56

(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. The 100% Pennsylvania bonus depreciation deduction created a current state income tax benefit for the flow-through impact of Pennsylvania regulated
state tax depreciation. The federal provision for 100% bonus depreciation generally applies to property placed in service before January 1, 2012.

Reconciliation of Income Tax Expense
Federal income tax on Income from Continulng Operations Before

Income Taxes at statutory tax rate - 35%
Increase (decrease) due to:

State income taxes, net of federal income tax benefit
State valuation allowance adjustments (a)
Federal and state tax reserve adjustments
Federal income tax credits
State deferred tax rate change (b)
Other

Total increase (decrease)

Total income taxes from continulng operations

Three Months Nine Months
2012 2011 2012 2011

$ 25 $ 96 $ 205 $ 272

1 11 25 38
2 2 6

1 2
(4) (5) (10) (11)
(6) (17)
(2) 1 (3) (2)
(9) 8 (3) 33

$ 16 $ 104 $ 202 $ 305

Three Months Nine Months
2012 2011 2012 2011

Total increase (decrease)

Total income taxes
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(LKE)

fconciation of Income Tax Expense
Federal income tax on Income from Continuing Operations Before

Income Taxes at statutory tax rate - 35%
Increase (decrease) due to:

State income taxes, net of federal income tax benefit
Amortization of investment tax credit
Net operating loss carryforward adjustments (a)
Other

Total increase (decrease)

Total income taxes from continuing operations

Three Months Nine Months
2012 2011 2012 2011

(a) During the nine months ended September 30, 2012, LKE recorded adjustments to deferred taxes related to net operating loss canyforwards based on income tax return
adjustments.

(LG&E)

Reconciliation of Income Tax Expense
Federal income tax on Income Before Income Taxes at statutory

tax rate - 35%
Increase (decrease) due to:

State income taxes, net of federal income tax benefit
Other

Unrecognized Tax Benefits (FPL, PFL Energy Supply, PFL Electric, LKE, LG&E and KU)

Changes to unrecognized tax benefits for the periods ended September 30 were as follows.

PPL
Beginning of period
Additions based on tax positions of prior years
Reductions based on tax positions of prior years
Additions based on tax positions related to the current year
Reductions based on tax positions related to the current year
Lapse of applicable statutes ofltinitations
Effects of foreign currency translation

End of period (a)

S 2$ $ 31 $ 66 $ 79

$ 46 $ 50 $ 96 $ 120

5 4 7
(1) (1) (4)

(9)
(2) (1) (1)

2 2 (7)
$ 4$ $ 52 $ $9

11
(4)

(2)
5

$ 125

Three Months Nine Months
2012 2011 2012 2011

$ 24 $ 23 $ 52 $ 56

2 2
(1) (1)

1 1
$ 25 $ 24

Total increase (decrease)

Total income taxes

(KU)

Qconciliation of Income Tax Expense
Federal income tax on Income Before Income Taxes at statutory

tax rate - 35%
Increase (decrease) due to:

State income taxes, net of federal income tax benefit
Other

Total increase (decrease)

Total income taxes

5 5
(3) (3)

2 2
$ 54 $ 5$

Three Months Nine Months
2012 2011 2012 2011

3 3 6 7
(1) (2) (2) (4)

2 1 4 3

$ 30 $ 32 $ 70 $ 82

Three Months Nine Months
2012 2011 2012 2011

$ 113 $ 250 $ 145 $ 251
2 1 6 2

(14) (31) (14)
4 4

(1) (1) (2) (3)
(2) (3) (6) (8)

(2) 3
$ 112 $ 235 S 112 $ 235
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Three Months Nine Months
2012 2011 2012 2011

PPL EnerEy Supply
Beginning of period $ 31 $ 28 $ 28 $ 183
Additions based on tax positions of prior years 4
Reductions based on tax positions of prior years (1)
Derecognize unrecognized tax benefits (b) (155)
Endofpedod $ 31 $ 28 $ 31 $ 28

PPL Electric
Beginning of period $ 43 $ 56 $ 73 $ 62
Reductions based on tax positions of prior years (1) (28)
Additions based on tax positions related to tbe current year
Reductions based on tax positions related to the current year (1)
Lapse of applicable statutes of limitations (2) (3) (6) (8)

Endofperiod $ 40 $ 53 $ 40 $ 53

(a) Unrecognized tax benefits at September 30, 2011 included $146 million of U.K. capital losses related to positions previously recorded on U.K. income tax returns. In
October 2011, the U.K. tax authority accepted these capital loss positions. As a result, capital loss carryforwsrds were increased. PPL reversed the unrecognized tax benefit
and recorded a deferred tax asset in the fourth quarter of 2011. Simultaneously, PPL recorded a valuation allowance against the deferred lax asset related to the increase in
capital loss canyfonvards.

(b) Represents unrecognized tax benefits 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 9 in PPL Energy Supply’s 2011 Form 10-K for additional information on the distribution.

LKE’s, LG&E’s and KU’s unrecognized tax benefits and changes in those unrecognized tax benefits are insignificant for the three and nine
months ended September 30, 2012 and 2011.

At September 30, 2012, it was reasonably possible that during the next 12 months the total amount of unrecognized tax benefits could increase
or decrease by the following amounts. For LKE, LG&E and KU, no significant changes in unrecognized tax benefits are projected over the
next 12 months.

Increase Decrease

PPL $ 21 $ 105
PPL Energy Supply 1 31
PPL Electric 22 38

,‘ N
,Aiese potential changes could result from subsequent recognition, derecognition and/or changes in the measurement of uncertain tax positions

related to the creditability of foreign taxes, the timing and utilization of foreign tax credits and the related impact on alternative minimum tax
and other credits, the timing and/or valuation of certain deductions, intercompany transactions and unitary filing groups. The events that could
cause these changes are direct settlements with taxing authorities, litigation, legal or administrative guidance by relevant taxing authorities and
the lapse of an applicable statute of limitation.

At September 30, the total unrecognized tax benefits and related indirect effects that, if recognized, would decrease the effective tax rate were
as follows. The amounts for LICE, LG&E and KU were insignificant.

2012 2011

PPL $ 34 $ 172
PPL Energy Supply 14 12
PPL Electric 4 9

Other (PPL, PPL Energy Supply and PPL Electric)

PPL changed its method of accounting for repair expenditures for tax purposes effective for its 2008 tax year for the Pennsylvania generation,
transmission and distribution operations. The same change was made for the Montana generation operations for 2009.
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In August 2011, the IRS issued Rev. Procs. 2011-42 and 2011-43. Rev. Proc. 201 1-42 provides guidance regarding the use and evaluation of
statistical samples and sampling estimates. Rev. Proc. 2011-43 provides a safe harbor method of determining whether the repair expenditures
or electric transmission and distribution property can be currently deducted for tax purposes. PPL adopted the safe harbor method with the
ling of its 2011 federal income tax return.

The IRS has not issued guidance to provide a safe harbor method for repair expenditures for generation property. The IRS may assert and
ultimately conclude that PPLs deduction for generation-related expenditures should be disallowed in whole or in part. PPL believes that it has
established an adequate reserve for this contingency.

Tax Litigation (PPL)

In 1997, the U.K. imposed a Windfall Profits Tax (VPT) on privatized utilities, including WPD. PPL filed its tax returns for years subsequent
to its 1997 and 1998 claims for refund on the basis that the U.K. WPT was creditable. In September 2010, the U.S. Tax Court (Tax Court)
ruled in PPL’s favor in a dispute with the IRS, concluding that the U.K. WPT is a creditable tax for U.S. tax purposes. As a result, and with
fmalization of other issues, PPL recorded a $42 million tax benefit in 2010. In January 2011, the IRS appealed the Tax Court’s decision to the
U.S. Court of Appeals for the Third Circuit (Third Circuit). In December 2011, the Third Circuit issued its opinion reversing the Tax Court’s
decision, holding that the U.K. WPT is not a creditable tax. As a result of the Third Circuit’s adverse determination, PPL recorded a $39
million expense in the fourth quarter of 2011. In February 2012, PPL filed a petition for rehearing of the Third Circuit’s opinion. In March
2012, the Third Circuit denied PPL’s petition. In June 2012, the U.S. Court of Appeals for the Fifth Circuit issued a contrary opinion in an
identical case involving another company. In July 2012, PPL filed a petition for a writ of certiorari seeking U.S. Supreme Court review of the
Third Circuit’s opinion. The Supreme Court granted PPL’s petition on October 29, 2012, and PPL is assessing what impact, if any, this
development will have on its results of operations in the fourth quarter of2012. PPL expects the case to be decided before the end of the
Supreme Court’s culTent term in June 2013 and cannot predict the outcome of this matter.

6. Utility Rate Regulation

(PPL, PPL Electric, LKE, LG&E arid KU)

The following table provides information about the regulatory assets and liabilities of cost-based rate-regulated utility operations.

PPL PPL Electric
September 30, December 31, September 30, December 31,

2012 2011 2012 2011

Current Regulatory Assets:
Gns supply clause $ 6 $ 6
fuel adjustment clause 13 3
Other 2

________________ ________________ ________________

Total current regulatory assets $ 21 $ 9

Noncurrent Regulatory Assets:
Definedbenefitplans $ 5$3 $ 615 $ 266 $ 276
Taxes recoverable through future rates 299 289 299 289
Storm costs 143 154 31 31
Unamortized loss on debt 99 110 6$ 77
interest rate swaps 71 69
Accumulated cost of removal of utility plant 67 53 67 53
Coal confracts (a) 5 11
AROs 26 18
Other 30 30 2 3

Total noncurrent regulatory assets $ 1,323 $ 1,349 $ 733 $ 729
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PPL PPL Electric
September 30, December 31, September 30, December 31,

2012 2011 2012 2011
(““urrent Regsilatoiy Liabilities:
i_,,,beneration supply charge $ 24 $ 42 $ 24 $ 42

ECR 7 7
Gas supply clause 5 6
Transmission service charge 5 2 5 2
Transmission formula rate 8 5 8 5
Universal service rider 12 1 12 1
Other 4 10 3 3

Total current regulstoiy liabilities $ 65 S 73 $ 52 S 53

Noncurrent Regulatory Liabilities:
Accumulated cost of removal of utility plant $ 673 $ 651
Coal contracts (a) 151 180
Power purchase agreement - OVEC (a) 110 116
Net deferred tax assets 35 39
Act 129 compliance rider 12 7 $ 12 $ 7
Defmed benefit plans 10 9
Other 8 $

_________________ _________________

Totalnoncurrentregulatoiyliabilities $ 999 S 1,010 $ 12 $ 7

LKE LG&E KU
September 30, December 31, September 30, December 31, September 30, December 31,

2012 2011 2012 2011 2012 2011

Current Regulatory Assets:
Gas supply clause $ 6 $ 6 $ 6 $ 6
fuel adjustment clause 13 3 10 3 $ 3
Other

2

________________

1

________________ ________________

Total current regulatory assets 21 $ 9 S 17 $ 9 $ 4

Noncurrent Regulatory Assets:
Defmedbenefltplans $ 317 $ 339 S 210 $ 225 $ 107 $ 114
Storm costs 112 123 61 66 51 57
Unamortized loss on debt 31 33 20 21 11 12

“\lnterest rate swaps 71 69 71 69
/Coal contracts (a) 5 11 2 5 3 6
AROs 26 18 14 11 12 7
Other 2$ 27 6 6 22 21

Totsl noncurrent regulatory assets $ 590 $ 620 5 384 S 403 $ 206 $ 217

Current Regulatory Liabilities:
ECR $ 7$ 7 $ 7$ 7
Gas supply clause 5 6 $ 5 $ 6
Other

1 7

_________________

4 1 3

Total current regulatory liabilities S 13 $ 20 5 5 $ 10 $ $ $ 10

Noncurrent Regulatory Liabilities:
Accumulated cost of removal

ofutilityplant $ 673 $ 651 $ 294 $ 286 $ 379 $ 365
Coal contracts (a) 151 180 66 78 85 102
Power purchase agreement - OVEC (a) 110 116 76 80 34 36
Net deferred tax assets 35 39 2$ 31 7 $
Defmedbenefitplans 10 9 10 9
Other $ 8 3 3 5 5

Total noncurrent regtdatoiy liabilities $ 987 $ 1,003 $ 467 $ 47$ $ 520 $ 525

(a) These regulatory’ assets and liabilities were recorded as offsets to certain intangible assets and liabilities that were recorded at fair value upon the acquisition of
LKE.

Regulatory Matters

Kentucky Activities (PPL, LKE, LG&E and KU)

CfCN filing

ln September 2011, LG&E and KU filed a CPCN with the KPSC requesting approval to build a 640 MW NGCC at the existing Cane Run plant
in Kentucky. In May 2012, the KPSC issued an order approving the request to build the NGCC.
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LG&E will own a 22% undivided interest and KU will own a 78% undivided interest in the new NGCC. A formal request for recovery of thecosts associated with the NGCC construction was not included in the CPCN filing with the KPSC but is expected to be included in future rateroceedings. See Note 8 for additional information.

ih conjunction with this construction and to meet new, stricter EPA regulations with a 2015 compliance date, LG&E and KU anticipate retiring
three coal-fired generating units at LG&E’s Cane Run plant, one coal-fired generating unit at KUs Tyrone plant and two coal-fired generatingunits at KUs Green River plant. These generating units represent 797 MW of combined summer capacity.

The CPCN application also requested approval to purchase the Bluegrass CTs. The May 2012 KPSC approval included authority to complete
the Bluegrass CT acquisition. In November 2011, LG&E and KU filed an application with the FERC under the Federal Power Act requestingapproval to purchase the Bluegrass CTs. In May 2012, the FERC issued an order conditionally authorizing the acquisition of the Bluegrass
CTs, subject to approval by the FERC of satisfactory mitigation measures to address market-power concerns. Afler a review of potentially
available mitigation options, LG&E and KU determined that the options were not commercially justifiable. In June 2012, LG&E and KUterminated the asset purchase agreement for the Bluegrass CTs in accordance with its terms and made applicable filings with the KPSC and
FERC. LG&E and KU are currently assessing the impact of the asset purchase agreement termination and potential future generation capacityoptions. See Note 8 for additional information.

lentucky Acquisition Commitments

In connection with the September 2010 approval of PPL’s acquisition of LKE, LG&E and KU agreed to implement the Acquisition Savings
Sharing Deferral (ASSD) methodology whereby LG&Es and KUs adjusted jurisdictional revenues, expenses, and net operating income are
calculated each year. If LG&E’s or KUs actual earned rate of return on common equity exceeds 10.75%, half of the excess amount will be
deferred as a regulatory liability and ultimately returned to customers. The first ASSD filing with the KPSC was made on March 30, 2012
based on the 2011 calendar year. On July 2, 2012, the KPSC issued an order approving the calculations contained in the 2011 ASSD filing anddetermined that such calculations produced no deferral amounts for the purpose of establishing regulatory liabilities and are proper and in
accordance with the settlement agreement. The ASSD methodology for each of LG&E’s and KIJs utility operations will terminate on the
earlier of the end of 2015 or the first day of the calendar year during which new base rates go into effect, currently expected to be
2013. Therefore, due to the timing of the current rate case in Kentucky, no further ASSD filings are expected.

Rate Case Proceedings

L June 2012. LG&E and KU filed requests with the KPSC for increases in annual base electric rates of approximately $62 million at LG&E
)d approximately $82 million at KIJ and an increase in annual base gas rates of approximately $17 million at LG&E. The proposed base rateincreases would result in electric rate increases of 6.9% at LG&F and 6.5% at KU and a gas rate increase of 7.0% at LG&E and would be

effective in January 2013. LG&E’s and KU’s applications include requests for authorized returns-on-equity at LG&E and KU of 11% each. In
November 2012, the KPSC issued an order for a settlement conference to begin on November 13, 2012. A hearing on the original application
and subsequent testimony is scheduled to begin on November 27, 2012. LG&E and KU cannot predict the outcome of these proceedings,
including the possibility of any agreed stipulations or settlement, which would remain subject to KPSC approval. A final order may be issued
in December 2012 or January 2013.

Indepel7dent Transmission Operators

In September 2012, LG&E and KU completed the transition of their independent transmission operator contractual arrangements from
Southwest Power Pool. Inc. to TranServ International, Inc. This change had previously received approvals of the FERC and the KPSC.

Storm Costs (PPL, LKE and LG&E,.)

In August 2011, a strong storm hit LG&E’s service area causing significant damage and widespread outages for approximately 139,000
customers. LG&E filed an application with the KPSC in September 2011, requesting approval of a regulatory asset recorded to defer, for
future recovery, $7 million in incremental operation and maintenance expenses related to the storm restoration. An order was received in
December 2011 granting the request, while the recovery of the regulatory asset will be determined within the current base rate case discussed
above in “Rate Case Proceedings”.
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Pennsylvania Activities

PPL and PPL Electric)

‘UC investigation ofRetail Market

In April 2011, the PUC opened an investigation of Pennsylvania’s retail electricity market to be conducted in two phases. Phase one addressed
the status of the existing retail market and explored potential changes. Questions issued by the PUC for this phase of the investigation focused
primarily on default service issues. Phase two was initiated in July 2011 to develop specific proposals for changes to the retail market and
default service model. In December 2011, the PUC issued a final order providing guidance to Electric Distribution Companies (EDCs) on the
design of their next default service procurement plan filings. In December 2011, the PUC also issued a tentative order proposing an
intermediate work plan to address issues raised in the investigation. In March 2012, the PUC entered a final order on the intermediate work
plan, issued three possible models for the default service “end state” and held a hearing regarding those three models. In September 2012, the
PUC issued a Secretarial Letter setting forth an “Rivil End State Proposal” for discussion. The PUC is expected to issue a tentative
implementation order in early November 2012, following which parties will have 30 days to provide comment. A final implementation order is
expected to be issued in the first quarter of 2013. PPL and PPL Electric cannot predict the outcome of the investigation or its impact on their
financial condition, or results of operations.

Legislation - Regzdatoiy Proceditres and Mechanisms

In June 2011, the Pennsylvania House Consumer Affairs Committee approved legislation authorizing the PUC to approve regulatory
procedures and mechanisms to provide more timely recovery of a utility’s costs. In the first quarter of 2012, the Governor signed an amended
version of the legislation (Act 11 of 2012), which became effective Apr11 14,2012. The legislation authorizes the PUC to approve two specific
ratemaking mechanisms -- a filly projected future test year and, subject to certain conditions, a distribution system improvements charge
(DSIC). Such alternative ratemaking procedures and mechanisms are important to PPL Electric as it begins a period of significant capital
investment to maintain and ethance the reliability of its delivery system, including the replacement of aging distribution assets. In August
2012, the PUC issued a final Implementation Order adopting procedures, guidelines and a model tariff for the implementation of Act 11 of
2012. In September 2012, PPL Electric filed its Long Term Infrastructure Improvement Plan (LTIIP) describing projects eligible for inclusion
in the DSIC. In October 2012, several parties filed comments to the LTIIP but none of the comments requested evidentiary hearings on the
LTIP. A decision on the LTIIP is expected in January 2013. PPL Electric expects to file a petition requesting permission to establish a DSIC
in January 2013, with rates proposed to be effective in April 2013.

‘)zte Case Proceeding

In March 2012, PPL Electric filed a request with the PUC to increase distribution rates by approximately $105 million, effective January 1,
2013. The proposed distribution rate increase would result in a 2.9% increase over PPL Electric’s total rates at the time of the request. PPL
Electric’s application includes a request for an authorized return on equity of 11.25%. On October 19, 2012, the presiding Administrative Law
Judge (AU) issued a decision recommending a rate increase of approximately $64 million, which represents an allowed return on equity of
9.74%. Exceptions to the AU’s recommendation are due November 8, 2012. PPL Electric expects to file exceptions, together with certain
other parties, to the AU’s recommended decision. The PUC. which is expected to issue its order on the rate request in December 2012, can
accept, reject or modify the AU’s recommendation. PPL and PPL Electric cannot predict the outcome of this proceeding.

ACT 129

Act 129 requires Pennsylvania EDCs to meet specified goals for reduction in customer electricity usage and peak demand by specified
dates. EDCs not meeting the requirements of Act 129 are exposed to significant penalties.

Under Act 129. EDCs must 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 reduce overall electricity consumption by 1.0% by May
2011 and 3.0% by May 2013, and reduce peak demand by 4.5% for the 100 hours of highest demand by May 2013 (which is detennined by
actual demand reduction during the June 2012 through September 2012 period). 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 PUC has
confirmed that PPL Electric has met the 2011 requirement.
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Act 129 requires the PUC to evaluate the costs and benefits of the EE&C program by November 30, 2013 and adopt additional reductions if the

benefits of the program exceed the costs. Tn March 2012, the PUC began the process of designing Phase II of the EE&C program. Tn August

012, after receiving input from stakeholders, the PUC issued a Final Implementation Order establishing a three-year Phase II program, ending

ay 31, 2016, with consumption reduction targets for each EDC. PPL Electric’s reduction target is 2.1%. The PUC did not establish any

4emand reduction targets for the Phase II program. In August 2012 PPL Electric filed a Petition for Reconsideration of the PUC’s Order, which

the PUC denied. In August 2012, PPL Electric also filed a Petition for an Evidentiaiy Hearing regarding its consumption reduction target. The

PUC assigned the petition to an AU. A hearing on the petition was held on October 18, 2012. The AU will certify the record of the hearing

to the PUC for a decision. EDCs must file Phase II plans with the PUC by November 15, 2012. PPL and PPL Electric cannot predict the

outcome of the foregoing proceedings.

Act 129 also requires the Default Service Provider (DSP) to provide electric generation supply service to customers pursuant to a PUC

approved default service 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-temi contracts (4 to 20 years), with long-term contracts limited 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.

The PUC has approved PPL Electric’s procurement plan for the period January 1, 2011 through May 31, 2013, and PPL Electric continues to

procure power for its PLR obligations under that plan.

The PUC has directed all EDCs to file default service procurement plans for the period June 1, 2013 through May 31, 2015. PPL Electric filed

its plan in May 2012. In that plan, PPL Electric proposed a process to obtain supply for its default service customers and a number of

initiatives designed to encourage more customers to purchase electricity from the competitive retail market. The PUC assigned PPL Electric’s

plan to an AU. Hearings were held in September 2012 and a recommended decision is expected in the fourth quarter of2012. The PUC is

expected to rule on the plan in early 2013.

Storm Costs

PPL Electric experienced several PUC-reportable storms during the three and nine months ended September 30, 2011 resulting in total

restoration costs of $34 million and $59 million, of which $23 million and $39 million were recorded in “Other operation and maintenance” on

the Statement of Income. Althoueh PPL Electric has storm insurance with a PPL affiliate, the costs associated with the unusually high number

of PUC-reportable storms exceeded policy limits. Probable recoveries on insurance claims of $26.5 million were recorded at September 30,( -1011, of which $7 million and $16 million were recorded during the three and nine months ended September 30, 2011 in “Other operation and

)aintenance” on the Statement of Income, with the remainder recorded in PP&E on the Balance Sheet. lii December 2011, PPL Electric

“ieceived orders from the PUC granting permission to defer qtialifying storm costs in excess of insurance recoveries associated with Hurricane

Irene and a late October 2011 snowstonm In the recommended decision in the distribution rate proceeding discussed above in “Pennsylvania

Activities - Rate Case Proceeding,” the presiding AU recommended that PPL Electric be allowed to recover deferred storm costs of

approximately $27 million over a five-year period. The PUC, which is expected to issue its order hi December 2012, can accept, reject or

modify the AIJ’s recommendation. New rates will become effective on January 1, 2013. PPL and PPL Electric cannot predict the outcome of

this proceeding. In 2012, PPL Electric increased the deductible under its insurance policy to $15.75 million and, therefore, would only request

insurance recovery of reportable stonn costs exceeding that amount. During the three and nine months ended September 30, 2012, PPL

Electric incurred $13 million in restoration costs, of which $9 million was recorded in “Other operation and maintenance” on the Statement of

Income.

In late October 2012, PPL Electric experienced widespread significant damage to its transmission and distribution network from Hurricane

Sandy. The total costs associated with the restoration efforts are still being finalized but are estimated to be in excess of $60 million. PPL

Electric has insurance coverage that could cover a portion of the costs incurred from Hurricane Sandy. PPL Electric will have the ability to file

a request with the PUC for permission to defer for future recovery certain of the costs incurred to repair the distribution network in excess of

the insurance coverage. Costs incurred to repair the transmission network are recoverable through the fERC Fonnula Rate mechanism which

is updated annually.

Transmission Service Charge Adjustment (PPL Electric)

During the three and nine months ended September 30, 2011. PPL Electric recorded a $7 million ($4 million after-tax) charge to “Retail

electric” revenue on the Statement of Income to reduce a portion of the transmission service charge regulatory asset associated with a 2005

undercollection that was not included in any subsequent rate reconciliations filed with the PUC. The impact of this charge was not material to

any previously reported financial statements and was not material to the financial statements for the full year of 2011.
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Federal Matters (PPL and PPL Electric)

ERC formula Rates

ransrnission rates are regulated by the FERC. PPL Electric’s transmission revenues are billed in accordance with a fERC-approved PJM open

access transmission tariff that utilizes a formula-based rate recovery mechanism.

In May 2010, PPL Electric initiated its formula rate 2010 Annual Update. In November 2010, a group of municipal customers taking

transmission service in PPL Electric’s transmission zone filed a preliminary challenge to the update and, in December 2010, filed a formal

challenge. In August 2011, the FERC issued an order substantially rejecting the formal challenge and accepting PPL Electric’s 2010 Annual

Update. The group of municipal customers filed a request for rehearing of that order.

In May 2011, PPL Electric initiated its formula rate 2011 Annual Update. In October 2011, the group of municipal customers filed a

preliminary challenge to the update and, in December 2011, flIed a formal challenge. In January 2012, PPL Electric filed a response to that

formal challenge. In September 2012, the FERC issued an order setting for evidentiaiy hearings a number of issues raised in the 2010 formal

challenge and a number of issues raised in the 2011 formal challenge. The FERC held the hearings in abeyance for settlement judge

proceedings and assigned a settlement judge. PPL Electric filed a request for rehearing of the September 2012 order in late October 2012. An

initial settlement meeting will be scheduled in November 2012.

In May 2012, PPL Electric initiated its formula rate 2012 Annual Update which currently is in the 180-day review and challenge period. In

October 2012, the group of municipal customers filed a preliminaiy challenge to the 2012 Annual Update. PPL Electric will meet with

representatives of the customers in an attempt to resolve the challenge. PPL and PPL Electric cannot predict the outcome of the foregoing

proceedings, which remain pending before the FERC.

In March 2012, PPL Electric filed a request with the FERC seeking recovery, over a 34-year period beginning in June 2012, of its unrecovered

regulatory asset related to the deferred state tax liability that existed at the time of the transition from the flow-through treatment of state

income taxes to full normalization. This change in tax treatment occurred in 2008 as a result of prior fERC initiatives that transferred

regulatory jurisdiction of certain transmission assets from the PUC to FERC. A regulatory asset of approximately $50 million related to this

transition, classified as taxes recoverable through future rates, is included in “Other Noncurrent Assets - Regulatory assets” on the Balance

Sheets at September 30, 2012 and December 31, 2011. In May 2012, the FERC issued an order approving PPL Electric’s request effective June

1, 2012.

K. Activities (PPL)

Ofgem Review ofLine Loss Calculation

WPD has a $172 million liability recorded at September 30, 2012 compared with $170 million at December 31, 2011, calculated in accordance

with Ofgern’s accepted methodology, related to the close-out of line losses for the prior price control period, DPCR4. Ofgem is currently

consulting on the methodology to be used by all network operators to calculate the fmal line loss incentive/penalty for DPCR4. In October

2011, Ofgem issued a consultation paper citing two potential changes to the methodology, both of which would result in a reduction of the

liability. In March 2012, Ofgern issued a decision regarding the preferred methodology. In July 2012, Ofgern issued a consultation paper

regarding certain aspects of the preferred methodology as it relates to the DPCR4 line loss incentive/penalty and a proposal to delay the target

date for making a fmal decision until April 2013 together with a proposal to remove the line loss incentive/penalty for DPCR5. In October

2012, a license modification was issued to allow Ofgern to publish the fmal decisions on these matters by April 2013. PPL cannot predict the

outcome of this matter.

European Market hifrastrztctttre Regulation

Regulation No. 648/2012 of the European Parliament and of the Council, commonly referred to as the European Market Infrastmcture

Regulation (EMIR), entered into force on August 16, 2012 and, subject to approval by the European Commission of fmalteclmical standards,

is expected to become effective in January 2013. The EMIR establishes certain transaction clearing and other recordkeeping requirements for

parties to over-the-counter derivatives transactions. Included in the derivative transactions that are subject to EMIR are certain interest rate and

currency derivative contracts utilized by WPD. Generally, WPD is expected to qualify under the EMIR as a non-fmancial counterparty to the

transactions in which it engages and further to qualify for certain exemptions that will relieve WPD from the mandatory clearing obligations

imposed by the EMIR. Although the EMIR will potentially impose significant additional recordkeeping requirements on WPD, the effect of

the EMIR is not currently expected to have a significant adverse impact on WPDs fmancial condition or results of operation.

51



7. Financing Activities

redit Arrangements and Short-term Debt

PL, PPL Ener Siqply, PPL Electric, LKI LG&E and KU)

The Registrants maintain credit facilities to enhance liquidity, provide credit support, and provide a backstop to commercial paper

programs. For reporting purposes, on a consolidated basis, the credit facilities of PPL Energy Supply, PPL Electric, LG&E and KU also apply

to PPL and the credit facilities of LG&E and KU also apply to LKE. The following credit facilities were in place at:

September 30, 2012 December 31, 2011

Letters of Letters of

Credit Issued Credit Issued

and and
Commercial Commercial

Expiration Borrowed Paper Unused Borrowed Paper

Date Capacity (a) Backstop Capacity (a) Backstop

PPL
WFD Credit facilities

PPL WW Syndicated
Credit Facility (b) Jan. 2013 £ 150 £ 107 n/a £ 43 £ 111 n/a

WPD (South West)
Syndicated Credit Facility (c) Jan. 2017 245 n/a 245 n/a

VPD (East Midlands)
Syndicated Credit Facility Apr. 2016 300 300 £ 70

WPD (West Midlands)
Syndicated Credit facility Apr. 2016 300 300 71

Uncommitted Credit Facilities 84

_____________

£ 4 80

_____________

3

Total WPD Credit facilities (d) £ 1,079 £ 107 £ 4 £ 96$ £ 111 £ 144

PPL Lnerv Supply
Syndicated Credit Facility (e) Oct. 2016 $ 3,000 $ 46$ $ 2,532 $ 541

Letter of CreditFaciity Mar. 2013 200 n/a 126 74 n/a $9

Uncommitted Credit Facilities (f) 175 n/a 32 143 n/a ala

Total PPL Energy Supply
Credit Facilities $ 3,375 $ 626 $ 2,749 $ 630

Electric
Syndicated Credit facility (e) (g) Oct. 2016 S 300 $ 1 $ 299 $ 1

Asset-backed Credit Facility (h) Sept. 2013 100 n/a 100 n/a

Total PPL Electric Credit facilities $ 400

______________

$ 1 $ 399 $ 1

LG&E
Syndicated Credit facility (e) Oct. 2016 $ 400 S 400

KU
Syndicated Credit facility (e) Oct. 2016 $ 400 S 400

Letter of Credit facility (i) Apr. 2014 198

______________

$ 198

______________

n/a $ 19$

Total KU Credit Facilities $ 59$ $ 198 $ 400 $ 19$

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

(b) The amount outstanding at September 30, 2012 was a USD-denominated borrowing of $171 million, which equated to £107 million at the rime of borrowing and bore interest

at 0.8818%.

(c) In January 2012. WPD (South West) entered into a £245 million 5-year syndicated credit facility to replace the previous £210 million 3-year syndicated credit facility that

was set to expire in July 2012. Under the facility, WPD (South West) has the ability to make cash borrowings but cannot request the lenders to issue letters of credit. WPD

(South West) pays customary commitment fees under this facility and borrowings bear interest at L[BOR-based rates plus a margin. The credit facility contains financial

covenants that require WPD (South West) to maintain an interest coverage ratio of not less than 3.0 times consolidated eamings before income taxes, depreciation and

amortization and total net debt not in excess of 85% of its RAV, in each case calculated in accordance with the credit facility.

(U) At September 30, 2012, the U.S. dollar equivalent of unused capacity under WPD’s credit facilities was $1.5 billion.

(e) In November 2012 the syndicated credit facilities were amended to extend the expiration dates to November 2017 for PPL Energy Supply, LG&E and KU and to October

2017 for PPL Electric. hi addition, LG&E increased the credit facility capacity to $500 million.
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(f) In July 2012, PPL Energy Supply entered into two uncommitted letter of credit facilities with available capacity of $75 million and $100 million, respectively, which expire

in July 2014 and July 2015. Both facilities contain a fmancial covenant requiring PPL Energy Supply’s debt to capitalization not to exceed 65%, as calculated in accordance

with the agreements. PPL Energy Supply will pay customary fees for letters of credit issued under these facilities.

In April 2012, PPL Electric increased the capacity of its syndicated credit facility from $200 miflion.

(h) PPL Electric participates in an asset-backed commercial paper program through which PPL Electric obtains fmancing 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 fmancial institution.

At September 30, 2012 and December31, 2011, $240 million and $251 million of accounts receivable and $80 million and $98 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 September 30, 2012, the amount available for borrowing under the facility was $100 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 fmancial reporting

purposes, the subsidiary’s fmancial results are consolidated in PPL Electric’s financial statements. PPL Electric performs certain record-keeping and cash collection functions

wrth respect to the assets in return for a servicing fee from the subsidiary.

In July 2012, PPL Electric and the subsidiary reduced the capacity from $150 million and in September 2012 extended the agreement to September 2013.

(i) lii August 2012, the KU letter of credit facility agreement was amended and restated to allow for certain payments under the letter of credit facility to be converted to loans

rather than requiring immediate payment.

(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 September 30, 2012, PPL Energy Supply has 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 •‘ill 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 Brtumer Island. PPL Montour and PPL Brurmer Island have granted liens on their respective generating facilities to secure any amount

they may owe under their guarantees. The facility expires in November 2016, but is subject to automatic one-year renewals under certain

.çonditions. There were no secured obligations outstanding under this facility at September 30, 2012.

rn April 2012, PPL Energy Supply increased the capacity of its commercial paper program from $500 million to $750 million to provide an

additional fmancing source to fund its short-term liquidity needs, if and when necessary. Commercial paper issuances are supported by PPL

Energy Supply’s Syndicated Credit facility. At September 30, 2012, PPL Energy Supply had $355 million of commercial paper outstanding,

included in “Short-term debt” on the Balance Sheet, at a weighted-average interest rate of 0.48%.

(PFL and PPL Electric)

In May 2012, PPL Electric increased the capacity of its commercial paper program from $200 million to $300 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. PPL Electric had no cormnercial paper outstanding at September 30, 2012.

(PPL, LKE, LG&E and KU)

In February 2012, LG&E and KU each established a commercial paper program for up to $250 million to provide an additional financing

source to fund their short-term liquidity needs, if and when necessary. Commercial paper issuances are supported by LG&E’s and KU’s

Syndicated Credit facilities. LG&E and KU had no commercial paper outstanding at September 30, 2012.

(PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

See Note 11 for discussion of intercompany bonowings.
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Long-term Debt and Equity Securities

PL)April 2012, PPL made a registered underwritten public offering of 9.9 million shares of its common stock. In conjunction with that offering,

the underwriters exercised an option to purchase 591 thousand additional shares of PPL common stock solely to cover over-allotments.

In connection with the registered public offering, PPL entered into forward sale agreements with two counterparties covering the 9.9 million

shares of PPL common stock. Settlement of these initial forward sale agreements will occur no later than April 2013. As a result of the

underwriters’ exercise of the overallotment option. PPL entered into additional forward sale agreements covering the additional 591 thousand

shares of PPL common stock. Settlement of the subsequent forward sale agreements will occur in July 2013. Upon any physical settlement of

any forward sale agreement, PPL will issue and deliver to the forward counterparties shares of its common stock in exchange for cash proceeds

per share equal to the forward sale price. The forward sale price will be calculated based on an initial forward price of $27.02 per share

reduced during the period the contracts are outstanding as specified in the forward sale agreements. PPL may, in certain circumstances, elect

cash settlement or net share settlement for all or a portion of its rights or obligations under the forward sale agreements.

PPL will not receive any proceeds or issue any shares of common stock until settlement of the forward sale agreements. PPL intends to use any

net proceeds that it receives upon settlement to repay short-term debt obligations and for other general corporate purposes.

The forward sale agreements are classified as equity transactions. As a result, no amounts will be recorded in the consolidated financial

statements until the settlement of the fonvard sale agreements. Prior to those settlements, the only impact to the fmancial statements will be the

inclusion of incremental shares within the calculation of diluted EPS using the treasuly stock method. See Note 4 for information on the

forward sale agreements impact on the calculation of diluted EPS.

In April 2012, WPD (East Midlands) issued £100 million aggregate principal amount of 5.25% Senior Notes due 2023. WPD (East Midlands)

received proceeds ofl II million, which equated to $178 million at the time of issuance, net of underwriting fees. The net proceeds were used

for general corporate purposes.

In June 2012, PPL Capital Funding issued $400 million of 4.20% Senior Notes due 2022. The notes may be redeemed at PPL Capital

Funding’s option any time prior to maturity at make-whole redemption prices. PPL Capital Funding received proceeds of $396 million, net of a

discount and underwriting fees, which were used for general corporate purposes.

)August 2012, PPL Capital Funding redeemed at par, plus accrued interest, the $99 million outstanding principal amount of its 6.85% Senior

-Notes due 2047.

In October 2012. PPL Capital Funding issued $400 million of 3.50% Senior Notes due 2022. The notes may be redeemed at PPL Capital

funding’s option any time prior to maturity at make-whole redemption prices. PPL Capital funding received proceeds of $397 million, net of a

discount and underwriting fees, which will be used to repay short-term debt obligations. including commercial paper borrowings, and for

general corporate purposes.

See Note 7 in PPL’s 2011 F onn 10-K for information on the 2010 Equity Units (with respect to which the related $l.150 billion of Notes are

expected to be remarketed in 2013), the 2011 Bridge Facility, the 2011 Equity Units and the April 2011 issuance of common stock.

(PFL and PPL Energy Supply)

In April 2012, an indirect, wholly owned subsidiary of PPL Energy Supply completed the Ironwood Acquisition. See Note 8 for information

on the transaction and the long-term debt of PPL Ironwood, LLC assumed through consolidation as pail of the acquisition.

(FFL and PPL Electric)

In June 2012, PPL Electric redeemed a]l 2.5 million shares of its 6.25% Series Preference Stock, par value $100 per share. The price paid for

the redemption was the par value, without premium ($250 million in the aggregate). At December 31, 2011, the preference stock was reflected

in “Noncontrolling Interests” on PPL’s Balance Sheet and in “Preference stock” on PPL Electric’s Balance Sheet.
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In August 2012, PPL Electric issued $250 million of 2.50% first Mortgage Bonds due 2022. The notes may be redeemed at PPL Electric’s

option any time prior to maturity at make-whole redemption prices. PPL Electric received proceeds of $247 million, net of a discount and

underwriting fees. The net proceeds were used to repay short-term indebtedness incurred to fund PPL Electric’s redemption of its 6.25% Series

eference Stock in June 2012 and for other general corporate purposes.

(PPL and LKE)

In June 2012, LKE completed an exchange of all its outstanding 4.375% Senior Notes due 2021 issued in September 2011 in a transaction not

registered under the Securities Act of 1933, for similar securities that were issued in a transaction registered with the SEC. See Note 7 in PPLs

and LKE’s 2011 Form 10-K for additional information.

Legal Separateness

(PPL, PPL Ener Supply, PPL Electric and LKE,,)

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, nor are its subsidiaries liable for the debts of one another. Accordingly, creditors of PPL’s

subsidiaries may not satisfy theft debts from the assets of PPL or its other subsidiaries absent a specific contractual undertaking by PPL or its

other subsidiaries to pay the creditors or as required by applicable law or regulation.

Similarly, the subsidiaries of PPL Energy Supply, PPL Electric and LIKE are each separate legal entities. These subsidiaries are not liable for

the debts of PPL Energy Supply, PPL Electric and LKE. Accordingly, creditors of PPL Energy Supply, PPL Electric and LIKE may not satisfy

theft debts from the assets of theft subsidiaries absent a specific contractual undertaking by a subsidiary to pay the creditors or as required by

applicable law or regulation. Similarly, absent a specific contractual undertaking or as required by applicable law or regulation, PPL Energy

Supply, PPL Electric and LKE are not liable for the debts of their subsidiaries, nor are theft subsidiaries liable for the debts of one

another. Accordingly, creditors of these subsidiaries may not satisfy their debts from the assets of PPL Energy Supply, PPL Electric and LKE

(or their other subsidiaries) absent a specific contractual undertaking by that parent or other subsidiary to pay such creditors or as required by

applicable law or regulation.

Uistributions and Capital Contributions

ê)PPL)

In August 2012, PPL declared its quarterly common stock dividend, payable October 1,2012, at 36.0 cents per share (equivalent to $1.44 per

atmurn). Future dividends, declared at the discretion of the Board of Directors, will be dependent upon future earnings, cash flows, fmancial

and legal requirements and other factors.

(PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

During the nine months ended September 30, 2012, the following distributions and capital contributions occurred:

PPL Energy
Supply PPL Electric LKE LG&E KU

Dividends/distributions paid to parent/member $ 733 $ 75 $ 95 $ 47 $ 68

Capital contributions received from parent/member 472 150

(FPL, LKE, LG&E and KU,
Since the payment of dividends from jurisdictional public utilities is governed by the Federal Power Act, LG&E and KU petitioned the FERC

requesting authorization to pay dividends in the future based on retained earnings balances calculated without giving effect to the impact of

purchase accounting adjustments for the acquisition of LIKE by PPL. In May 2012, fERC approved the petitions; however, each utility’s

adjusted equity ratio must equal or exceed 30% of total capitalization in order to pay dividends. LG&E and KU do not intend to change their

dividend practices as a result of this order.
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8. Acquisitions, Development and Divestitures

PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

.he Registrants periodically evaluate opportunities for potential acquisitions, divestitures and development projects. Development projects are

periodically 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. Any resulting transactions may impact future fmancial results.

Acquisitions

Ironwood Acquisition (PPL and PPL Energy Supply)

On April 13, 2012, an indirect, wholly owned subsidiary of PPL Energy Supply completed the acquisition of all of the equity interests of two

subsidiaries of The ABS Corporation, ABS Ironwood, L.L.C. (subsequesitly renamed PPL Ironwood, LLC) and ABS Prescott, L.L.C.

(subsequently renamed PPL Prescott, LLC), which own and operate, respectively, the fronwood Facility. The Ironwood Facility began

operation in 2001 and, since 2008, PPL EnergyPlus has supplied natural gas for the facility and received the facility’s full electricity output and

capacity value pursuant to a tolling agreement that expires in 2021. See Note 11 in PPL’s and PPL Energy Supply’s 2011 Form 10-K for

additional information on the tolling agreement. The acquisition provides PPL Energy Supply, through its subsidiaries, operational control of

additional combined-cycle gas generation in PJM.

The consideration paid for this acquisition, subject to fmalization of net indebtedness and fair value adjustments, was as follows.

Aggregate enterprise consideration $ 326

Less: Estimated fair value of long-term debt outstanding assumed through consolidation (a) 258

Plus: Restricted cash debt service reserves
17

Cash consideration paid for equity interests (including working capital adjustments)
85

(a) The estimated long-lena debt assumed through consolidation consisted of $226 million aggregate principal amount of 8.85 7% senior secured bonds to be fully repaid by

2025, plus $8 million of debt service reserve loans, and a $24 million estimated fair value adjustment.

Prelinzinaiy Purchase Price Allocation

4 he following table summarizes the preliminary allocation of the purchase price to the estimated fair value of the major classes of assets

)quired and liabilities assumed through consolidation, and the effective settlement of the tolling agreement through consolidation.

PP&E
$ 505

Long-term debt (current and noncurrent) (a)
(258)

Tolling agreement assets eliminated (b)
(170)

Other net assets
8

Net identifiable assets acquired (c)
$

(a) Represents non-cash activity excluded from the Statement of Cash Flows for the nine months ended September 30, 2012.

(b) Primarily an intangible asset , which represented PPL EnergyPlus’ rights to and the related accounting for the tolling agreement with PPL Ironwood, LLC prior to the

acquisition. On the acquisition date, PPL bonwood, LLC recorded a liability, recognized at estimated fair value, for its obligation to PPL EnergyPlus. The tolling agreement

assets of PPL EnergyPlus and the tolling agreement liability of PPL bonwood, LLC eliminate in consolidation for PPL and PPL Energy Supply as a result of the acquisition,

and therefore the agreement is considered effectively settled. Any difference between the tolling agreement assets and liability will result in a gain or loss on the effective

settlement of the agreement. That amount is currently estimated lobe insignificant.

(c) Goodwill is currently estimated to be insignificant.

At the date of acquisition, total future minimum lease payments to be made by PPL EnergyPlus to PPL Ironwood, LLC under the tolling

agreement were $270 million. These payments, which were included in the total minimum lease payments disclosed in Note 11 of PPL’s and

PPL Energy Supply’s 2011 Form 10-K, will continue to be made by PPL EnergyPlus to PPL Ironwood, LLC following the acquisition, but will

eliminate in consolidation.

in addition, Note 20 of PPL’s and PPL Energy Supply’s 2011 Form 10-K included annual forecasted amortization expense of $15 million for

each of the years 2012 through 2016 related to the PPL EnergyPlus tolling agreement intangible asset. This amortization will eliminate in

consolidation for PPL and PPL Energy Supply as PPL Ironwood, LLC is now a subsidiary of PPL Energy Supply as a result of the acquisition.
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The purchase price allocation is preliminary and could change in subsequent periods. The preliminary purchase price allocation was based on

PPL Energy Supply’s best estimates using information obtained as of the reporting date. Any changes to the purchase price allocation that

result in material changes to the consolidated fmancial results will be adjusted retrospectively. The final purchase price allocation is expected

be completed by the end of2012. The items pending fmalization include, but are not limited to, the valuation of PP&E, long-term debt,

Jertain contractual liabilities, including the tolling agreement, the resulting gain (loss) and goodwill.

Acquisition of WPD Midlands (PPL)

See Notes 1 and 10 in PPL’s 2011 Form 10-K for information on PPLs April 1, 2011 acquisition of WPD Midlands.

Separation Benefits - U.K. Regulated Segment

li comiection with the 2011 acquisition, PPL completed a reorganization designed to transition WPD Midlands from a functional operating

structure to a regional operating structure requiring a smaller combined support structure, reducing duplication and implementing more

efficient procedures. More than 700 employees of WPD Midlands will have received separation benefits as a result of the reorganization by

the end of 2012.

Separation benefits totaling $104 million, pre-tax, were associated with the reorganization. For the three and nine months ended September 30,

2011, $84 million of separation benefits were recorded, of which $41 million related to severance compensation and $43 million related to

Early Retirement Deficiency Costs (ERDC). The accrued severance compensation is reflected in “Other current liabilities” and the ERDC

reduced “Other noncurrent assets” on the Balance Sheets. Severance compensation of $7 million and ERDC of $2 million also were recorded

in the fourth quarter of 2011. All separation benefits are included in “Other operation and maintenance” on the Statements of Income.

These amounts do not include $3 million and $9 million recorded in the three and nine months ended September 30, 2011 for separation

benefits related to certain employees who separated from the WPD Midlands companies, but were not part of the reorganization.

Additional severance compensation was recorded during the three and nine months ended September 30, 2012, as shown in the table below.

The changes in the carrying amounts of accrued severance for the periods ended September 30, 2012 were as follows:

Three Months Nine Months

“ccrued severance at the beginning of period $ 8 $ 21

verance compensation 2 12

Severance paid
(2) (25)

Accrued severance at the end of period
$ 8 $ $

Pro forma Information

The pro fomia financial information for the nine months ended September 30, 2011, which includes WPD Midlands as if the acquisition had

occurred January 1,2010, is as follows.

Operating Revenues - PPL consolidated pro fonna S 8,922

Net Income Attributable to PPL Shareowners - PPL consolidated pro forma 1,322

The pro forma financial information presented above has been derived from the historical consolidated fmancial statements of PPL and from

the historical combined financial statements of WPD Midlands. Income (loss) from discontinued operations (net of income taxes), which was

not significant, was excluded from the pro forma amounts above.

The pro forum financial information presented above includes adjustments to depreciation, net periodic pension costs, interest expense and the

related income tax effects to reflect the impact of the acquisition. The pre-tax nonrecurring credits (expenses) for the nine months ended

September 30, 2011 presented in the following table were directly attributable to the WPD Midlands acquisition and adjustments were

included irs the calculation of pro fomia operating revenue and net income to remove the effect of these nonrecurring items and the related

income tax effects.
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Income Statement
Line Item Nine Months

2011 Bridge Facility Costs (a) Interest Expense $ (43)

oreign currency loss on 2011 Bridge facility (b) Other Income (Expense) - net (57)

Net hedge gains associated with the 2011 Bridge Facility (c) Other Income (Expense) - net 55

Hedge ineffectiveness (U) Interest Expense (12)

U.K. stamp duty tax (e) Other Income (Expense) - net (21)

Separation benefits (f) Other operation and maintenance (92)

Other acquisition-related adjustments (g) Other Income (Expense) - net (45)

(a) The 2011 Bridge Facility costs, primarily commitment and structuring fees, were incurred to establish a bridge facility for purposes of funding the WPD Midlands acquisition

purchase price.
(b) The 2011 Bridge Facility was denominated in GBP. The amount includes a $42 million foreign currency loss on PPL Capital Funding’s repayment of its 2071 Bridge Facility

borrowing and a $15 million foreign currency loss associated with proceeds received on the U.S. dollar-denominated senior notes issued by PPL WEM in April 2011 that

were used to repay a portion of PPL WEMs borrowing under the 2011 Bridge Facility.

(c) The repayment of borrowings on the 2011 Bridge facility was economically hedged to mitigate the effects of changes in foreign currency exchange rates with forward

contracts to purchase GBP, which resulted in net hedge gains.
(d) The hedge ineffectiveness includes a combination of ineffectiveness associated with closed out interest rate swaps and a charge recorded ass result of certain interest rate

swaps failing hedge effectiveness testing, both associated with the acquisition financing.

(e) The U.K. stamp duty tax represents a tax on the transfer of ownership of property in the U.K. incurred in connection with the acquisition.

(f) See “Separation Benefits - U.K. Regulated Segment” above.

(g) Primarily includes acquisition-related advisory, accounting and legal fees.

Terminated Bluegrass CTs Acquisition (FPL, LKE, LG&E and KU)

In September 2011, LG&E and KU entered into an asset purchase agreement with Bluegrass Generation for the purchase of the Bluegrass Cis,

aggregating approximately 495 MW, plus limited associated contractual arrangements required for operation of the units, for a purchase price

of $1 10 million, pending receipt of applicable regulatory approvals. In May 2012, the KPSC issued an order approving the request to purchase

the Bluegrass CTs. Also in May 2012, the FERC issued an order conditionally authorizing the acquisition of the Bluegrass CTs, subject to

approval by the FERC of satisfactory mitigation measures to address market-power concerns. After a review of potentially available mitigation

options, LG&E and KU determined that the options were not commercially justifiable. In June 2012, LG&E and KU terminated the asset

purchase agreement for the Bluegrass CTs in accordance with its terms and made applicable filings with the KPSC and FERC. LG&E and KU

are currently assessing the impact of the asset purchase agreement termination and potential future generation capacity options.

-Jevelopment

GCC Construction (PPL, LKE, LG&E and KU)

In September 2011, LG&E and KU ified a CPCN with the KPSC requesting approval to build a 640 MW NGCC at the existing Cane Run plant

site in Kentucky. In May 2012. the KPSC issued an order approving the request. LG&E will own a 22% undivided interest, and KU will own

a 78% undivided interest in the new NGCC. LG&E and KU commenced preliminary construction activities in the third quarter of 2012 and

project construction is expected to be completed by May 2015. The project, which includes building a natural gas supply pipeline and related

transmission projects, has an estimated cost of approximately $600 million.

In conjunction with this construction and to meet new, more stringent federal EPA regulations with a 2015 compliance date, LG&E and KU

anticipate retiring six older coal-fired electric generating units at the Cane Run, Green River and Tyrone plants, which have a combined

summer capacity rating of 797 MW. See Note 6 for additional information.

Bell Bend COLA fPPL and PPL Energy Supply)

The NRC continues to review the COLA submitted by a PPL Energy Supply subsidiary, PPL Bell Bend, LLC (PPL Bell Bend) for the

proposed Bell Bend nuclear generating unit (Bell Bend) to be built adjacent to the Susquehanna plant. PPL Bell Bend has made no decision to

proceed with construction of Bell Bend and expects that such decision will not be made for several years given the anticipated lengthy NRC

license approval process. Additionally, PPL Bell Bend has announced that it does not expect to proceed with construction absent favorable

economics, a joint arrangement with other interested parties and a federal loan guarantee or other acceptable financing. PPL Bell Bend is

ctllrently authorized to spend up to $162 million through 2012 on the COLA and other permitting costs (including land costs) necessary for

construction. At September 30. 2012 and December 31, 2011, $148 million and $131 million of costs, which includes capitalized interest,

associated with the licensing application were capitalized and are included on the Balance Sheets in noncurrent “Other intangibles.” PPL Bell

Bend believes that the estimated fair value of the COLA currently exceeds the costs expected to be
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capitalized associated with the licensing application. PPL Bell Bend remains active in the DOE loan guarantee application process. See Note 8

in PPL’s and PPL Energy Supply’s 2011 Form 10-K for additional information.

“asguehanna-Roseland Transmission Line (PPL and PPL Electric)

On October 1,2012, the National Park Service (NPS) issued its Record of Decision (ROD) on the proposed Susquehaima-Roseland

transmission line affirming the route chosen by PPL Electric and Public Service Electric & Gas as the preferred alternative under the NP S’s

National Environmental Policy Act review. On October 15, 2012, a complaint was filed in the United States District Court for the District of

Columbia by various environmental groups, including the Sierra Club, challenging the ROD and seeking to prohibit its

implementation. Construction activities have begun on portions of the 101-mile route in Pennsylvania. The line is expected to be in service

before the peak summer demand period of2015. The chosen route had previously been approved by the PUC and New Jersey Board of Public

Utilities. An appeal of the New Jersey Board of Public Utilities approval is pending before the New Jersey Superior Court Appellate

Division. PPL Electric cannot predict the ultimate outcome or timing of any further legal challenges to the project. PJM has developed a

strategy to manage potential reliability problems until the line is built. PPL and PPL Electric cannot predict what additional actions, if any,

PTh4 might take in the event of a further delay to its scheduled in-service date for the new line.

At September 30, 2012, PPL Electric’s estimated share of the project cost was $560 million, an increase from approximately $500 million at

December 31, 2011, due primarily to increased material costs.

See Note 8 in PPL’s and PPL Electric’s 2011 Form 10-K for additional information.

9. Defined Benefits

(PPL, FPL Energy Supply and PPL Electric)

Prior to January 1,2012, the majority of PPL’s Montana and Pennsylvania employees were eligible for pension benefits under PPL Montana’s

cash balance pension plan or PPL’s qualified and non-qualified non-contributory defmed benefit pension plans with benefits based on length of

service and fmal average pay, as defmed by the plans. Effective January 1, 2012, these plans were closed to newly hired salaried

employees. Newly hired bargaining unit employees will continue to be eligible under these plans based on their collective bargaining

agreements. Salaried employees hired on or afler January 1, 2012 will be eligible to participate in the new PPL Retirement Savings Plan, a 401

(k) savings plan with enhanced employer matching.

PPL Energy Supply, LKE and LG&E)

following are the net periodic defmed benefit costs (credits) of the plans sponsored by PPL, PPL Energy Supply, LKE and LG&E for the

periods ended September 30:

Pension Benefits

Three Months Nine Months

U.S. U.K. U.S. U.K.

2012 2011 2012 2011 2012 2011 2012 2011

PPL
Service cost $ 25 $ 24 $ 13 $ 14 $ 77 $ 71 $ 40 $ 31

Interest cost 55 54 85 88 165 163 254 200

Expected return on plan assets (65) (61) (115) (103) (195) (184) (340) (243)

Amortization of:
Prior service cost 6 6 1 1 18 18 3 3

Actuarial (gain)loss 11 7 19 15 32 21 59 44

Net periodic defined benefit
costs (credits) prior to
termination benefits 32 30 3 15 97 89 16 35

Termination benefits (a)
Net periodic defIned benefit

costs (credits) S 32 S 30 S 3 $ 60 S 97 S 89 S 16 $ 82

(a) In 2011, WPD Midlands recorded early retirement deficiency costs payable under applicable pension plans related to employees leaving the WPD Midlands

companies. See Note $ for additional information.
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Pension Benefits

Three Months Nine Months

2012 2011 2012 2011

N

‘L Enerv Suriply
irvice cost $ 1 $ 1 $ 4 $ 3

interest cost 2 1 6 5

Expected return on plan assets (2) (2) (7) (6)

Amortization of:
Actuarial (gain) loss 1 1 2 2

Net periodic defmed benefit costs (credits) $ 2 $ 1 $ 5 $ 4

LKE
Service cost $ 5 $ 6 $ 16 $ 1$

Interest cost 16 16 48 50

Expected return on plan assets (17) (16) (52) (4$)

Amortization of:
Prior service cost 2 2 4 4

Actuarial (gain) loss 5 6 16 17

Net periodic defined benefit costs (credits) $ 11 $ 14 $ 32 $ 41

LG&E
Service cost S 1 $
Interest cost $ 4 $ 4 11 11

Expected return on plan assets (5) (4) (14) (13)

Amortization of:
Prior service cost 1 2 1

Actuarial (gain) loss

_______________ _______________

$

_______________

Net periodic defmed benefit costs (credits) 8 8 $

Other Posfretirement Benefits
Three Months Nine Months

2012 2011 2012 2011

PPL
Service cost $ 3 $ 3 5 9 $ 9

Interest cost 7 9 23 25

expected return on plan assets (6) (6) (17) (17)

ortization of:
Transition obligation 1 1

Prior service cost 1

Actuarial (gain) loss 1 1 3 4

Net periodic defined benefit costs (credits) $ 6 $ 7 $ 20 S 22

LKE
Service cost $ I $ I $ 3 5 3

Interest cost 3 3 7 $

Expected return on plan assets (1) (1) (3) (3)

Amortization of:
Transition obligation 1 1

Prior service cost 1 2 2

Actuarial (gain) loss

_________________ _________________

(1)

_________________

Net periodic defmed benefit costs (credits) $ 3 $ 4 $ 9 S II

(PPL Energy Supply, PPL Electric, LG&E and KU)

In addition to the specific plans they sponsor, PPL Energy Supply subsidiaries are also allocated costs of defmed benefit plans sponsored by
PPL Services and LG&E is allocated costs of defined benefit plans sponsored by LKE based on their participation in those pians, which
management believes are reasonable. PPL Electric and KU do not directly sponsor any defined benefit plans. PPL Electric is allocated costs of

defined benefit plans sponsored by PPL Services and KU is allocated costs of defined benefit plans sponsored by LKE based on their
participation in those plans, which management believes are reasonable. For the periods ended September 30, PPL Services allocated the
following net periodic benefit costs to PPL Energy Supply subsidiaries and PPL Electric. and LICE allocated the following net periodic benefit
costs to LG&E and KU, including amounts applied to accounts that are further distributed between capital and expense.

Three Months Nine Months

2012 2011 2012 2011

PPL Energy Supply $ 10 S 8 $ 29 $ 23

PPL Electric $ 6 23 18

‘G&E 3 5 9 13
4 6 13 17
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Expected Cash Flows - U.K. Pension Plans

rJ,PL)

September 30, 2012, WPD’s expected pension contributions for 2012 are $344 million compared with $161 million as disclosed in PPL’s

2011 Form JO-K. During the nine months ended September 30, 2012, contributions of $302 million were made. The additional contributions

are being made to prepay future contribution requirements to fund pension plan deficits.

10. Commitments and Contingencies

Energy Purchase Commitments

(PPL and PPL Energy Sttpply)

PPL Energy Supply enters into long-term purchase contracts to supply the coal requirements for its coal-fired generating facilities. These

contracts include commitments to purchase coal through 2019. As a result of lower electricity and natural gas prices, coal unit utilization

has decreased. To mitigate the risk of exceeding available coal storage, PPL Energy Supply incurred pre-tax charges of$17 million and $29

million during the three and nine months ended September 30, 2012 to reduce its 2012 and 2013 contracted coal deliveries. These charges

were recorded to “Fuel” on the Statement of Income.

(PPL and PPL Electric)

In 2009, the PUC approved PPL Electric’s procurement plan for the period January 2011 through May 2013. To date, PPL Electric has

conducted 13 of its 14 plaimed competitive solicitations. The solicitations include a mix of short-term and long-term purchases, ranging from

five months to ten years, to fulfill PPL Electric’s obligation to provide for customer supply as a PLR. In May 2012, PPL Electric filed a plan

with the PUC to purchase its electric supply for default customers for the period June 2013 through May 2015. The plan proposes to procure

this electricity twice a year, beginning in April 2013.

(PPL Energy Supply and PPL Electric)

See Note 11 for information on the power supply agreements between PPL EnergyPlus and PPL Electric.

‘egal Matters

(PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

PPL and its subsidiaries are involved in legal proceedings, claims and litigation in the ordinary course of business. PPL and its subsidiaries

caimot predict the outcome of such matters. or whether such matters may result in material liabilities, unless otherwise noted.

TC2 Construction (PPL, LKE, LG&E and KU)

In June 2006, LG&E and KU, as well as the Indiana Municipal Power Agency and Illinois Municipal Electric Agency (collectively, TC2

Owners), 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 increase or decrease

the ultimate construction price. During 2009 and 2010, the TC2 Owners received 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, the TC2 Owners 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, the TC2 Owners took care, custody and control of TC2 in January

2011. Pursuant to certain amendments to the construction agreement, the contractor has made and may be required to make additional

modifications to the combustion or other systems to allow operation of TC2 on all specified fuels categories. The provisions of the

construction agreement relating to liquidated damages were also amended. In September 2011, the TC2 Owners and the construction

contractor entered into subsequent adjustments to the construction agreement addressing, among other matters, certain historical change order.

labor rate and prior period liquidated damages amounts. The remaining issues and disputes, including the nature and status of modifications to

the combustion and other systems, pltis certain potential warranty matters, are still under discussion with the contractor. PPL, LKE, LG&E and

KU cannot currently predict the outcome of this matter or the potential impact on the capital costs of this project.
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WKE Indemnification (PFL and LKE)

ee footnote (m) to the table in “Guarantees and Other Assurances” in this Note 10 for information on an LICE indemnity relating to its former

lease, including related legal proceedings.

(PPL and PPL Energy Supply)

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 certain 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 accrued 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 2008 Montana District Court decision.

In August 2010. PPL Montana filed a petition for a writ of certiorari with the U.S. Supreme Court requesting review of this matter. In June

2011, the U.S. Supreme Coust granted PPL Montana’s petition, and in February 2012 the U.S. Supreme Court issued a decision overturning the‘ lontana Supretne Court decision and remanded the case to the Montana Supreme Court for further proceedings consistent with the U.S.

}ipreine Court’s opinion. As a result, in the fourth quarter of 2011, PPL Montana reversed its total loss accrual of $89 million ($53 million

“after-tax) which had been recorded prior to the U.S. Supreme Court decision. PPL Montana believes the U.S. Supreme Court decision resolves

certain questions of liability in this case in favor of PPL Montana and leaves open for reconsideration by Montana courts, consistent with the

fmdings of the U.S. Supreme Court, certain other questions. In March 2012, the case was returned to the Montana Supreme Court and in April

2012 remanded to the Montana First Judicial District Court. Further proceedings have not yet been scheduled by the District Court. PPL

Montana has concluded it is no longer probable, but it remains reasonably possible, that a loss has been incurred. ‘While unable to estimate a

range of loss, PPL Montana believes that any such anount would not be material.

Bankruptcy of SMGT

In October 2011, SMGT, a Montana cooperative and purchaser of electricity under a long-terni supply contract with PPL EnergyPlus expiring

in June 2019 (SMGT Contract), filed for protection under Chapter 11 of the U.S. Bankruptcy Code in the U.S. Bankruptcy Court for the

District of Montana. At the time of the bankruptcy filing. SMGT was PPL EnergyPlus largest unsecured credit exposure.

The SMGT Contract provided for fixed volume purchases on a monthly basis at established prices. Pursuant to a court order and subsequent

stipulations entered into between the SMGT bankruptcy trustee and PPL EnergyPlus, since the date of its Chapter 11 filing through January

2012, SMGT continued to purchase electricity from PPL EnergyPlus at the price specified in the SMGT Contract, and made timely payments

for such purchases. but at lower volumes than as prescribed in the SMGT Contract. In January 2012, the trustee notified PPL EnergyPlus that

SMGT would not purchase electricity under the SMGT Contract for the month of February. In March 2012, the U.S. Bankruptcy Court for the

District of Montana issued an order approving the request of the SMGT trustee and PPL EnergyPlus to terminate the SMGT Contract. As a

result, the SMGT Contract was terminated effective April 1,2012, allowing PPL EnergyPlus to resell the electricity previously contracted to

SMGT under the SMGT Contract to other customers.
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PPL EnergyPlus’ receivable under the SMGT Contract totaled approximately $21 million at September 30, 2012, which has been fully

reserved.

July 2012, PPL EnergyPlus filed its proof of claim in the SMGT bankruptcy proceeding. The total claim is approximately $375 million,

iredominantly an unsecured claim representing the value for energy sales that will not occur as a result of the termination of the SMGT

Contract. No assurance can be given as to the collectability of the claim.

PPL Energy Supply cannot predict any amounts that it may recover in connection with the SMGT bankruptcy or the prices and other terms on

which it will be able to market to third parties the power that SMGT will not purchase from PPL EnergyPlus due to the termination of the

SMGT Contract.

Notice of Intent to Sue Colstrip Owners

On July 30, 2012, PPL Montana received a Notice of Intent to Sue for violations of the Clean Air Act at Colstrip Steam Electric Station

(Notice) from counsel on behalf of the Sierra Club and the Montana Environmental Information Center (MEIC). An Amended Notice was

received on September 4, 2012, and a Second Amended Notice was received on October 1, 2012. The Notice, Amended Notice and Second

Amended Notice were all addressed to the Owner or Managing Agent of Coistrip, and to the other Coistrip co-owners: Avista Corporation,

Puget Sound Energy, Portland General Electric Company, NorthWestern Energy and PacifiCorp. The Notice alleges certain violations of the

Clean Air Act, including New Source Review, Title V and opacity requirements. The Amended Notice alleges additional opacity violations at

Colstrip, and the Second Amended Notice alleges additional Title V violations. All three notices state that Sierra Club and MEIC will request a

United States District Court to impose injunctive relief and civil penalties, require a beneficial environmental project in the areas affected by

the alleged air pollution and require reimbursement of Sierra Club’s and MEIC’s costs of litigation and attorney’s fees. Under the Clean Air

Act, lawsuits cannot be filed until 60 days after the applicable notice date. PPL is evaluating the allegations set forth in the Notice, Amended

Notice and Second Amended Notice, and cannot at this time predict the outcome of this matter.

Regulatory Issues

(PPL, PPL Electric, LKE, LG&E and KU)

See Note 6 for information on regulatory matters related to utility rate regulation.

,Enactment of Financial Reform Legislation (PPL, PPL Energy Stipply, ?PL Electric, LKE, LG&E and KU)

-In July 2010, the Dodd-Frank Act was signed into law. The Dodd-Frank Act includes provisions that impose derivative transaction reporting

requirements and require most over-the-counter derivative transactions to be executed through an exchange and to be centrally cleared. The

Dodd-frank Act also provides that the U.S. Commodity futures Trading Commission (CfTC) may impose collateral and margin requirements

for over-the-counter derivative transactions, as well as capital requirements for certain entity classifications. final rules on major provisions in

the Dodd-frank Act are being established through rulemakings. The mlernakings are scheduled to become effective at different times

beginning on the October 12, 2012 effective date of the definitional rule for the term “swap”. In particular, the CFTC’s Final Rule (Final Rule),

defining key terms such as “swap dealer” and “major swap participant”, took effect with the effectiveness of the swap definitional rule. The

heightened thresholds and requirements for these entity classifications set forth in the final Rule resulted in the Registrants currently being

designated neither swap dealers nor major swap participants. The Dodd-Frank Act and its implementing regulations, however, will impose on

the Registrants significant additional and costly recordkeeping and reporting requirements. Also, the Registrants could face significantly

higher operating costs or may be required to post additional collateral if they or their counterparties are subject to capital or margin

requirements as ultimately adopted in the implementing regulations of the Dodd-frank Act. The Registrants will continue to evaluate the

provisions of the Dodd-frank Act and its implementing regulations. At this time, the Registrants cannot predict the full impact that the law or

its implementing regulations will have on their businesses or operations, or the markets in which they transact business, but could incur

material costs related to compliance with the Dodd-frank Act.

(PPL, PPL Energy Supply and PPL Electric)

New Jersey Capacity Legislation

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 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
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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 PJM capacity market to incent necessary

neration investment throughout PJM. In February 2011, the PJM Power Providers Group (P3), an organization in which PPL is a member,

‘_i ed a complaint before the FERC seeking changes in PJIvfs capacity market rules designed to ensure that subsidized generation, such as the

generation that may result from the implementation of the LCAPP, will not be able to 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 PJM’s capacity rules consistent with a significant portion of P3’s requested changes. Several parties have filed appeals of the

FERC’s order. PPL, PPL Energy Supply and PPL Electric cannot predict the outcome of this proceeding or the economic impact on their

businesses or operations, or the markets in which they transact business.

In addition, in February 2011, PPL and several other generating companies and utilities filed a complaint in U.S. District 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. In October 2011, the court denied the BPI.Ys motion to dismiss the proceeding. In September 2012, the court

denied all summary judgment motions, and the litigation is continuing. Trial has been scheduled for January 17, 2013. PPL, PPL Energy

Supply and PPL Electric cannot predict the outcome of this proceeding or the economic impact on their businesses or operations, or the

markets in which they transact business.

Maryland Capacity Order

In April 2012, the Maryland Public Service Commission (MD PSC) ordered three electric utilities in Maryland to enter into long-term contracts

to support the construction of new electric generating facilities in Maryland, specifically a 661 MW natural gas-fired combined-cycle

generating facility to be owned by CPV Maryland, LLC. PPL believes the intent and effect of the action by the MD PSC is to encourage the

construction of new generation in Maryland even when, under the fERC-approved PJM economic model, such new generation would not be

economic. The MD PSC action could depress capacity prices in PJM in the short term, impacting PPL Energy Supply’s revenues, and harm the

long-term ability of the P]M capacity market to encourage necessary generation investment throughout PJM.

In April 2012, PPL and several other generating companies filed a complaint in U.S. District Court in Maryland challenging the MD PSC order

on the grounds that it violates well-established principles under the Supremacy and Commerce clauses of the U.S. Constitution. In this action,

the plaintiffs request declaratory and injunctive relief barring implementation of the order by the Commissioners of the MD PSC. In August

I
2012, the court denied the MD PSC and CPV Maryland, LLC motions to dismiss the proceeding and the litigation is continuing. PPL, PPL

)ergy Supply, and PPL Electric cannot predict the outcome of this proceeding or the economic impact on their businesses or operations, or the

ijiarkets in which they transact business.

Pacific Northwest Markets (PPL and PPL Eneig Supply)

Through its subsidiaries, PPL Energy Supply made spot market bilateral sales of power in the Pacific Northwest during the period from

December 2000 through June 2001, Several parties subsequently claimed refunds at FERC as a result of these sales. In June 2003, 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. In October 2011, FERC initiated proceedings to consider

additional evidence. At June 30, 2012, there were two remaining claims against PPL Energy Supply totaling $73 million. In July 2012, PPL

Montana and the City of Tacoma, one of the parties claiming refunds at FERC, reached a settlement whereby PPL Montana would pay $75

thousand to resolve the City of Tacoma’s $23 million claim, $9 million of which represents interest. The settlement does not resolve the

remaining claim outstanding at September 30, 2012 of approximately $50 million.

Although PPL and its subsidiaries believe that they have not engaged in any improper trading or marketing practices affecting the Pacific

Northwest markets, PPL and PPL Energy Supply cannot predict the outcome of the above-described proceedings or whether any subsidiaries

will be the subject of any additional governmental investigations or named in other lawsuits or refund proceedings. Consequently, PPL and

PPL Energy Supply cannot estimate a range of reasonably possible losses, if any, related to this matter.
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(PPL, PPL Energy Szpply, PPL Electric, LKE, LG&E and KU)

FERC Market-Based Rate Authority

i 199$, the FERC authorized LG&E and KU and PPL EnergyPlus to make wholesale sales of electric power and related products at market-

based rates. In those orders, the fERC directed LG&E, KU and PPL EnergyPlus, respectively, to 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 LG&E,

KU, 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 June

2011, FERC approved PPL’s market-based rate update for the Eastern region and PPL’s market-based rate update for the Western region. Also,

in June 2011, PPL filed its market-based rate update for the Southeast region, including LG&E and KU in addition to PPL EnergyPlus. In June

2011, the fERC issued an order approving LG&E’s and KU’s request for a determination that they no longer be deemed to have market power

in the BREC balancing area and removing restrictions on their market-based rate authority in such region.

Currently, a seller granted fERC market-based rate authority 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. Tn 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 modif’ing contracts. At this time, PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU cannot predict the

impact of these court decisions on the FERC’s future market-based rate authority program or on their businesses.

Energy Policy Act of 2005 - Reliability Standards

The 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. 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. Under the Federal Power Act, the FERC may assess civil penalties of up to $1 million per day, per violation, for certain violations.

4 KU , PPL Electric and certain subsidiaries of PPL Energy Supply monitor their compliance with the Reliability Standards and continue

—to self-report potential violations of certain applicable reliability requirements mid submit accompanying mitigation plans, as required. The

resolution of a number of potential violations is pending. Any RFC or SERC determination concerning the resolution of violations of the

Reliability Standards remains subject to the approval of the NERC and the fERC.

In the course of implementing their programs 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. The Registrants cannot predict the outcome

of these matters, and cmmot estimate a range of reasonably possible losses, if any, other than the amounts currently recorded.

On October 18, 2012, the fERC issued a Notice of Proposed Rulemaking (NOPR) concerning Reliability Standards for Geomagnetic

Disturbances. The FERC proposes to direct NERC to submit for approval Reliability Standards that address the impact of geomagnetic

disturbances on the reliable operation of the bulk-power system. The fERC proposes to direct NERC to file one or more Reliability Standards

that include measures to protect against damage to the bulk-power system, such as the installation of equipment that blocks geomagnetically

induced currents on implicated transformers. If the NOPR is adopted by the FERC, it is expected to require the Registrants to make significant

expenditures in new equipment andlor modifications to their facilities. The Registrants are unable to predict whether the NOPR will be

adopted as proposed by the FERC or the amount of any expenditures that may be required as a result of the adoption of any Reliability

Standards for geomagnetic disturbances.
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Settled Litigation (PPL and PPL Energy Supply,)

Spent Nuclear Fuel Litigation

.A May 2011, PPL Susquehanna entered into a settlement agreement with the U.S. Government relating to PPL Susquehanna’s lawsuit, seeking

damages for the Department of Energy’s failure to accept spent nuclear fuel from the PPL Susquehanna plant. PPL Susquehanna recorded

credits totaling $56 million to “Fuel” on the Statement of Income during the nine months ended September 30, 2011 to recognize recovery,

under the settlement agreement, of certain costs to store spent nuclear fuel at the Susquehanna plant. The amounts recorded through September

2011 cover costs incurred from 1998 through December 2010.

Environmental Matters - Domestic

(PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

Due to the environmental issues discussed below or other environmental matters, it may be necessary for the Registrants to modify, curtail,

replace or cease operating certain facilities or operations to comply with statutes, regulations and other requirements of regulatory bodies or

courts. In addition, legal challenges to new environmental permits or rules add to the uncertainty of estimating the future cost impact of these

permits and rules.

LG&E and KU are entitled to recover, through the ECR mechanism, the cost of complying with the Federal Clean Air Act as amended and

those federal, state, or local environmental requirements which apply to coal combustion wastes and by-products from facilities utilized for

production of energy from coal in accordance with their approved compliance plans. Costs not covered by the ECR for LG&E and KU and all

such costs for PPL Electric are subject to rate recovery before their respective state regulatory authorities, or the FERC, if applicable. Because

PPL Electric does not own any generating plants, its exposure to environmental compliance costs is reduced. As PPL Energy Supply is not a

rate regulated entity, it does not have any mechanism for seeking rate recovery of environmental compliance costs. PPL, PPL Electric, LICE,

LG&E and KU can provide no assurances as to the ultimate outcome of future enviromnental or rate proceedings before regulatory authorities.

(PPL, PPL Energy Supply, LKE, LG&E and KU)

Air

IC$APR
(formerh Clean Air Transport Rule)

—1n July 2011, the EPA adopted the CSAPR, which finalizes and renames the Clean Air Transport Rule (Transport Rule) proposed in August

2010. The CSAPR replaces the EPA’s previous CAIR which was invalidated by the U.S. Court of Appeals for the District of Columbia Circuit

(the Court) in July 2008. CAIR subsequently was effectively reinstated by the Court in December 2008, pending finalization of the Transport

Rule. Like CAIR. CSAPR only applied to PPL’s fossil-fueled generating plants located in Kentucky and Pennsylvania.

The CSAPR was meant to facilitate attainment of ambient air quality standards for ozone and fine particulates by requiring reductions in sulfur

dioxide and nitrogen oxides. The CSAPR established new sulfur dioxide and nitrogen oxide emission allowance cap-and-trade programs that

were more restrictive than previously under CAIR. The CSAPR provided for two-phased programs of sulfur dioxide and nitrogen oxide

emissions reductions, with initial reductions in 2012 and more stringent reductions in 2014.

In December 2011, the Court stayed implementation of the CSAPR and left CAIR in effect pending a final decision on the validity of the

rule. In August 2012 the Court issued a ruling invalidating CSAPR, remanding the rule to the EPA for further action, and leaving CAIR in

place during the interim. That ruling will not become effective until the Court rules on a pending motion for rehearing. A further revised rule

is not expected from the EPA for at least two years.

The Kentucky fossil-fueled generating plants can meet the CAIR sulfur dioxide emission requirements by utilizing sulfur dioxide allowances

(including banked allowances). To meet nitrogen oxide standards, under the CA1R, the Kentucky companies will need to buy allowances

and/or make operational changes. LG&E and KU do not currently anticipate the costs of meeting these reinstated CAW requirements or

standards to be significant.
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PPL Energy Supply’s fossil-fueled generating plants can meet the CAIR sulfur dioxide emission requirements with the existing scrubbers that

were placed in service in 2008 and 2009. To meet nitrogen oxide standards, under the CMR, PPL Energy Supply will need to buy allowances

andlor make operational changes, the costs of which are not anticipated to be significant.

Jational Ambient Air Quality Standards

In addition to the reductions in sulfur dioxide and nitrogen oxide emissions required under the CMR for its Pennsylvania and Kentucky plants,

PPL’s fossil-fueled generating plants, including those in Montana, 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 andlor fme particulates.

In 2010, the EPA fmalized 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 achieve attainment by 2017. For

areas that are in aftaimnent or are unclassifiable, states are required to develop maintenance plans by mid-2013 that demonstrate continued

attaimnent. In June 2012, the EPA proposed a rule that strengthens the particulate standards. States would have until 2014 to identify initial

non-attainment areas and have until 2020 to achieve attainment status for those areas. States could request an extension to 2025 to comply with

the rule. Until the particulate matter (PM) rule is fmalized and the sulfur dioxide maintenance and compliance plans are developed, PPL, PPL

Energy Supply, LKE, LG&E and KU cannot predict which of their facilities may be located in a non-attainment area and what measures would

be required to meet attainment status.

PPL, PPL Energy Supply, LKE, LG&E and KU anticipate that some of the measures required for compliance with the CAR, the Mercury and

Air Toxic Standards (MATS), or the Regional Haze requirements, such as upgraded or new sulfur dioxide scrubbers at some of their plants

and, in the case of LG&E and KU, the previously announced retirement of coal-fired generating units at the Cane Run, Green River, and

Tyrone plants, will help achieve compliance with the new one-hour sulfur dioxide standard. If additional reductions were to be required, the

financial impact could be significant.

Mercury and Other Hccardous Air Pollutants

In May 2011, the EPA published a proposed regulation providing for stringent reductions of mercury and other hazardous air pollutants. In

February 2012, the EPA published the fmal rule, known as the MATS, with an effective date of April 16, 2012. The rule is being challenged

by industry groups and states.

‘The rule provides for a three-year compliance deadline with the potential for a one-year extension as provided under the statute. Based on their

(\ )sessment of the need to install pollution control equipment to meet the provisions of the proposed rule, LG&E and KU filed requests with the

KYSC for environmental cost recovery to facilitate moving forward with plans to install enviromnental controls including chemical additive

and fabric-filter baghouses to remove certain hazardous air pollutants. Recovery of the cost of certain controls was granted by the KPSC in

December 2011. See Note 6 for information on LG&E’s and KU’s anticipated retirement of certain coal-fired electric generating units in

response to this and other environmental regulation. With the publication of the fmal MATS rule, LG&E and KU are currently assessing

whether changes in the fmal rule warrant revision of their approved compliance plans.

With respect to PPL Energy Supply’s Pennsylvania plants. PPL Energy Supply believes that certain coal-fired plants may require installation of

chemical additive systems, the cost of which is not expected to be significant. With respect to PPL Energy Supply’s Montana plants,

modifications to the cun’ent air pollution controls installed on Colstrip may be required, the cost of which is not expected to be significant. For

the Corette plant, PPL Energy Supply announced in September 2012 its intention, beginning in April 2015, to place the plant in long-term

reserve status, suspending the plant’s operation, due to expected market conditions and the costs to comply with the MATS requirements. The

Corette plant’s carrying value at September 30, 2012 was approximately $67 million. Although the Corette plant was not detennined to be

impaired at September 30, 2012, it is reasonably possible that an impairment charge could be recorded in the fourth quarter of 2012 or in future

periods, as higher priced sales contracts settle, adversely impacting projected cash flows. PPL Energy Supply, LG&E and KU are continuing

to conduct in-depth reviews of the MATS, including the potential implications to scrubber wastewater discharges. See the discussion of

effluent limitations guidelines and standards below.

Regional Haze and Visibility

In January 2012, the EPA proposed limited approval of the Peunsylvania regional haze State Implementation Plan (SIP). That proposal would

essentially approve PPL’s analysis that further particulate controls at PPL Energy Supply’s Pennsylvania plants are not warranted. The limited

approval does not address deficiencies of the state plan arising from the remand of the CAIR rule. Previously, the EPA had determined that

implementation of the CAIR requirements would meet regional haze
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Best Available Retrofit Technology (BART) requirements for sulfur dioxide and nitrogen oxides. In 2012, the EPA finalized a rule providing

that implementation of the CSAPR would also meet the BART. This rule also addresses the Pennsylvania SIP deficiency arising from the

CAR remand; however, in August 2012, the U.S. Court of Appeals for the District of Columbia Circuit (Court) vacated and remanded the

APR back to the EPA for further rulemaking. In September 2012, several environmental groups filed a petition for review with the Court

.nallenging the EPA’s approval of the Pennsylvania SIP. At this time, it is not kiiown whether the EPA will reinstate its previous determination

that CAR satisfies the BART requirement or will require states to conduct source-specific BART studies.

In Montana, the EPA Region 8 developed the regional haze plan as the Montana Department of Environmental Quality declined to develop a

BART SIP at this time. PPL submitted to the EPA its analyses of the visibility impacts of sulfur dioxide, nitrogen oxides and particulate

emissions for Colstrip Units 1 and 2 and Corette. PPL’s analyses concluded that further reductions are not warranted. PPL has also submitted

data and analyses of various air emission control options under the rules to reduce air emissions related to the non-BART-affected emission

sources of Colstrip Units 3 and 4. The analyses show that any incremental reductions would not be cost-effective and that further analysis is

not warranted.

In March and September 2012, the EPA issued its draft and final federal Implementation Plans (FIP) for the Montana regional haze rule. The

final FIP indicated that no additional controls were required for Corette or Colstrip Units 3 and 4 but proposed tighter limits for Corette and

Coistrip Units I and 2. PPL Energy Supply expects to meet these tighter permit limits at Corette without any significant changes to operations,

although other requirements have led to the planned suspension of operations at Corette beginning in April 2015. See “Mercury and Other

Hazardous Air Pollutants” discussion above. Under the final FIP, Coistrip Units I and 2 will require additional controls, including the possible

installation of an SNCR and spare scrubber vessel, to meet more stringent nitrogen oxide and sulfur dioxide limits. The cost of these potential

additional controls, if required, could be significant. PPL Energy Supply plans to challenge this FIP.

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 SiP to the EPA which requires the Mill Creek plant to reduce its sulfuric acid mist emissions from Units 3 and 4, the costs of

which are not expected to be significant. After approval of the Kentucky SIP by the EPA and revision of the Mill Creek plant’s air permit

under Title V, LG&E intends to install sorbent injection controls at the plant to reduce sulfuric acid mist emissions.

New Source Review (NSR)

The EPA has continued its NSR enforcement efforts targeting coal-fired generating plants. The EPA has asserted that modification of these

rants

has increased their emissions and, consequently, that they are subject to stringent NSR requirements under the Clean Air Act. In April

PPL received EPA information requests for its Montour and Brunner Island plants. The requests are similar to those that PPL received in

-the early 2000s 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. In May 2012, PPL Montana received an information

request regarding projects undertaken during the Spring 2012 maintenance outage at Colstrip Unit 1. PPL and PPL Energy Supply cannot

predict the outcome of these matters, and cannot estimate a range of reasonably possible losses, if any.

In addition, in August 2007, LG&E received information requests for the Mill Creek and Trimble County plants, and KU received requests for

the Ghent plant, but they have received no further communications from the EPA since providing their responses. PPL, LKE. LG&E and KU

cannot predict the outcome of these matters, and cannot estimate a range of reasonably possible losses, if any.

In March 2009, KU received a notice alleging that KU violated certain provisions of the Clean Air Act’s rules governing NSR and prevention

of significant deterioration by installing sulfur dioxide scrubbers and SCR controls at its Ghent plant 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 Decetnber 2009, the EPA issued an information request on this matter. In September 2012, the parties reached a tentative

settlement addressing the Ghent NSR matter and a September 2007 notice of violation alleging opacity violations at the plant. The settlement

is subject to various administrative and judicial approvals. PPL, LIKE and KU cannot predict the outcome of this matter until a final consent

decree is entered by the U.S. District Court for the Eastern District of Kentucky, but currently do not expect such outcome to result in material

losses above the amounts accrued by KU.
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If PPL subsidiaries aie found to have violated NSR regulations, PPL, PPL Energy Supply, LKE, LG&E and KU 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,

‘uld be significant.

States and enviromnental groups also have initiated enforcement actions and litigation alleging violations of the NSR regulations by coal-fired

generating plants. See ‘Legal Matters” above for information on a notice of intent to sue received in July 2012 by PPL Montana and other

owners of Colstrip. PPL, PPL Energy Supply, LICE, LG&E and KU are unable to predict whether such actions will be brought against any of

their other plants.

TC2 Air Permit (PPL, LKE, LG&E and KU)

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 fmal

revised permit issued by the KDAQ in Januaiy 2010. In March 2010, the environmental groups petitioned the EPA to object to the revised

state permit. Until the EPA issues a fmal ruling on the pending petition and all available appeals are exhausted, PPL, LKE, LG&E and KU

cannot predict the outcome of this matter or the potential impact on the capital costs of this project, if any.

(PPL, PPL Energu Supply, LKE, LG&E and KU)

Greenhouse Gas Regulations and Tort Litigation

As a result of the April 2007 U.S. Supreme Court decision that the EPA has authority under the Clean Air Act to regulate GHG emissions from

new motor vehicles, in April 2010, the EPA and the U.S. Department of Transportation issued light-duty vehicle emissions standards that apply

to 2012 model year vehicles. The EPA has also clarified that this standard, beginning in 2011, also authorized regulation of GHG emissions

from stationary sources under the NSR and Title V operating permit provisions of the Clean Air Act. As a result, any new sources or major

modifications to existing GHG sources causing a net significant emissions increase requires the BACT permit limits for GHGs. These rules

were challenged, and in June 2012 the U.S. Court of Appeals for the District of Columbia Circuit upheld the EPA’s regulations.

In addition, in April 2012, the EPA proposed New Source Performance Standards for carbon dioxide emissions from new coal-fired generating

Cits,
combined-cycle natural gas units, and integrated gasification combined-cycle units. The proposal would require new coal plants to

) hieve the same stringent limitations on carbon-dioxide emissions as the best performing new gas plants. There presently is no commercially

available technology to allow new coal plants to achieve these limitations and, as a result, the EPA’s proposal would effectively preclude

construction of new coal-fired generation in the future.

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, by 2019, in carbon dioxide emissions from base levels.

Pennsylvania has not stated an intention to join the RGGI, but enacted the Pennsylvania Climate Change Act of 2008 (PCCA). The PCCA

established a Climate Change Advisory Committee to advise the PADEP on the development of a Climate Change Action Plan. In December

2009, the Advisory Committee fmalized 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 that would, if enacted, accelerate solar supply requirements and restrict eligible solar

projects to those located in Pennsylvania. PPL and PPL Energy Supply cannot predict at this time whether this legislation will be enacted.

Eleven western states and certain Canadian provinces established the Western Climate Initiative (WCI) in 2003. The WCI established a goal of

reducing carbon dioxide emissions by 15% below 2005 levels by 2020 and developed GHG emission allocations, offsets, and reporting

recommendations. Montana was once a partner in the WCI, but by 2011 had withdrawn, along with several other western states.
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In November 2008, the Governor of Kentucky issued a comprehensive energy pian 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

4’HG reductions and related measures. To date, the state has not issued a fmal plan. The impact of any such plan is not now determinable, but

.iie costs to comply with the plan could be significant.

A number of lawsuits have been filed asserting common law claims including nuisance, trespass and negligence against various companies

with GHG emitting plants, 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 June 2011, the U.S. Supreme Court overturned the lower court and held that such federal common law claims

were displaced by the Clean Air Act and regulatory actions of the EPA. In addition, in Corner v. Murphy Oil (Corner case), the U.S. Court of

Appeals for the fifth Circuit (fifth Circuit) declined to overturn a district court ruling that plaintiffs did not have standing to pursue state

common law claims against companies that emit GHGs. The complaint in the Corner case named the previous indirect parent of LKE as a

defendant based upon emissions from the Kentucky plants. In January 2011, the Supreme Court denied a petition to reverse the Fifth Circuit’s

ruling. In May 2011, the plaintiffs in the Corner case filed a substantially similar complaint in federal district court in Mississippi against 87

companies, including KU and three other indirect subsidiaries of LKE, under a Mississippi statute that allows the re-filing of an action in

certain circumstances. In March 2012, the Mississippi federal court granted defendants’ motions to dismiss the state common law claims

because plaintiffs had previously raised the same claims, plaintiffs lacked standing, plaintiffs’ claims were displaced by the Clean Air Act, and

other grounds. In April 2012, plaintiffs filed a notice of appeal in the fifth Circuit. Additional litigation in federal and state courts over these

issues is continuing. PPL, LKE and KU cannot predict the outcome of this litigation or estimate a range of reasonably possible losses, if any.

Renewable Energy Legislation (PPL, PPL Energy Supply, LKE, LG&E and KU)

There has been interest in renewable energy legislation at both the state and federal levels. In the 112th Congress, the Clean Energy Standard

Act of 2012 (S.2 146) was introduced which would mandate electric utilities to supply 24% of their electricity sales from qualified resources by

2015, increasing 3% per year up to 84% by 2035. This legislation will not likely be addressed in the remaining days of this Congress. In

Pennsylvania, bills were introduced in both the Senate and House amending the existing Alternative Energy Portfolio Standard to accelerate the

current solar obligation, but no action was taken before the end of the 2011-2012 legislative session.

PPL and PPL Energy Supply believe there are fmancial, regulatory and logistical uncertainties related to GHG reductions and the( nplementation of renewable energy mandates that will need to be resolved before the impact of such requirements on PPL and PPL Energy

,) ipply can be estimated. Such uncertainties, among others, include the need to provide back-up supply to augment intermittent renewable

eneration. potential generation over-supply that could result from such renewable generation and back-up, impacts to PJM’s capacity market

and the need for substantial changes to transmission and distribution systems to accommodate renewable energy sources. These uncertainties

are not directly addressed by proposed legislation. PPL and PPL Energy Supply cannot predict at this time the effect on their future

competitive position, results of operation, cash flows and fmancial position of renewable energy mandates that may be adopted, although the

costs to implement and comply with any such requirements could be significant.

Water/Waste

Coal Combustion Residt,als (CCRs,) (PPL, PPL Energy Supply, LKE, LG&E and KU)

In June 2010, the EPA proposed two approaches to regulating the disposal and management of CCRs under the Resource Conservation and

Recovery Act (RCRA). CCRs include fly ash, bottom ash and sulfur dioxide scrubber wastes. The first approach would regulate CCRs as a

hazardous waste under Subtitle C of the RCRA. This approach would materially increase costs and result in early retirements of many coal-

fired plants, as it would require plants to retrofit their operations to comply with full hazardous waste requirements for the generation of CCRs

and associated waste waters through generation, 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 the

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 the RCRA, as these plants are using surface impoundments for management and

disposal of CCRs.
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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
anagement facilities at several PPL plants and PPL has implemented certain actions in response to recommendations from these inspections.

The EPA is continuing to evaluate the unprecedented number of comments it received on its June 2010 proposed regulations. In October 2011,

the EPA issued a Notice of Data Availability (NODA) that requests comments on selected documents that the EPA received during the

comment period for the proposed regulations. In addition, the U.S. House of Representatives in September 2012 approved a bill that was

revised in the Senate to modify Subtitle D of the RCRA to provide for the proper management and disposal of CCRs and to preclude the EPA

from regulating CCRs under Subtitle C of the RCRA. This revised bill is being considered in the Senate, and the prospect for passage of this

legislation is uncertain.

In January 2012, a coalition of environmental groups filed a 60-day notice of intent to sue the EPA for failure to perform nondiscretionary

duties under RCRA, which could require a deadline for the EPA to issue strict CCR regulations. In February 2012, two CCR recycling
companies also issued a 60-day notice of intent to sue the EPA over its timeliness in issuing CCR regulations, but they requested that the EPA

take a Subtitle D approach that would allow for continued recycling of CCRs. The coalition filed its lawsuit in April 2012 and litigation is

continuing.

PPL, PPL Energy Supply. LKE, LG&E and KU caimot predict at this time the fmal requirements of the EPA’s CCR regulations or potential

changes to the RCRA and what impact they would have on their facilities, but the fmancial impact could be material if regulated as a hazardous

waste under Subtitle C and significant if regulated under Subtitle D.

Martins Creek Fly Ash Release (FPL and PPL Energy Szpply)

In 2005, approximately 100 million gallons of water containing fly ash was released from a disposal basin at the Martins Creek plant used in

connection with the operation of the plants two 150 MW coal-fired generating units. This resulted in ash being deposited onto adjacent

roadways and fields, into a nearby creek and the Delaware River. PPL determined that the release was caused by a failure in the disposal

basins 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.

The PADEP filed a complaint in Pennsylvania Commonwealth Court against PPL Martins Creek and PPL Generation, alleging violations of

‘-,\arious

state laws and regulations and seeking penalties and injunctive relief. PPL and the PADEP have settled this matter. The settlement

)so required PPL to submit a report on the completed studies of possible natural resource damages. PPL subsequently submitted the

ssessment report to the Pennsylvania and New Jersey regulatory agencies and has continued discussing potential natural resource damages and

mitigation options with the agencies. Subsequently, in August 2011 the PADEP submitted its National Resource Damage Assessment report to

the court and to the interveners. Tn December 2011, the interveners commented on the PADEP report and in February 2012 the PADEP and

PPL filed separate responses with the court. In March 2012, the court dismissed the interveners’ case, but the interveners have appealed the

dismissal to the Pennsylvania Supreme Court. The settlement agreement for the Natural Resources Damage Claim has not yet been submitted

for public comments, which is the next phase in the process of fmalizing the claim.

Through September 30, 2012, PPL Energy Supply has spent $28 million for remediation and related costs and an insignificant remediation

liability remains on the balance sheet. 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 nature of any other

regulatory or legal actions that may be initiated against PPL, PPL Energy Supply or their subsidiaries as a result of the disposal basin

release. However, PPL and PPL Energy Supply currently do not expect such outcomes to result in significant losses above the amounts

currently recorded.

$eepages and Groundwater Infiltration - Pennsylvania, Montana and Kentucky

(PPL, PPL Energy Supply, LKE, LG&E and KU)

Seepages or groundwater infiltration have been detected at active and retired wastewater basins and landfills at various PPL, PPL Energy

Supply, LKE. LG&E and KU plants. PPL, PPL Energy Supply, LIKE, LG&E and KU have completed or are completing assessments of

seepages or groundwater infiltration at various facilities and have completed or are working with agencies to implement abatement measures,

where required. A range of reasonably possible losses cannot currently be estimated.

71



(PPL and PPL Energy Supply)

2007, six plaintiffs filed a lawsuit in the Montana Sixteenth Judicial District Court against the Coistrip plant owners asserting property

mage due to seepage from plant wastewater ponds. A settlement agreement was reached in July 2010, which would have resulted in a

iayment by PPL Montana, but certain of the plaintiffs later argued the settlement was not final. The Colstrip plant owners filed a motion to

enforce the settlement and in October 2011 the court granted the motion and ordered the settlement to be completed in 60 days. The plaintiffs

appealed the October 2011 order to the Montana Supreme Court, and the court’s decision is expected in the second half of 2012. Therefore, the

settlement ordered by the district court is not final. PPL and PPL Energy Supply cannot predict the outcome of the appeal, although PPL

Montana’s share of any final settlement is not expected to be significant.

Tn August 2012, PPL Montana entered into an Administrative Order on Consent (AOC) with the Montana Department of Environmental

Quality (MDEQ) which establishes a comprehensive process to investigate and remediate groundwater seepage impacts related to the

wastewater facilities at the Colstrip power plant. The AOC requires that within five years, PPL Montana is to provide financial assurance to

MDEQ for the costs associated with closure and future monitoring of the waste-water treatment facilities. PPL Montana cannot predict at this

time if the actions required under the AOC will create the need to adjust the existing ARO related to these facilities.

In September 2012, Earthjustice filed an affidavit pursuant to Montana’s Major Facility Siting Act (MFSA) that sought review of the AOC by

Montana’s Board of Envfromiiental Review (BER), on behalf of environmental groups Sierra Club, the Montana Environmental Information

Center (MEIC), and the National Wildlife Federation (NWF). In September 2012, PPL Montana filed an election with the BER to have this

proceeding conducted in Montana state district court as contemplated by the IvWSA. In October 2012, Earthjustice filed a petition for review of

the AOC in the Montana state district court in Rosebud County.

In late October 2012, Earthjustice filed a second complaint against MDEQ and PPL Montana in state district court in Lewis and Clark County

on behalf of Sierra Club, MEIC and NWF. This complaint alleges that the defendants have failed to take action under the MFSA and the

Montana Water Quality Act to effectively monitor and correct issues of coal ash disposal and wastewater ponds at the Colstrip plant. The

complaint seeks a declaration that the operations of the impoundments violate the statutes addressed above, requests a writ of mandamus

directing TvDEQ to enforce the same, and seeks recovery of attorneys’ fees and costs. PPL and PPL Energy Supply cannot predict the outcome

of this matter.

Clean Water Act 316(b) (PPL, PPL Energy Suppiy, LKE, LG&E and KU)

( he EPA finalized requirements in 2004 for new or modified cooling water intake structures. These requirements affect where generating

)ants are built, establish intake design standards and could lead to requirements for cooling towers at new and modified power plants. In 2009,

6owever, 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 aquatic organisms. The EPA published the proposed rule on new or modified cooling water

intake structures in April 2011. The industry and PPL reviewed the proposed rule and submitted comments. The EPA is evaluating comments

and meeting with industry groups to discuss options. Two NODAs have been issued on the rule that indicate the EPA may be willing to amend

the rule based on certain industry group comments and the EPA’s comment period on the NODAs has ended. The final nile is expected to be

issued in 2013. 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. The second requirement is to determine and install the best technology

available to reduce mortality of aquatic organisms that are pulled through the plant’s cooling water system. A form of cost-benefit analysis is

allowed for this second requirement. This process involves a site-specific evaluation based on nine factors, including impacts to energy

delivery reliability and the remaining useful life of the plant. PPL, PPL Energy Supply, LKE, LG&E and KU cannot reasonably estimate a

range of reasonably possible costs, if any, until a fmal rule is issued, the required studies have been completed, and each state in which they

operate has decided how to implement the rule.

Effluent Limitations Guidelines and Standards (PPL, PPL Energy Supply, LKE, LG&E and KU)

In October 2009, the EPA released its Final Detailed Study of the Steam Electric Power Generating effluent limitations guidelines and

standards. The EPA is expected to issue the fmal regulations in 2014. PPL, PPL Energy Supply, LKE, LG&E mid KU expect the revised

guidelines and standards to be more stringent than the current standards especially for sulfur dioxide scrubber wastewater and ash basin

discharges, which could result in more stringent discharge permit limits. In the interim, states may impose more stringent limits on a case-by-

case basis under existing authority as permits are renewed. Under the Clean Water Act, permits are subject to renewal every five years. PPL,

PPL Energy Supply, LKE, LG&E and KU
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are unable to predict the outcome of this matter or estimate a range of reasonably possible costs, but the costs could be significant.

t
Other Issues (PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU,)

LA 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 could result in more stringent limits in

NPDES permits for PPL’s 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. PPL, PPL Energy Supply, LKE, LG&E and KU cannot predict the outcome of the draft risk assessment and what impact, if

any, it would have on their plants, but the costs could be significant.

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. The EPA is planning to propose the revised

regulations in late 2012 or 2013. PCBs are found, in varying degrees, in all of the Registrants’ operations. The Registrants cannot predict at

this time the outcome of these proposed EPA regulations and what impact, if any, they would have on their facilities, but the costs could be

significant.

A PPL Energy Supply subsidiary signed a Consent Order and Agreement (COA) with the PADEP in July 2008 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. A barrier has been constructed to prevent debris from entering the river water intake area at a cost that

was not significant.

PPL Energy Supply’s subsidiaiy has also investigated alternatives to exclude fish from the discharge channel and submitted three alternatives to

the PADEP. The subsidiary and the PADEP have now concluded that a barrier method to exclude fish is not workable. In June 2012, a new

COA (the Brunner COA) was signed that allows the subsidiary to study a change in cooling tower operational methods that may keep fish from

entering the channel. Should this approach fail, the Brunner COA requires a retrofit of impingement control technology at the intakes to the

cooling towers, the cost of which could be significant.

( tp March 2012, the subsidiary received a draft NPDES permit (renewed) for the Brunner Island plant from the PADEP. This permit includes

water quality-based limits for the scrubber wastewater plant. Some of these limits may not be achievable with the existing treatment

‘tystem. Several agencies and environmental groups commented on the draft permit, raising issues that must be resolved in order to obtain a

final permit for the plant. PPL Energy Supply cannot predict the outcome of the final resolution of the permit issues at this time or what

impact, if any, they would have on this facility, but the costs could be significant.

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 plant. In November 2010, the Cabinet issued a fmal order upholding the permit. In December 2010, the environmental

groups appealed the order to the Trimble Circuit Court, but the case was subsequently transferred to the Franklin Circuit Court. PPL, LKE,

LG&E. and KU are unable to predict the outcome of this matter or estimate a range of reasonably possible losses, if any.

The EPA and the Army Corps of Engineers are working on a guidance document that will expand the federal governments interpretation of

what constitutes “waters of the United States” subject to regulation under the Clean Water Act. This change has the potential to affect

generation and delivery operations, with the most significant effect being the potential elimination of the existing regulatory exemption for

plant waste water treatment systems. The costs that may be imposed on the Registrants as a result of any eventual expansion of this

interpretation cannot reliably be estimated at this time.

Superfund and Other Remediation (FPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

PPL Electric is potentially responsible for costs 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 Electric. However, should the EPA require different or additional measures in the future, or

should PPL Electric’s share of costs at multi-party sites increase substantially more than currently expected, the costs could be significant.
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PPL Electric, LG&E and KU are remediating or have completed the remediation of several sites that were not addressed under a regulatory

program such as Superfund, but for which PPL Electric, LG&E and KU may be liable for remediation. These include a number of former coal

as manufacturing plants in Pennsylvania and Kentucky previously owned or operated or currently owned by predecessors or affiliates of PPL

ectric, LG&E and KU. There are additional sites, formerly owned or operated by PPL Electric, LG&E and KU predecessors or affiliates, for
.%‘hich PPL Electric, LG&E and KU lack information on current site conditions and are therefore unable to predict what, if any, potential

liability they 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 Electric, LG&E and KU currently lack information, the costs of remediation and other liabilities could be material. PPL, PPL Electric,

LKE, LG&E and KU are unable to estimate a range of reasonably possible losses, if any, related to these matters.

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 EPAs evaluation, individual states may establish more stringent 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

plants. PPL, PPL Electric. LKE, LG&E and KU cannot estimate a range of reasonably possible losses, if any, related to these mailers.

From time to time, PPL Energy Supply, PPL Electric, LG&E and KU undertake remedial action in response to spills or other releases at
various on-site and off-site locations, negotiate with the EPA and state and local agencies regarding actions necessary for compliance with
applicable requirements, negotiate with property owners and other third parties alleging impacts from PPLs operations, and undertake similar

actions necessary to resolve environmental matters which arise in the course of normal operations. Based on analyses to date, resolution of
these enviromnental matters is not expected to have a significant impact on their operations.

Future cleanup or remediation work at sites currently under review, or at sites not currently identified, may result in significant additional costs

for the Registrants.

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.

Other

()uclear Insurance PPL and PFL Ener Supply)

PPL Susquehaima 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 September 30, 2012, this maximum assessment was $48 million.

In the event of a nuclear incident at the Susquehanna plant. PPL Susquehannas 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.

Employee Relations (PPL, LKE and KU)

In July 2012. KU and the IBEW Local 2100 ratified a three-year labor agreement containing a 2.5% wage increase through July 2013, a
subsequent 2.5% wage increase for July 2013 through July 2014 and a wage reopener for July 2014. The agreement covers approximately 70

employees.
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Guarantees and Other Assurances

(PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

.n the normal course of business, the Registrants enter into agreements that provide fmancial performance assurance to third parties on behalf

of certain subsidiaries. Such agreements include, for example, guarantees, stand-by letters of credit issued by fmancial 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, PPL Electric, LKE, LG&E and KU)

The table below details guarantees provided at September 30, 2012. The total recorded liability at September 30, 2012 and December 31,

2011, was $24 million and $14 million for PPL and $20 million and $11 million for LKE. The probability of expected payment/performance

under each of these guarantees is remote except for “WPD guarantee of pension and other obligations of unconsolidated entities” and

“Indemnification of lease termination and other divestitures.” For reporting purposes, on a consolidated basis, all guarantees of PPL Energy

Supply (other than the letters of credit), PPL Electric, LKE, LG&E and KU also apply to PPL, and all guarantees of LG&E and KU also apply

to LKE.

Exposure at Expiration
September 30, 2012 (a) Date

PPL
Indenmifications related to the WPD Midlands acquisition (b)

WPD indemniflcations for entities in liquidation and sales of assets $ 298 (c) 2014- 2018

VPD guarantee of pension and other obligations of unconsolidated entities 91(d) 2015

Tax indemnification related to unconsolidated WPD affiliates (e)

PPL Energy Supply
Letters of credit issued on behalf of affiliates 21 (f) 2012-2014

Retrospective premiums under nuclear insurance programs 4$ (g)

Nuclear claims assessment under The Price-Anderson Act Amendments under The Energy Policy Act of 2005 235 (h)

L ‘ylemnifications for sales of assets 262 (i) 2012 -2025

)iemnification to operators ofjointly owned facilities 6 (j)

Guarantee of a portion of a divested unconsolidated entity’s debt 22 (k) 2018

PPL Electric
Guarantee of inventory value 22(1) 2016

LKE
Indemnification of lease termination and other divestitures 301 (m) 2021 - 2023

LG&E and KU
LG&E and KU guarantee of shortfall related to OVEC (n)

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

(b) Prior to PPUs acquisition, \4PD Midlands Holdings Limited had agreed to indemnifSi certain former directors of a Turkish entity, in which WPD Midlands Holdings

Limited previously owned an interest, for any liabilities that may arise as a result of an investigation by Turkish tax authorities, and PPL WEM has received a cross-

indemnity from EON AG with respect to these indemnification obligations. Additionally, PPL subsidiaries agreed to provide indenmifications to subsidiaries of EON

AG for certain liabilities relating to properties and assets owned by affiliates ofEON AG that were transferred to WPD Midlands in connection with the acquisition. The

maximum exposure and expiration of these indenmifications cannot be estimated because the maximum potential liability is not capped and the expiration date is not

specified in the transaction documents.
(c) In connection with the liquidation of wholly owned subsidiaries that have been deconsolidated upon turning the entities over to the liquidators, certain affiliates of PPL

Global have agreed to indenutii’ the liquidators, directors andlor 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 indenmifications are limited to a maximun 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. PD and its affiliates have provided the purchasers with indemnifications that are standard for such transactions,

including indemrnfications 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.
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(d) As a result ofthe privatization ofthe 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, ifs member becomes insolvent, costs cmi be reallocated to and see guaranteed by the

remaining members. At September 30, 2012, V/PD 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 bave been estimated based on the types of obligations.

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

liabilities. These indemaifications expired in the second quarter of 2012.
Standby letter of credit arrangements under PPL Energy Supply’s credit facilities for the purposes of protecting various third parties against nonperformsnce by PPL. This

is not s guarantee by PPL on a consolidated basis.
PPL Susquebmma 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.
This is the maximum amount PPL Susquehanns could be assessed for each incident at any of the nuclear reactors covered by this Act. See “Nuclear Insurance” above for

additional information.
PPL Energy Supply’s maximum exposure with respect to certain indemnifications and the expiration of the indermifications cannot be estimated because, in the case of

certain indemnification provisions, the maximum potential liability is not capped by the transaction documents and the expiration date is based on the applicable statute of

limitations. The exposure and expirstion dates noted are only for those cases in which the agreements provide for specific limits. The indemnificstion provisions

described below are in each case 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 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 mstters, 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 for most representations and warranties expired in the third quarter of 2011.

A subsidiary of PPL Energy Supply has sgreed 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, mcluding liabilities of the

PPL Energy Supply subsidiary relating to the pre-closing ownership or operation of those hydroelectric facilities. The indemnification provisions for certain

representations and wsrrsnties expired in the second quarter of 2011.

Subsidiaries of PPL Energy Supply hsve agreed to provide indemnification to the purchasers of certain non-core generation facilities sold in March 2011 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 PJM rule

cbanges are proposed and become effective. The indemnification provisions for most representations and warranties expired in the first quarter of 2012.

In December 2007, a subsidiary of PPL Energy Supply executed revised owners agreements for two jointly owned facilities, the Keystone and Conemsugh generating

plants. The agreements require that in the event of any default by an owner, the other owners fimd contributions for the operation of the generating plants, based upon

their ownership percentages. The non-defaulting owners, who make up the defaulting owner’s obligations, are entitled to the generation entitlement of the defaulting

owner, bssed upon their ownership percentage. The exposure shown reflects the PPL Energy Supply subsidiary’s share of the maximum obligation. The agreensents do

not have an expiration date.
A PPL Energy Supply subsidiary owned s 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. Under the terms of the sale agreement,

PPL Energy Supply continues to guarantee the portion of Ssfe Harbor’s debt, but received a cross-indemnity from the purchaser, secured by a lien on the purchaser’s stock

of Safe Harbor, in the event PPL Energy Supply is required to make a payment under the guarantee. The exposure noted reflects pnncipal only.

(I) PPL Electric entered into a contract with a third party logistics finn that provides inventory procurement and fulfillment services. Under the contract, the logistics firm has

title to the inventory purchased for PPL Electric’s use. Upon termination of the contract, PPL Electric has guaranteed to purchase any remaining inventory that has not

been used or sold by the logistics fum at Use weighted-average cost at which the logistics firm purchased the inventory, thus protecting the logistics firm from reductions in

the fair value of the inventory.
(m) LKE provides certain indenmificarions, the most significant of which relate to the termination of the WK.E 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 enviromnental commitments and indenmificsrions nsade by WRE under the WKE Transaction Termination

Agreement. This guarantee hat a term of 12 years ending July 2021, and a cumulative maximum exposure of $200 million. Certain items such as government fmes and

penalties fall outside the cumulative cap. LIKE has contested the applicability of the indemnification requlrement relating to one mailer presented by a couaterparty under

this guarantee. Another guarantee with a maximum exposure of$l00 million covering other indermifications expires in 2023. In May 2012, LIKE’s indemnitee received

an arbitration panel’s decision affecting this matter, which granted LIKE’s indemnitee certain rights of first refusal to purchase excess power at a market-based price rather

than at an absolute fixed price. In July 2012, LKE’s indemnitee filed ajudicial action in the Henderson Circuit Court, seeking to vacate the arbitration decision and will

present oral arguments in November 2012. LKE believes its indenmificstion obligations in this mailer remain subject to various uncertainties, including the legal status of

the court’s review of the arbitration decision as well as future prices, availability and demand for the subject excess power. LIKE continues to evaluate various legal and

commercial options with respect to this indermification mailer. The ultimate outcomes of the WKE termination-related indemnifications cannot be predicted at this

time. Additionally, LIKE has indeismified various third parties related to historical obligations for other divested subsidiaries and affiliates. The mdemnifieattons vary by

entity and the maximstm exposures range from being capped at the sale price to no specified maximum; however, LIKE is not aware of formal claims under such

indemnities 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. In the second quarter of 2012, LKE adjusted its estimated liability for certain of these indemnifications by $9 million ($5 nsillion after-tax), which is

reflected ir” Income (Loss) from Discontinued Operations (net of income taxes)” on the Statement of Income. The adjustment was recorded in the Kentucky Regulated

segment for PPL. No additional material loss is anticipated by reason of such indemnifications.

(n) Pursuant to the OVEC power purchase contract, expiring in June 2040, LG&E and KU are obligated to pay a demand charge which inclsides, among other charges, debt

senice and amortization toward principal retirement, decommissioning costs, post-retirement and post-employment benefits costs (other than pensions), and

reimbursement of plant operating, maintenance and other expenses. The demand charge is expected to cover LG&E’s and KU’s shares of the cost of the listed items over

the term of the contract. However, in the event there isa shortfall in covering these costs, LG&E and KU are obligated to pay their share of the excess debt service, post-

retirement and post-employment and decommissioning costs. The maximum exposure and the expiration date of these potential obligations are not presently

determinable.
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The Registrants 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

,,—qfien are not explicitly stated, and the overall maximum amount of the obligation under such guarantees cannot be reasonably

)timated. Historically, no significant payments have been made with respect to these types of guarantees 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

PLR Contracts/Purchase of Accounts Receivable (PPL Energy Supply and PPL Electric,)

PPL Electric holds competitive solicitations for PLR generation supply. PPL EnergyPlus has been awarded a portion of the PLR generation

supply through these competitive solicitations. See Note 10 for additional information on the solicitations. PPL Electric’s purchases from PPL

EnergyPlus totaled $22 million and $60 million for the three and nine months ended September 30, 2012 and $5 million and $15 million during

the same periods in 2011. The sales and purchases 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.

Under the standard Supply Master Agreement for the solicitation process, PPL Electric requires all suppliers to post collateral once credit

exposures exceed defmed credit limits. PPL EnergyPlus is required to post collateral with PPL Electric when the aggregate credit exposure

with respect to electricity, capacity and other related products to be delivered by PPL EnergyPlus exceeds a contractual credit limit. Based on

the current credit rating and tangible net worth of PPL Energy Supply, as guarantor, PPL EnergyPlus’ credit limit was $35 million at

September 30, 2012. In no instance is PPL Electric required to post collateral to suppliers under these supply contracts.

PPL Electric’s customers may choose an alternative supplier for their generation supply. See Note 2 for additional information regarding PPL

Electric’s purchases of accounts receivable from alternative suppliers, including PPL EnergyPlus.

At September 30, 2012, PPL Energy Supply had a net credit exposure of $39 million from PPL Electric from its commitment as a PLR supplier

and from the sale of its accounts receivable to PPL Electric.

(Vholesale Sales and Purchases (LG&E and KU)

LG&E and KU jointly dispatch their generation units with the lowest cost generation used to serve their retail native load. When LG&E has

excess generation capacity after serving its own retail native load and its generation cost is lower than that of KU, KU purchases electricity

from LG&E. When KU has excess generation capacity after serving its own retail native load and its generation cost is lower than that of

LG&E, LG&E purchases electricity from KU. These transactions are reflected in the Statements of lncome as “Electric revenue from affiliate”

and “Energy purchases from affiliate” and are recorded at a price equal to the seller’s fuel cost. Savings realized from such intercompany

transactions are shared equally between the two companies. The volume of energy each company has to sell to the other is dependent on its

native load needs and its available generation.

Allocations of Corporate Service Costs (PPL Energy Supply, PPL Electric and LKE)

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 the services that is

not directly charged to PPL subsidiaries is allocated to applicable subsidiaries based on an average of the subsidiaries’ relative invested capital,

operation and maintenance expenses and number of employees. PPL Services charged the following amounts for the periods ended

September 30, which PPL management believes are reasonable, including amounts applied to accounts that are further distributed between

capital and expense:

Three Months Nine Months

2012 2011 2012 2011

PPL Energy Supply
$ 49 $ $ 13$

PPL Electric
35 34 116 10$

LKE
3 3 11 12
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Intercompany Billings by LKS (LG&E and KU)

KS provides LG&E and KU with a variety of centralized administrative, management and support services. The cost of these services is

ectly charged to the company or, for general costs that cannot be directly attributed, charged based on predetermined allocation factors,

ihcluding the following measures: number of customers, total assets, revenues, number of employees andlor other statistical information. LKS

charged the amounts in the table below for the periods ended September 30, which LKE management believes are reasonable, including

amounts that are further distributed between capital and expense:

Three Months Nine Months

2012 2011 2012 2011

LG&E $ 51 $ 51 $ 132 $ 134

KU 33 44 114 148

Intercompany Borrowings

(PPL Energy Szqiply)

A PPL Energy Supply subsidiaty periodically holds revolving demand notes from certain affiliates. At September 30, 2012, there were no

balances outstanding. At December 31, 2011, a note with PPL Energy Funding had an outstanding balance of $198 million with an interest

rate of 3.77% that was reflected in “Notes receivable from affiliates” on the Balance Sheet. Interest earned on these revolving facilities is

included in “Interest Income from Affiliates” on the Statements of Income. The interest rates on borrowings are equal to one-month LIBOR

plus a spread. Interest earned on borrowings was not significant for the three and nine months ended September 30, 2012 and the three months

ended September 30, 2011. For the nine months ended September 30, 2011, interest earned on the borrowings was $6 million, substantially all

of which was attributable to borrowings by PPL Energy Funding.

(PPL Electric)

A PPL Electric subsidiary periodically holds revolving demand notes from certain affiliates. At September 30, 2012, there was a $210 million

balance outstanding and no balance was outstanding at December 31, 2011. The note is reflected in “Notes receivable from affiliates” on the

Balance Sheet. The interest rate on borrowings is equal to one-month LIBOR plus a spread. The interest rate on the outstanding borrowings at

September 30, 2012 was 1.98%. For the three and nine months ended September 30, 2012 and 2011, the interest earned on these revolving

fcilities was not significant.

(LKE)

LKE maintains a $300 million revolving demand note with a PPL Energy Supply subsidiaty whereby LIKE can borrow funds on a short-term

basis at market-based rates. The interest rates on borrowings are equal to one-month LIBOR plus a spread. At September 30, 2012 and

December 31, 2011, there were no balances outstanding. Interest expense incurred on the revolving demand note with the PPL Energy Supply

subsidiary was not significant for the three and nine months ended September 30, 2012 and 2011.

LIKE holds a note receivable from a PPL affiliate that has a $300 million borrowing limit whereby LKE can loan funds on a short-term basis at

market-based rates. At September 30, 2012 and December 31, 2011, $6 million and $15 million were outstanding and were reflected in “Notes

receivable from affiliates” on the Balance Sheets. The interest rates on loans are based on the PPL affiliate’s credit rating and are currently

equal to one-month LIBOR plus a spread. The interest rates on the outstanding borrowings at September 30, 2012 and December 31, 2011

were 2.23% and 2.27%. Interest income on the note receivable was not significant for the three and nine months ended September 30, 2012

and2Oll.

(LG&E,)

LG&E participates in an intercompany money pool agreement whereby LIKE an&or KU make available to LG&E funds up to $500 million at

an interest rate based on a market index of commercial paper issues. At September 30, 2012 and December 31, 2011, there was no balance

outstanding. Interest expense and interest income on the money pool agreement with LKE andlor KU was not significant for the three and nine

months ended September30, 2012 and 201].
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(KU)

U participates in an intercompany money pool agreement whereby LKE and/or LG&E make available to KU funds up to $500 million at an

terest rate based on a market index of commercial paper issues. At September 30, 2012 and December 31, 2011, there was no balance

iutstanding. Interest expense and interest income on the money pooi agreement with LKE and/or LG&E was not significant for the three and

nine months ended September 30, 2012 and 2011.

Trademark Royalties (PPL Energy Supply,)

A PPL subsidiary owns PPL trademarks and billed certain affiliates for their use under a licensing agreement. This agreement was terminated

in December 2011. PPL Energy Supply was charged $10 million and $30 million of license fees for the three and nine months ended

September 30, 2011. These charges are primarily included in “Other operation and maintenance” on the Statement of Income.

Intercompany Insurance (PPL Electric)

PPL Power Insurance Ltd. (PPL Power Insurance) is a subsidiary of PPL that provides insurance coverage to PPL and its subsidiaries for

property damage, generallpublic liability and workers’ compensation.

Due to damages resulting from several PUC-reportable storms that occurred in 2011, PPL Electric exceeded its deductible for the 2011 policy

year. Probable recoveries on insurance claims with PPL Power Insurance of $26.5 million were recorded at September 30, 2011, of which $7

million and $16 million were recorded during the three and nine months ended September 30, 2011 in “Other operation and maintenance” on

the Statement of Income, with the remainder recorded in PP&E on the Balance Sheet. In September 2012, PPL Electric received $26.5 million

from the settlement of its 2011 claims.

Other (PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

See Note 7 for a discussion regarding capital transactions by PPL Energy Supply, PPL Electric. LKE, LG&E and KU. For PPL Energy

Supply, PPL Electric, LG&E and KU, refer to Note 9 for discussions regarding intercompany allocations associated with defined benefits.

12. Other Income (Expense) - net

0’
tPPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

-

‘ he breakdown of “Other Income (Expense) - net” for the periods ended September 30 was:

Three Months

2012 2011

S

Nine Months

2012 2011

PPL
Other Income

Gain on redemption of debt (a)
Earnings on securities in NDT funds
Interest income
AFUDC - equity component
Net hedge gains associated with the 2011 Bridge facility (b)

Earnings (losses) from equity method investments
JVliscellaneous - Domestic

Miscellaneous - U.K.

Total Other Income
Other Expense

Economic foreign currency exchange contracts (Note 14)

Charitable contributions
VfPD Midlands acquisition-related costs (Note 8)
Foreign currency loss on 2011 Bridge facility (c)

U.K. stamp duty tax (Note 8)
Miscellaneous - Domestic

Miscellaneous - U.K.

Total Other Expense

Other Income (Expense) - net

S 22 $ 22
2 $ 17 20
1 4 5

2 2 7 5
55

(1) 1 (7) 1

3 2 8 9
(1) 1 1

9 30 30 118

47 (11) 40 (11)
1 2 7 7

36
57
21

4 12 7

1 2 3

53 (7) 61 120

S (44) S 37 $ (31) S (2)
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Three Months Nine Months

2012 2011 2012 2011

PPL fner2y Supply
er Income

Earnings on securities in NOT funds $ 5 $ 2 $ 17 $ 20

Interest income
1 1 1

Miscellaneous 1

_______________

3 5

Total Other income
6 3 21 26

Other Expense
Charitable contributions 1 1 2 2

Miscellaneous 1 5 4

Total Other Expense
2 1 7 6

Other Income (Expense) - net
$ 4 $ 2 $ 14 $ 20

(a) In July 2011, as a result of PPL Electric’s redemption of 7.125% Senior Secured Bonds due 2013, PPL recorded a gain on the accelerated amortization of the fair value

adjustment to the debt recorded in connection with previously settled fair value hedges.

(b) Represents a gain on foreign currency contracts that hedged the repayment of the 2011 Bridge Facility borrowing.

(c) Represents a foreign currency loss related to the repayment of the 2011 Bridge facility borrowing.

“Other Income (Expense) - net” for the three and nine months ended September 30, 2012 and 2011 for PPL Electric is primarily the equity

component of AFTJDC. “Other Income (Expense) - net” for the nine months ended September 30, 2012 for LKE and KU is primarily losses

from an equity method investment. The components of”Other Income (Expense) - net” for the three months ended September 30, 2012 and

2011 and for the nine months ended September 30, 2011 for LKE and KU are not significant. The components of “Other Income (Expense) -

net” for the three and nine months ended September 30, 2012 and 2011 for LG&E are not significant.

13. Fair Value Measurements and Credit Concentration

(PPL, ?PL Energy Supply, PPL Electric, LK LG&E and KU)

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). 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) are used to measure the fair value of an asset

or liability, as appropriate. 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

( “)orporate, as applicable, certain risks such as nonperformance risk, which includes credit risk. The fair value of a group of fmancial assets

liabilities is measured on a net basis. Transfers between levels are recognized at end-of-reporting-period values. During the three and nine

months ended September 30, 2012, there were no transfers between Level 1 and Level 2.

Recurring Fair Value Measurements

The assets and liabilities measured at fair value were:

September 30, 2012 December 31, 2017

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

PPL
Assets

Cash and cash equivalents

$
946

$

946

__________ ___________

$ 1,202 $ 1,202

___________ ___________

Restricted cash and cash equivalents (a) 169 169

___________ ___________

209 209

___________ ___________

Price risk management assets:
Energy commodities 2,604 5 $ 2,569 S 30 3,423 3 $ 3,390 $ 30

Interest rate swaps 3 3

foreign currency contracts 18 1$

Cross-currency swaps 24

___________

22 2 24

___________

20 4

Total price risk management assets 2,628 5 2,591 32 3.468 3 3,431 34
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September 30, 2012 December 31, 2011

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

NOT funds:. Cashandeashequivalents 12 12 12 12

Equity securities
U.S. large-cap 412 307 105 357 267 90

U.S. midlsmall-cap 59 25 34 52 22 30

Debt securities
U.S. Treasuiy 95 95 $6 86

U.S. government sponsored agency 9 9 10 10

Municipality $3 83 83 83

Investment-grade corporate 40 40 3$ 3$

Other 2 2 2 2

Receivables (payables), net (1) (3) 2

___________ ___________

(3J 3

___________

TotalNUTfunds 711 436 275

_________

640 384 256

_________

Auction rate securities (b) 19

_________

3 16 24

_________ _________

24

Total assets
$ 4,473 $ 1,556 $ 2,869 $ 4$ $ 5,543 $ l,79$ $ 3,687 $ 5$

Liabilities
Price risk management liabilities:

Energy commodities $ 1,947 $ 5 $ 1,937 $ 5 $ 2,345 $ 1 S 2,327 $ 17

Interest rate swaps 83 83 63 63

Foreign currency contracts 36 36

Cross-currency swaps 2 2 2 2

___________

Total price risk management liabilities $ 2,068 $ 5 $ 2,058 $ 5 $ 2,410 $ 1 $ 2,392 S 17

PPL Energy Supply
Assets

Cash and cash equivalents

$ 432 $ 432

___________ ___________

$ 379 $ 379

___________

Restricted cash and cash equivalents (a) 98 98

_________

145 145

_________

Price risk management assets:
Energy commodities 2,604 5 $ 2,569 $ 30 3,423 3 $ 3,390 $ 30

Total price risk management assets 2,604 5 2,569 30 3,423 3 3,390 30

NOT funds:
Cash and cash equivalents 12 12 12 12

Equity securities
U.S. large-cap 412 307 105 357 267 90

U.S. midlsmall-cap 59 25 34 52 22 30

Debt securities
U.S. Treasury 95 95 86 86

U.S. government sponsored agency 9 9 10 10

Municipality 83 83 83 83

Investment-grade corporate 40 40 38 38

Other 2 2 2 2

Receivables
(payables), net

(1)
(3)

2

____________

(3) 3

____________

Total NOTfunds 711 436 275 640 384 256

_________

Auction rate securities (b) 16 3 13 19

_________ _________

19

Total assets
$ 3,861 $ 971 $ 2,847 $ 43 S 4,606 $ 911 $ 3,646 $ 49

Liabilities
Price risk management liabilities:

Energy commodities $ 1,947 $ 5 $ 1,937 $ 5 $ 2,345 $ 1 $ 2,327 $ 17

Totalpriceriakmanagementliabilitles $ 1,947 $ 5 $ 1,937 $ 5 $ 2,345 $ 1 $ 2,327 $ 17

PPL Electric
Assets

Cash and cash equivalents $ 31 $ 31 $ 320 $ 320

Restricted cash and cash equivalents (c) 13 13

_________

13 13

Total assets

$

___________ ___________

$ $

LKE
Assets

Cash and cash equivalents $ 90 $ 90 $ 59 $ 59

Restricted cash and cash equivalents (e) 32 32 29 29

Total assets
$ 122 $ 122 $ 8$ $ 8$

Liabilities
Price risk management liabilities:

Interest rate swaps (U)

$
62

___________

$ 62

___________

$ 60

___________

$ 60

___________

Total liabilities
$ 62 $ 62 $ 60 $ 60
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September 30, 2012 December 31, 2011

Total Level I Level 2 Level 3 Total Level I Level 2 Level 3

LG&E
ssets
Cash and cash equivalents $ 48 $ 48 $ 25 S 25

Restricted cash and cash equivalents (e)
32 32

___________ ___________

29 29

___________ ___________

Total assets
$0 $ 80 $ 54 $ 54

Liabilities
Price risk management liabilities:

Interest rate swaps (d)

5
62

___________

$ 62

___________

S 60

___________

$ 60

___________

Total liabilities $ 62 S 62 $ 60 $ 60

KU
Assets

Cash and cash equivalents $ 42 $ 42

___________ ___________

S 31 $ 31

___________ ___________

Total assets S 42 5 42

___________

$ 31 S 31

___________

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

(d) Current portion is included in” Other current liabilities” and the long-term portion is included in “Price risk management liabilities” on the Balance Sheets.

(e) Included in” Other noncurrent assets” on the Balance Sheets.

A reconciliation of net assets and liabilities classified as Level 3 for the periods ended September 30, 2012 is as follows:

Fair Value Measurements Uaing Significant Unobservable Inputs (Level 3)

Three Months Nine Months

Energy Auction Cross- Energy Auction Cross-

Commodities, Rate Currency Commodities, Rate Currency

net Securities Swaps Total net Securities Swaps Total

PPL
Balance at beginning of

period $ 34$ 15$ 10$ 59$ 13$ 24$ 4$ 41

Total realized/unrealized
gains (losses)

included in eamings (17) (17) (1) (1) (2)

Included in OCI (a) 1 (8) (7) 1 2 3

Sales (5) (5)

Settlements 2 2 (9) (9)

Transfers into Level 3 (2) (2) 12 12

Transfers out of Level 3 8

_____________ ______________

$ 9 (3) (3) 3

Balance at end of period $ 25 $ 16 $ 2 $ 43 $ 25 $ 16 $ 2 $ 43

PPL Eneray Supply
Balance at beginning of

period $ 34 $ 12 $ 46 $ 13 $ 19 $ 32

Total realized/unrealized
gains (losses)

Includedineamings (17) (17) (1) (1)

Included in OCI (a) I I I I

Sales (3) (3)

Settlements 2 2 (9) (9)

Transfers into Level 3 (2) (2) 12 12

Transfers out of Level 3

$

_____________ ______________

$ 9 (3)

______________

6

Balance at end of period $ 25 S 13 $ 38 $ 25 5 13 $ 38

(a) “Energy Commodities, net” and “Cross-Currency Swaps” are included in “Qualifying derivatives” and “Auction Rate Securities” are included m”Available-for-sale

securities” on the Statements of Comprehensive Income.

A reconciliation of net assets and liabilities classified as Level 3 for the periods ended September 30, 201) is as follows:
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Unobservable
Input(s)

Observable wholesale prices used as
proxy for retail delivery points

Historical settled prices used to model
forward prices

Modeled from SWMA Index

Credit valuation adjustment

Observable wholesale prices used as
proxy for retail delivery points

Historical settled prices used to model
forward prices

Modeled from SWIVIA Index

(a) For energy commodities and auction rate securities, the range and weighted average represent the percentage of fair value derived from the unobservable inputs. For cross-

currency swaps, the range and weighted average represent the percentage decrease in fair value due to the unobservable inputs used in the model to calculate the credit

valuation adjustment.
(b) Retail natural gas sales contracts extend through 2017. $8 million of the fair value is scheduled to deliver within the next 12 months. As the forward price of natural gas

increases/(decreases), the fair value of the contracts (decreases)/increases.

(c) VTR purchase contracts extend through 2015. $3 million of the fair value is scheduled to deliver within the next 12 months. As the forward implied spread increasesi

(decreases), the fair value of the contracts increases/(decreases).

Fair Value Measurements Using Significant Unobservable Inputs (Level 3)

Three Months Nine Months

Energy Auction Cross- Energy Auction Cross

Commodities, Rate Currency Commodilies, Rate Currency

net Securities Swaps Total net Securities Swaps Total

(3) $ 25

6 2
6
2

(1)
2
5
2

6
2

PPL
Balance at beginning of

period $ 26 $ 25 $ 51 $ $ 22

Total realized/unrealized
gains (losses)

Included in eamings 6
Included in OCI (a) 2 (1)

Purchases
Sales

(4) (4)

Settlements (2) (2) 23 23

TransfersintoLevel3 (1) $ 14 13 (1) $ 14 13

Transfers Out of Level 3 (5)

______________

(5) 1

_____________

1

Balance at end of period $ 26 $ 24 $ 14 $ 64 $ 26 S 24 $ 14 $ 64

PPL Energy Supply
Balance at beginning of

period $ 26 $ 20 $ 46 $ (3) S 20 $ 17

Total realized/unrealized
gains (losses)

Included in eamings
Included in OCI (a)

Purchases
Sales

(4) (4)

Settlements (2) (2) 23 23

TransfersintoLevel3 (1) (1) (1) (1)

Transfers Out of Level 3 (5)

______________ _______________

(5) 1

______________ _______________

1

Balance at end of period $ 26 $ 19

_____________

$ 45 S 26 S 19

_____________

S 45

(a) “Energy Connnodities, net” are included in” Qualifying derivatives” and “Auction Rate Securities are included “Available-for-sale securities” on the Statements of

Comprehensive Income.

The significant unobservable inputs used in the fair value measurement of assets and liabilities classified as Level 3 at September 30, 2012 are

follows:

Quantitative Information about Level 3 Fair Value Measurements

(1)
6 2

6
2

(1)
2
5
2

Fair Value, net
Asset

(Liability)
‘aluation
Technique

PPL
Energy commodities

Retail natural gas sales contracts (b)

FTRS(c)

Auction rate Securities (d)

Cross-currency swaps (e)

PPL Energy Supply
Energy commodities

Retail natural gas sales contracts (b)

FIRs (c)

Auction rate securities (d)

Range
(‘Weighted

Average) (a)

22 Discounted cash flow

3 Discounted cash flow

16 Discounted cash flow

2 Discounted cash flow

22 Discounted cash flow

3 Discounted cash flow

13 Discounted cash flow

21% - 100% (88%)

100% (100%)

53% - 75% (64%)

25% - 78% (45%)

21%- I00%(88%)

100% (100%)

58% - 75% (65%)
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(d) Auction rate securities have a weighted average contractual maturity of 23 years. The model used to calculate fair value incorporates an assumption that the auctions will
continue to fail. As the modeled forward rates of the SWMA Index increase/(decrease), the fair value of the securities increases/(decreases).

(e) Cross-currency swaps extend through 2021. The credit valuation adjustment incorporates projected probabilities of default and estimated recovery rates. As the credit
valuation adjustment increases/(decreases), the fair value of the swaps (decreases)/increases,

icet gains and losses on assets and liabilities classified as Level 3 and included in earnings for the periods ended September 30 are reported in
the Statements of Income as follows:

Three Months
Cross-Currency

Energy Commodities, net Swaps

Unregulated Retail Wholesale Energy Net Energy Energy
Electric and Gas Marketing Trading Margins Purchases Interest Expense

2012 2011 2012 2011 2012 2011 2012 2011 2012 2011

PPL
Total gains (losses) included in earnings $ (3) $ 6 $ (4) $ (1) S (8) $ 1 $ (2)
Change in unrealized gains (losses) relating

to positions still held at the reporting date (2) 3 (1) 2 1 $ 1

PPL Encry Supply
Total gains (losses) included in earnings $ (3) S 6 $ (4) $ (1) $ (8) $ 1 $ (2)
Change in unrealized gains (losses) relating

to positions still held at the reporting date (2) 3 (1) 2 1 $ 1

Nine Months
Cross-Currency

Energy Commodities, net Swaps

Unregulated Retail Wholesale Energy Net Energy Energy
Electric and Gas Marketing Trading Margins Purchases Interest Expense

2012 2011 2012 2011 2012 2011 2012 2011 2012 2011

PPL
Total gains (losses) included in earnings $ 16 $ 11 $ (7) $ (5) $ (9) $ (2) $ (1) $ (2) $ (1)
Change in unrealized gains (losses) relating

to positions still held at the reporting date 29 6 (6) 2 1 1 20

“PL Energy Supply
btal gains (losses) included in earnings $ 16 $ 11 $ (7) S (5) S (9) $ (2) $ (I) $ (2)

Change in unrealized gains (losses) relating
to positions still held at the reporting date 29 6 (6) 2 1 1 20

Price Risk Management Assets/Liabilities - Energy Commodities (PPL and PPL Energy Supply,)

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. Level 2 contracts are valued using quotes obtained from an exchange (where there is
insufficient market liquidity to warrant inclusion in Level 1), binding and non-binding broker quotes, prices posted by ISOs or published tariff
rates. furthermore, independent quotes are obtained from the market to validate the forward price curves. These contracts include forwards,
swaps, options and structured transactions 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 contracts may be valued using models, including standard option valuation models
and standard industry models. For example, the fair value of a full-requirement sales contract that delivers power to an illiquid delivery point
may be measured by valuing the nearest liquid trading point plus the value of the basis between the two points. The basis input may be from
market quotes or historical prices.

“When unobservable inputs are significant to the fair value measurement, a contract is classified as Level 3. The fair value of contracts
classified as Level 3 has been calculated using PPL proprietary models which include significant unobservable inputs such as delivery at a
location where pricing is unobservable, assumptions for customer migration or delivery dates that are beyond the dates for which independent
quotes are available. forward transactions, including forward transactions classified as Level 3, are analyzed by PPL’s Risk Management
department, which reports to the Chief financial Officer (CFO). Accounting personnel, who also report to the Cf0, interpret the analysis
quarterly to appropriately classi1’ the forward transactions in the fair value hierarchy. Valuation techniques are evaluated
pet-iodically. Additionally, Level 2 and Level 3 fair value measurements include adjustments for credit risk based on PPL’s own
creditworthiness (for net liabilities) and its counterparties’ creditworthiness (for net assets). PPL’s credit department assesses all reasonably
available market information which is used by accounting personnel to calculate the credit valuation adjustment.
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In certain instances, energy commodity contracts are transferred between Level 2 and Level 3. The primary reasons for the transfers during

2012 and 2011 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 models

(‘observable inputs are replaced with observable market information.

Price Risk Management Assets/Liabilities - Interest Rate $waps/Forein Currency Contracts/Cross-Currency Swaps (PPL, LKE and LG&E)

To manage interest rate risk, PPL, LKE and LG&E use interest rate contracts such as forward-starting swaps, floating-to-fixed swaps and

fixed-to-floating swaps. To manage foreign currency exchange risk, PPL uses foreign currency contracts such as forwards, options and cross-

currency swaps that contain characteristics of both interest rate and foreign currency contracts. An income approach is used 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, market information cannot practicably be obtained to value credit risk and therefore internal models are relied

upon. These models use projected probabilities of default and estimated recovery rates based on historical observances. When the credit

valuation adjustment is significant to the overall valuation, the contracts are classified as Level 3. The primary reason for the transfers during

2012 and 2011 was the change in the significance of the credit valuation adjustment. Cross-currency swaps classified as Level 3 are valued by

PPLs Corporate finance department, which reports to the Cf0. Accounting personnel, who also report to the Cf0, interpret the analysis

quarterly to appropriately classif’ the contracts in the fair value hierarchy. Valuation techniques are evaluated periodically.

(PPL and PPL Energy Stipply,)

NDT Funds

The market approach is used to measure the fair value of equity securities held in the NDT funds.

• 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 Total Market Index.

• Investments in commingled equity funds are classified as Level 2 and represent securities that track the S&P 500 index, Dow Jones U.S.

Total Stock Market Index and the Dow Jones U.S. Completion Total Stock Market Index. These fair value measurements ate based on

firm quotes of net asset values per share, which are not obtained from a quoted price in an active market.

)ebt securities are generally measured using a market approach, including the use of matrix pricing. Common inputs include reported trades.

oroker/dealer bidlask 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 September 30, 2012 have a weighted-average coupon of 4.19% and a weighted-average maturity

of 8.3 years.

Auction Rate Securities

Auction rate securities include federal family Education Loan Program guaranteed student loan revenue bonds, as well as various municipal

bond issues. The exposure to realize losses on these securities is not significant.

The fair value of auction rate securities is estimated using an income approach that includes readily observable inputs, such as principal

payments and discount curves for bonds with credit ratings and maturities similar to the securities, and unobservable inputs, such as future

interest rates that are estimated based on the SIFMA Index, creditworthiness, and liquidity assumptions driven by the impact of auction

failures. When the present value of future interest payments is significant to the overall valuation, the auction rate securities are classified as

Level 3. The primary reason for the transfer out of Level 3 in 2012 was the change in the significance of the present value of future interest

payments as maturity dates approach.

Auction rate securities are valued by PPLs Treasury department, which reports to the Cf0. Accounting personnel, who also report to the

Cf0, interpret the analysis quarterly to appropriately classify the contracts in the fair value hierarchy. Valuation techniques are evaluated

periodically.
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Financial Instruments Not Recorded at Fair Value (PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

e carrying amounts of contract adjustment payments related to the Purchase Contract component of the Equity Units and long-term debt on

e Balance Sheets and their estimated fair values are set forth below. The fair values of these instruments were estimated using an income

dpproach by discounting future cash flows at estimated current cost of funding rates, which incorporate the credit risk of the Registrants. These

instruments are classified as Level 2. The effect of third-party credit enhancements is not included in the fair value measurement.

September30, 2012 December 31, 2011

Carrying Carrying
Amount Fair Value Amount Fair Value

PPL
Contractadjusimentpayments(a) $ 128 $ 116 $ 198 $ 198

Long-term debt (b) 19,024 21,091 17,993 19,392

PPL Ener2y Supply
Long-term debt (b) 3,275 3,691 3,024 3,397

PPL Electric
Long-term debt 1,967 2,252 1,718 2,012

LKE
Long-term debt 4,074 4,385 4,073 4,306

LG&E
Long-termdebt 1,112 1,172 1,112 1,164

KU
Long-term debt 1,842 2,021 1,842 2,000

(a) Reflected ft’ Other current liabilities” and “Other deferred credits and noncurrent liabilities” on the Balance Sheets.

(b) includes “Long-term Debt” and “Long-term debt due within one year” on the Balance Sheets.

The carrying value of short-term debt (including notes between affiliates), when outstanding, represents or approximates fair value due to the

variable interest rates associated with the fmancial instruments and is classified as Level 2. The carrying value of held-to-maturity, short-term

investments at December 31, 2011 approximated fair value due to the liquid nature and short-term duration of these instruments.

Credit Concentration Associated with Financial Instruments

(PPL, PPL Energy Szpplj PPL Electric, LKE, LG&E and KU)

I ‘)ontracts are entered into with many entities for the purchase and sale of energy. Many of these contracts qualify for NPNS and, as such, the

,‘air value of these contracts is not reflected in the fmancial 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 to manage credit risk, including

master netting arrangements and collateral requirements.

(FPL)

At September 30, 2012, PPL had credit exposure of $2.1 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 $657 million. The top ten counterparties

accounted for $345 million, or 52%, of the net exposure and all had investment grade credit ratings from S&P or Moody’s.

(FPL Energy Suppft)

At September 30, 2012, PPL Energy Supply had credit exposure of $2.1 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 $656 miflion. The top ten counterparties accounted for $345 million, or 53%, of the net exposure and all had investment grade

credit ratings from S&P or Moody’s. See Note 11 for information regarding the related party credit exposure.

(PPL Electric)

At September 30. 2012. PPL Electric had no credit exposure under energy supply contracts (including its supply contracts with PPL

EneigyPlus).
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(LKE, LG&E and KU)

t September 30, 2012, LIKEs, LG&E’s and KU’s credit exposure was not significant.

.L4. Derivative Instruments and Hedging Activities

Risk Management Objectives

(PPL, PJ’L Energt Supply, FPL Electric, LKE, LG&E and KU)

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.

Market Risk

Market risk is the potential loss that may be incurred as a result of price changes associated with a particular fmancial or commodity

instrument. forward contracts, futures contracts, options, swaps and structured transactions, such as tolling agreements, are utilized as part of

risk management strategies to minimize unanticipated fluctuations in earnings caused by changes in commodity prices, volumes of full-

requirement sales contracts, basis exposure, interest rates and/or foreign currency exchange rates. Many of the contracts meet the definition of

a derivative. All derivatives are recognized on the Balance Sheets at their fair value, unless they qualify for NPNS.

The table below sunimarizes the market risks that affect PPL and its subsidiaries.

PPL PPL
PPL Energy Supply Electric LICE LG&E KU

Commodity price risk (including basis and
volumetric risk) X X M M M M

Interest rate risk:
Debt issuances X X M M M M. Defmedbenefitplans X X M M lvi M

NDT securities X X

uity securities price risk:
Defused benefit plans X X M M M M

NDT securities X X

future stock transactions X

Foreign currency risk - WPD investment X

X = P?L and PPL Energy Supply actively mitigate market risks through their risk management progranss described above.

M = The regulatory environments for PPL’s regulated entities, by defmition, significantly mitigate market risk.

Commodity price risk

• PPL Energy Supply is exposed to 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 and gas 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;

• PPL Electric is exposed to market and volumetric risks from its obligation as PLR; however, its PUC-approved cost recovery mechanism

substantially eliminates its exposure to market risk. PPL Electric also mitigates its exposure to volumetric risk by entering into full-

requirement supply agreements to serve its PLR customers. These supply agreements transfer the volumetric risk associated with the PLR

obligation to the energy suppliers; and
• LG&E’s and KU’s rates include certain mechanisms for fuel, gas supply and environmental expenses. These mechanisms generally

provide for timely recovery of market price and volumetric fluctuations associated with these expenses.

Interest rate risk

• PPL and its subsidiaries are exposed to interest rate risk associated with forecasted fixed-rate and existing floating-rate debt

issuances. WPD holds over-the-counter cross currency swaps to limit exposure to market fluctuations on interest and principal payments

from foreign currency exchange rates. LG&E utilizes over-the-counter interest rate swaps to limit exposure to market fluctuations on

floating-rate debt.
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• PPL and its subsidiaries are exposed to interest rate risk associated with debt securities held by defined benefit plans. Additionally, PPL

Energy Supply is exposed to interest rate risk associated with debt securities held by the NDT.

•uitY
securities price risk

• PPL and its subsidiaries are exposed to equity securities price risk associated with equity securities held by defined benefit

plans. Additionally, PPL Energy Supply is exposed to equity securities price risk in the NDT funds.

• PPL is exposed to equity securities price risk from future stock sales and/or purchases.

Foreign currency risk

• PPL is exposed to foreign currency exchange risk primarily associated with its investments in U.K. affiliates.

Credit Risk

Credit risk is the potential loss that may be incurred 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, as well as additional credit risk

through certain of its subsidiaries, as discussed below.

PPL Energy Supply is exposed to credit risk from commodity derivatives with its energy trading partners, which include other energy

companies, fuel suppliers and financial institutions.

LKE and LG&E are exposed to credit risk from interest rate derivatives with financial institutions.

The majority of credit risk stems from 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 or better prices as those under the defaulted contracts, PPL Energy Supply would incur fmancial 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

4 ‘-pntracts. In the event a supplier of LKE (through its subsidiaries LG&E and KU) or PPL Electric defaults on its obligation, those entities

)ould 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, thus mitigating this risk for these entities.

PPL and its subsidiaries have credit policies in place to manage 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 additional credit assurance, in certain

circumstances, in the event that the counteiparties’ credit ratings fall below investment grade or their exposures exceed an established credit

limit. See Note 13 for credit concentration associated with energy trading partners.

Master Netting Arrangements

Net derivative positions are not offset against the right to reclaim cash collateral (a receivable) or the obligation to return cash collateral (a

payable) under master netting arrangements.

PPL’s and PPL Energy Supply’s obligation to return counteiparty cash collateral under master netting arrangements was $160 million and $147

million at September 30, 2012 and December 31, 2011.

PPL Electric, LKE and LG&E had no obligation to return cash collateral under master netting arrangements at September 30, 2012 and

December 31, 2011.

PPL, LKE and LG&E had posted cash collateral under master netting arrangements of $32 million and $29 million at September 30, 2012 and

December31, 2011.

PPL Energy Supply and PPL Electric had not posted any cash collateral under master netting arrangements at September 30, 2012 and

December 31, 2011.

88



(PPL and PPL Energy Supply)

Commodity Price Risk (Non-trading)

omrnodity price risk, including basis and volumetric risk, is among PPUs 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, transportationltransmission 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 fmancial and physical derivative contracts, including forwards, futures, swaps and options, to hedge the

price risk associated with electricity, natural gas, oil and other commodities. Certain contracts quali’ for NPNS or are non-derivatives and are

therefore not reflected in the fmancial statements until delivery. PPL and PPL Energy Supply segregate their remaining non-trading activities

into two categories: cash flow hedges and economic activity, as discussed below.

Cash Flow Hedges

Certain derivative contracts have qualified for hedge accounting so that the effective portion of a derivative’s gain or loss is deferred in AOCI

and reclassified into earnings when the forecasted transaction occurs. The cash flow hedges that existed at September 30, 2012 range in

maturity through 2016. At September 30, 2012, the accumulated net unrecognized after-tax gains (losses) that are expected to be reclassified

into earnings during the next 12 months were $199 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 AOCI are reclassified into earnings once it is determined that the hedge transaction is probable of not occurring. For the

three and nine months ended September 30, 2012 and 2011, such reclassifications were insignificant.

for the three and nine months ended September 30, 2012, hedge ineffectiveness associated with energy derivatives was insignificant. for the

three and nine months ended September 30, 2011, hedge ineffectiveness associated with energy derivatives resulted in after-tax gains (losses)

of $(3) million and $(17) million.

Certain cash flow hedge positions were dedesignated during the nine months ended September 30, 2012. The fair value of the hedges at

December 31, 2011 remained in AOCI because the original forecasted transaction is still expected to occur. Pre-tax gains (losses) of $40

illion. representing the change in fair value of the remaining positions during the nine months ended September 30, 2012. were recorded in

olesale energy marketing unrealized economic activity” on the Statement of Income.

Economic Activity

Many derivative contracts economically hedge the commodity price risk associated with electricity, natural gas, oil and other commodities but

do not receive hedge accounting treatment. These derivatives hedge a portion of the economic value of 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 September 30, 2012 range in maturity through 2019.

Examples of economic activity include hedges on sales of baseload generation, dedesignations as discussed in “Cash Flow Hedges” above,

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 electric and natural 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 both call and put options tied to a particular generating

unit. Since the physical generating capacity is owned, price exposure is generally limited to the cost of the generating unit and does not expose

PPL Energy Supply to uncovered market price risk.

Unrealized activity associated with monetizing certain full-requirement sales contracts was also included in economic activity during the three

and nine months ended September 30, 2012 and 2011.
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The net fair value of economic positions at September 30, 2012 and December 31, 2011 was a net asset (liability) of $491 million and $(63)

million for PPL Energy Supply. The unrealized gains (losses) for economic activity for the periods ended September 30 were as follows.

Three Months Nine Months

2012 2011 2012 2011

PPL Energy Supply
Operating Revenues

Unregulated retail electric and gas S (13) $ 4 $ (15) S 9

Wholesale energy marketing (716) 216 (322) 229

Operating Expenses
Fuel 3 (2$) (11) (16)

Energy purchases 569 (176) 420 (49)

The net gains (losses) recorded in “Wholesale energy marketing” resulted primarily from hedges of baseload generation, from certain full-
requirement sales contracts for which PPL Energy Supply did not elect NPNS, from hedge ineffectiveness and from dedesignations, as

discussed in “Cash Flow Hedges” above, and from the monetization of certain full-requirement sales contracts in 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, and from purchase contracts that no longer hedge the

full-requirement sales contracts that were monetized in 2010.

Commodity 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.

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 competitive baseload generation, optimization of competitive intermediate and peaking generation,

marketing activities, and proprietary 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.

fCometitiveBaseloadGeneration

PPL Energy Supply has a formal hedging program for its competitive baseload generation fleet, which includes 7,252 MW (summer rating) 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. The

following table presents the expected sales, in GWh, from competitive baseload generation and power purchase agreements that are included in

the baseload portfolio based on current forecasted assumptions for 2012-2014.

2012(a) 2013 2014

12,928 49,593 50,401

(a) Represents expected sales for the balance of the current year.

The following table presents the percentage of expected competitive 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 September 30, 2012.
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Derivative Total Power Fuel Purchases (c)

y1.
Sales (a) Sales (b) Coal Nuclear

12(d) 93% 100% 105% 100%

2013 88% 95% 97% 100%

2014(e) 50% 55% 77% 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) Amount represents derivative (including contracts that qualify for NPNS) 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.

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

(d) Represents the balance of the current year.
(e) Volumes for derivative sales contracta that deliver in future periods total 2,710 GWh and 4.0 Bcf

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. PPL Energy Supply has also entered into contracts to

fmancially hedge the physical sale of oil. The following table presents the net volumes, in thousands of barrels (bbls), of derivative

(sales)/purchase contracts and contracts that qualify for NPNS used in support of these strategies at September 30, 2012.

2012 (a) 2013 2014

Oil Swaps (b)
(20) 34 240

(a) Represents the balance of the current year.

(b) Net volumes that deliver in future periods are 480 bbls.

Optimization of Competitive 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 3.256 MW (summer rating) of natural gas and oil-fired generation. The following table presents

the net volumes of derivative (sales)/purchase contracts used in support of this strategy at September 30, 2012.

Units 2012 (a) 2013

etPower Sales (b) GWh (919) (610)

Net Fuel Purchases (b) (c) Bcf 11.8 5.9

(a) Represents the balance of the current year.

(b) Volumes for derivative contracts used in support of these strategies that deliver in future periods are insignificant.

(c) Included in these volumes are non-options and exercised option contracts that converted to non-option derivative contracts. Volumes associated with option contracts are

insignificant.

Marketing Activities

PPL Energy Supply’s marketing portfolio is comprised of full-requirement sales contracts and their related supply contracts, retail natural gas

and electricity sales contracts and other marketing activities. 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. The following table

presents the volume of(sales)/purchase contracts, excluding fTRs, RECs, basis and capacity contracts, used in support of these activities at

September 30, 2012.
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Units 2012 (a) 2013 2014

ergy

sales contracts (b) GWh (5,426) (10,960) (5,052)

,Jated energy supply Contracts
Energy purchases (b) GWh 3,766 6,725 2,480

Volumetric hedges (c) GWh 161 382 72

Generation supply (b) GWh 840 2,986 1,857

Retail natural gas sales contracts Bcf (4.8) (11.3) (2.7)

Retail natural gas purchase contracts Bcf 4.7 71.2 2.7

(a) Represents the balance of the current year.

(b) Includes contracts that are not derivatives andlor contracts that are NPNS, which receive accrual accounting.

(c) PPL Energy Supply uses power and gas options, swaps and futures to hedge the volumetric risk associated with 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.

Proprietary Trading Activity

At September 30, 2012, PPL Energy Supply’s proprietary trading positions, excluding FIR, basis and capacity contract activity that are

included in the tables below, were insignificant.

Other Energy-Related Positions

FTRs 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 following

table represents the net volumes of derivative FIR and basis (sales)/purchase contracts at September 30, 2012.

Units 2012 (a) 2013 2014

FURs (b) GWh 13,843 21,078 2,727

Power Basis Positions (c) GWh (3,854) (8,278) (2,628)

Gas Basis Positions (d) Bcf 2.2 (5.0) (3.9)

c ‘\ Represents the balance of the current year.

)) Net volumes that deliver in future periods are 1,062 GWh.

(c) Net volumes that deliver in future periods are (677) GWh.
(d) Net volumes that deliver in future periods are (5.7) 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. PPL

Energy Supply also buys and sells capacity for proprietary trading purposes. The following table presents the net volumes of derivative

capacity (sales)/purchase contracts at September 30, 2012.

Units 2012 (a) 2013 2014

Capacity (b) MW-months (3,098) (5,446) (2,078)

(a) Represents the balance of the current year.
(b) Net volumes that deliver in future periods are 989 MW-months.

Interest Rate Risk

(PPL, PPL Energy Szqjply, LKE and LG&E)

PPL and its subsidiaries issue debt to finance their operations, which exposes them to interest rate risk, Various financial derivative

instruments are utilized to adjust the mix of fixed and floating interest rates in their debt portfolio, adjust the duration of the debt portfolio and

lock in benchmark interest rates in anticipation of future financing, when appropriate. Risk limits under PPL’s risk management program are

designed to balance risk exposure to volatility in interest expense and changes in the fair value of the debt portfolio due to changes in

benchmark interest rates.
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Cash Flow Hedges (PPL)

nterest rate risks include exposure to adverse interest rate movements for outstanding variable rate debt and for future anticipated

ancings. Financial interest rate swap contracts may be entered into to hedge floating interest rate risk associated with both existing and

4hticipated debt issuances. Outstanding interest rate swap contracts range in maturity through 2024 and had a notional amount of $6 1$ million.

This amount includes £200 million (approximately $318 million based on spot rates) at WPD.

PPL holds a notional position in cross-currency interest rate swaps totaling $1.3 billion that range in maturity through 202$ to hedge the

interest payments and principal of WPD’s U.S. dollar-denominated senior notes.

For the three and nine months ended September 30, 2012, hedge ineffectiveness associated with interest rate derivatives was insignificant. for

the three and nine months ended September 30, 2011, hedge ineffectiveness associated with interest rate derivatives was insignificant and an

after-tax gain (loss) of $(9) million, which included a gain (loss) of $(4) million attributable to certain interest rate swaps that failed hedge

effectiveness testing during the second quarter of 2011.

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 period and any amounts previously recorded in AOCI are reclassified into earnings once it is determined that the hedged

transaction is probable of not occurring. PPL had no such reclassifications for the three and nine months ended September 30, 2012 and 2011.

At September 30, 2012. the accumulated net unrecognized after-tax gains (losses) on qualifying derivatives that are expected to be reclassified

into earnings during the next 12 months were $(l3) million. Amounts are reclassified as the hedged interest payments are made.

Fair Value Hedges (PPL)

PPL is exposed to changes in the fair value of its debt portfolios. To manage this risk, financial contracts may be entered into to hedge

fluctuations in the fair value of existing debt issuances due to changes in benchmark interest rates. In July 2012, contracts ranged in maturity

through 2047 and had a notional value of $99 million were canceled without penalties by the counterparties. PPL did not hold any such

contracts at September 30, 2012. PPL did not recognize 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 or from hedges of debt issuances that no longer

qualified as fair value hedges for the three and nine months ended September 30, 2012 and 2011.

I4n
July 2011, PPL Electric redeemed $400 million of 7.125% Senior Secured Bonds due 2013. As a result of this redemption, PPL recorded a

‘)in (loss) of $22 million, or $14 million afler-tax, for the three and nine months ended September 30, 2011 in ‘Other Income (Expense) - net”

—n the Statement of Income as a result of accelerated amortization of the fair value adjustments to the debt in connection with previously settled

fair value hedges.

Economic Activity (PPL, LKE and LG&E)

LG&E enters into interest rate swap contracts that economically hedge interest payments on variable rate debt. Because realized gains and

losses from the swaps, including a terminated swap contract, are recoverable through regulated rates, any subsequent changes in fair value of

these derivatives are included in regulatory assets or liabilities until they are realized as interest expense. Realized gains and losses are

recognized in “interest Expense” on the Statements of Income when the hedged transaction occurs. At September 30, 2012, LG&E held

contracts with a notional amount of$179 million that range in maturity through 2033. The fair values of these contracts were recorded as

liabilities of $62 million and $60 million at September 30, 2012 and December 31, 2011 with equal offsetting amounts recorded as regulatory

assets.
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Foreign Currency Risk (PPL)

PL is exposed to foreign currency risk, primarily through investments in U.K. affiliates. PPL has adopted a foreign currency risk management

ogram designed to hedge certain foreign currency exposures, including net investments, firm commitments, recognized assets or liabilities

.nd anticipated transactions. In addition, PPL enters into fmancial instruments to protect against foreign currency translation risk of expected

earnings.

Net Investment Hedges

PPL enters into foreign currency contracts on behalf ofa subsidiary to protect the value of a portion of its net investment in WPD. The

contracts outstanding at September 30, 2012 had a notional amount of163 million (approximately $263 million based on contracted

rates). The settlement dates of these contracts range from December 2012 through November 2013. The net fair value of these contracts at

September 30, 2012 was insignificant and at December 31, 2011 was an asset (liability) of $7 million.

Additionally, a PPL Global subsidiary that has a U.S. dollar functional currency entered into a GBP intercompany loan payable with a PPL

WEM subsidiary that has a GBP functional currency. The loan qualifies as a net investment hedge for the PPL Global subsidiary. As such, the

foreign currency gains and losses on the intercompany loan for the PPL Global subsidiary are recorded to the foreign currency translation

adjustment component of AOCI. At September 30, 2012, the intercompany loan outstanding was £62 million (approximately $100 million

based on spot rates).

For the three and nine months ended September 30, 2012 and 2011, PPL recognized insignificant amounts of activity in the foreign currency

translation adjustment component of AOCI. At September 30. 2012, PPL included $15 million of accumulated net investment hedge gains

(losses), after-tax, in the foreign currency translation adjustment component of AOCI, compared to $19 million of gains (losses), after-tax,

recorded by PPL at December 31, 2011.

Cash Flow Hedges

PPL held no foreign currency derivatives that qualified as cash flow hedges during the three and nine months ended September 30, 2012 and

2011.

Fair Value Hedges

held no foreign currency derivatives that qualified as fair value hedges during the three and nine months ended September 30, 2012 and

0l1.

Economic Activity

PPL enters into foreign currency contracts on behalf of a subsidiaiy to economically hedge GBP-denominated anticipated earnings. At

September 30, 2012, the total exposure hedged by PPL was approximately £1.2 billion (approximately $1.9 billion based on contracted rates)

and the net fair value of these positions was an asset (liability) of $(35) million. These contracts had termination dates ranging from October

2012 through November 2014. Realized and unrealized gains (losses) on these contracts are included in ‘Other Income (Expense) - net on the

Statements of Income and were $(47) million and $(40) million for the three and nine months ended September 30, 2012. At December 31,

2011, the total exposure hedged by PPL was £288 million and the net fair value of these positions was an asset (liability) of$ll

million. Realized and unrealized gains (losses) were $11 million for the three and nine months ended September 30, 2011.

In anticipation of the repayment of a portion of the borrowings under the 2011 Bridge Facility with U.S. dollar proceeds received from PPL’s

April 2011 issuance of common stock and 2011 Equity Units and the issuance of senior notes by PPL WEM, PPL entered into forward

contracts to purchase GBP to economically hedge the foreign currency exchange rate risk related to the repayment. These contracts were

settled in April 2011. Realized and unrealized gains (losses) on these contracts are included in “Other Income (Expense) - net” on the

Statement of Income. PPL recorded insignificant losses and $55 million of pre-tax, net gains (losses) for the three and nine months ended

September 30, 2011.
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Accounting and Reporting

,çPPL PPL Energy Stpply, PPL Electric, LKE, LG&E and KU)

All derivative instruments are recorded at fair value on the Balance Sheet as an asset or liability unless they qualify for NPNS. NPNS contracts
for PPL and PPL Energy Supply include full-requirement sales contracts, other physical purchase and sales contracts and certain retail energy
and physical capacity contracts, and for PPL Electric include certain full-requirement purchase contracts and other physical purchase
contracts. Changes in the fair value of derivatives not designated as NPNS are recognized currently in earnings unless specific hedge
accounting criteria are met, except for the change in fair value of LG&E’s interest rate swaps that are recognized as regulatory assets. See Note
6 for amounts recorded in regulatory assets at September 30, 2012 and December 31, 2011.

See Notes I and 19 in each Registrant’s 2011 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.

Derivatives designated as

____________________________
____________________________

hedging_instruments

____________________________

______________ ______________ ______________ ______________

Assets Liabilities

______________ ______________

Current:
Price Risk Management

Assets/Liabilities (b):
interest rate swaps 5
Cross-currency swaps
foreign currency

contracts 1 19
Commodity contracts

66 1 S 1,701 1,140

___________ ___________ ___________ ___________

Total current 67 20 1,701 1,164

____________ ____________ ____________ ____________

Noncurrent:
Price Risk Management

Assets/Liabilities (b):
interest rate swaps
Cross-currency swaps
Foreign currency

contracts
Commodity contracts

_____________ _____________ _____________ _____________ _____________ _____________ _____________ _____________

Total noncurrent

___________ ___________ ___________ ____________ ___________ ___________ ____________ ___________

Total derivatives

_____________ _____________ _____________ _____________ _____________ _____________ _____________ _____________

(a) $479 million and $237 million of net gains associated with derivatives that were no longer designated as hedging instruments are recorded in AOCI at September 30, 2012
and December 31, 2011.

(b) Represents the location on the Balance Sheet.

The after-tax balances of accumulated net gains (losses) (excluding net investment hedges) in AOCI were $231 million and $527 million at
September 30, 2012 and December 31, 2011. The after-tax balances of accumulated net gains (losses) (excluding net investment hedges) in
AOCI were $491 million and $695 million at September 30, 2011 and December 31, 2010.

The following tables present the pre-tax effect of derivative instruments recognized in income, OCI or regulatory assets for the periods ended
September 30, 2012.

Derivatives in Hedged Items in Location of Gain Gain (Loss) Recognized Gain (Loss) Recognized
F air Value Hedging Fair Value Hedging (Loss) Recognized in Income on Derivative in Income on Related Item

Relationships Relationships in Income TtLree Months Nine Months Three Months Nine Months

interest expense $ (1) $ 1 $

September 30, 2012
Derivatives designated as Derivatives not designated

hedging instruments as hedging instruments (a)
Assets Liabilities Assets Liabilities

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

Assets Liabilities

S 16 $ 5 $ 3 S 3 $
$ 1 2 2

7 $ 11
$72 3 1,655 1,557
$82 8 1,666 1,562

55
24

5 57
23

16
30 1 807 805 42 2 854 783
53 6 $07 878 66 2 854 838

$ 120 $ 26 $ 2,508 S 2,042 $ 948 5 10 S 2,520 S 2,100

interest rate swaps Fixed rate debt
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Three Months Nine Months

Net Investment Hedges:
Foreign currency contracts

Derivatives Not Designated as
Hedging Instruments:

Location of Gain (Loss) Recognized in
Income on Derivatives

Other income (expense) - net
Interest expense
Unregulated retail electric and gas
Wbolesale energy marketing
Net energy trading margins (a)
Fuel
Energy purchases

Total S

Location of Gain (Loss) Recognized as
Regulatory Liabilities/Assets

Interest rate swaps Regulatory assets - noncurrent

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

The following tables present the pre-tax effect of derivative instruments recognized in income or OCI for the periods ended September 30,

2011.

Derivatives in

Fair Value Hedging
Relationslsips

Hedged Items in

Fair Value Hedging
Relationships

Location of Gain

(Loss) Recognized
in Income

Gain (Loss) Recognized
in Income on Derivative

Three Months Nine Months

Gain (Loss) Recognized
in Income on Related Item

Three Months Nine Months

Derivative Gain Location of

(Loss) Recognized in Gain (Loss)

Derivative OCI (Effective Portion) Recognized

Relationships Three Months Nine Months in Income

$
Cash Flow Hedges:

Interest rate swaps

Cross-currency swaps

Commodity contracts

Total

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

from AOCI Amount into Amount

into Income Excluded from Income Excluded from

(Effective Effectiveness (Effective Effectiveness

Portion) Testine) Portion) Testig)_

(6) $

(49)

(2$) Interest expense
Other income

(expense) - net
(3) Interest expense

Other income
(expense) - net

99 Wholesale energy
marketing

Depreciation
Energy purchases

$ (4)

(40)

174

(20)

$ 112$ (55) $ 68

$ (4) $ (5)

$ (13)

(I)

(12)

673 $
2

$ 1 (105)

$ 1 $ 545

(1)

(2)

$ (3)

Foreign currency contracts
Interest rate swaps
Commodity contracts

Derivatives Not Designated as
Hedging Instruments:

Three Months Nine Months

$ (47) $ (40)
(2) (4)
(3) 20

(476) 900
(10) 12

6
364 (717)

(16$) $ 171

Three Months Nine Months

Interest rate swaps

$ (9) $ (3)

Fixed rate debt Interest expense $ 2 $ 5 $ 23

Other income
(expense) - net 22 22
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Three Months Nine Months

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 Cain (Loss) into Income Excluded from Income Excluded from

Derivative OCI (Effective Portion) Recognized (Effective Effectiveness (Effective Effectiveness

Relationships Three Months Nine Months in income Portion) Testing) Portion) Testing)

Cash How Hedges:
Interest rate swaps $ (52) $ (51) Interest expense S (4) S (10) $ (13)

Cross-currency swaps 46 13 Interest expense 3

Other income
(expense) - net 32 49

Commodity contracts 66 116 Wholesale energy
marketing 163 $ (9) 530 (31)

Fuel 1 1

Depreciation 1 1

______________ ______________

Energy purchases (42) (159) 1

Total $ 60 $ 78 5 151 $ (9) 5 415 $ (43)

Net Investment Hedges:
Foreign currency contracts $ 5 $ 4

Derivatives Not Designated as Location of Cain (Loss) Recognized in

Hedging Instruments: Income on Derivatives Three Months Nine Months

foreign currency contracts Other income (expense) - net $ 11 $ 66

Interest Tate swaps Interest expense (2) (6)

Commodity contracts Utility 1 (2)

Unregulated retail electric and gas 6 11

Wholesale energy marketing 193 167

Net energy trading margins (a) (2) 9

Fuel (27) (12)

Energy purchases (192) (156)

Total $ (12) $ 77

Derivatives Not Designated as Location of Cain (Loss) Recognized as

fledging Instruments: Regulatory Liabilities/Assets Three Months Nine Months

Interest rate swaps Regulatory assets S (22) S (23)

(a) 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,

(PPL Energy Supply)

The following table presents the fair value and location of derivative instruments recorded on the Balance Sheets.

September 30, 2012 December 31, 2011

Derivatives designated as Derivatives not designated Derivatives designated as Derivatives not designated

hedging instruments as hedging instruments (a) hedging instruments hedging instruments (a)

Assets Liabilities Assets Liabilities Assets Liabilities Assets Liabilities

Current:
Price Risk Management

Assets/Liabilities (b):

Commodity contracts S 66 S I $ 1.701 S 1,140 S 872 S 3 $ 1,655 S 1.557

Total current 66 1 1,701 1,140 872 3 1,655 1,557

Noncurrent:
Price Risk Management

Assets/Liabilities (b):

Commodity contracts 30 1 807 805 42 2 854 783

Total noncurrent 30 1 807 805 42 2 854 783

Total derivatives $ 96 $ 2 $ 2.508 $ 1,945 $ 914 $ 5 $ 2,509 S 2,340

(a) $479 million and $237 million of net gains associated with derivatives that were no longer designated as hedging instmments are recorded in AOCI at September 30, 2012

and December 31, 2011.
(b) Represents the location on the balance sheet.
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The after-tax balances of accumulated net gains (losses) (excluding net investment hedges) in AOCI were $312 million and $605 million at

September 30, 2012 and December 31, 2011. The after-tax balances of accumulated net gains (losses) (excluding net investment hedges) in

OCT were $539 million and $733 million at September 30, 2011 and December 31, 2010. At September 30, 2011, AOCI reflects the effect of

L Energy Supply’s January 2011 distribution of its membership interest in PPL Global to its parent, PPL Energy funding.

The following tables present the pre-tax effect of derivative instruments recognized in income or OCI for the nine months ended September 30,

2012.

Three Months Nine Months

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 Three Months Nine Months in Income Portion) Testing) Portion) Testing)

‘Wholesale energy

Commodity contracts $ 99 marketing $ 174 $ 673 S (1)

Depreciation 1

_________________

Energy purchases (20) $ 1 (105) (2)

Total $ 99 $ 154 $ I $ 569 $ (3)

Derivatives Not Designated as Location of Gain (Loss) Recognized in

fledging Instruments: Income on Derivatives Three Months Nine Months

Commodity contracts Unregulated retail electric and gas $ (3) $ 20

Wholesale energy marketing (476) 900

Net energy trading margins (a) (10) 12

Fuel 6

Energy purchases 364 (717)

Total 5 (119) $ 215

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.

The following tables present the pre-tax effect of derivative instruments recognized in income or OCI for the periods ended September 30,

2011.

Derivatives in Hedged Items in Location of Gain Gain (Loss) Recognized Gain (Loss) Recognized

fair Value Hedging fair Value Hedging (Loss) Recognized ifl Income on Derivative in income on Related Item

Relationships Relationships in income Three Months Nine Months Three Months Nine Months

Interest rate swaps fixed rate debt Interest expense S

Three Months Nine Months

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 Three Months Nine Months in income Portion) Testing) Portion) Testing)

Cash flow Hedges:
Wholesale energy

Commoditycontracts $ 66 $ 116 marketing $ 163 $ (9) $ 530 $ (31)

Fuel 1 1

Depreciation 1 1

________________ ________________

Energy purchases (42) (159)

________________

Total $ 66 $ 116 $ 123 $ (9) 5 373 $ (30)
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Derivatives Not Designated as Location ot Gain (Loss) Recognized in

Hedging Instruments: Income on Derivatives Three Months Nine Months

ommodity contracts Unregulated retail electric and gas $ 6 $ 11

Wholesale energy marketing 193 167

Net energy trading margins (a) (2) 9

Fuel (27) (12)

Energy purchases (192) (156)

Total S (22) $ 19

(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.

(LKE and LG&E)

The following table presents the fair value and location of derivative instruments recorded on the Balance Sheets.

September 30, 2012 December 31,2011

Derivatives designated as Derivatives not designated Derivatives designated as Derivatives not designated

hedging instruments as hedging instruments hedging instruments as hedging instruments

Assets Liabilities Assets Liabilities Assets Liabilities Assets Liabilities

Current:
Other Cm-rent

Assets/Liabilities (a):
Interest rate swaps

______________ ______________ ______________

S 5

______________ ______________ ______________

$

Total current

_____________ _____________ _____________

5 5

Noncurrent:
Price Risk Management

Assets/Liabilities (a):
Interest rate swaps

______________ ______________ ______________

57

______________ ______________ ______________ ______________

Total noncurrent

____________ ____________ ____________

57

____________ ____________ ____________

55

Total derivatives

_____________ _____________

$ 62 S 60

(a) Represents the location on the Balance Sheet.

The following tables present the pre-tax effect of derivative instruments recognized in income or regulatory assets for the periods ended

IyPtember
30, 2012.

Derivatives Not Designated as Location of Gain (Loss) Recognized in

Hedging Instruments: Income on Derivatives Three Months Nine Months

Interest rate swaps Interest expense $ (2) $ (6)

Derivatives Not Designated as Location of Gain (Loss) Recognized as

Hedging Instruments: Regulatory Liabilities/Assets Three Months Nine Months

Interest rate swaps Regulatory assets $ I $ (2)

The following tables present the pre-tax effect of derivative instruments recognized in income or regulatory assets for the periods ended

September 30. 2011.

Derivatives Not Designated as Location of Gain (Loss) Recognized in

Hedging Instruments: Income on Derivatives Three Months Nine Months

Interest rate swaps interest expense $ (2) $ (6)

Commodity contracts Operating revenues 1 (2)

Total $ (1) S (8)

Derivatives Not Designated as Location of Gain (Loss) Recognized as

Hedging Instruments: Regulatory Liabilities/Assets Three Months Nine Months

Interest rate swaps Regulatory assets S (22) $ (23)
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Credit Risk-Related Contingent Features (PPL, PPL Energy Supply, LKE and LG&E)

Certain derivative contracts contain credit risk-related contingent provisions which, when in a net liability position, would permit the

‘ unterparties to require the transfer of additional collateral upon a decrease in the credit ratings of PPL, PPL Energy Supply, LKE and LG&B,

certain of their subsidiaries. Most of these provisions would require the transfer of 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 on derivative instruments in net liability positions.

Additionally, certain derivative contracts contain credit risk-related contingent provisions that require “adequate assurance” of performance be

provided if the other party has reasonable grounds for insecurity regarding the performance of PPL’s 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 in;mediate payment or immediate and ongoing full collateralization for derivative instruments in net liability positions with

“adequate assurance” provisions.

At September 30, 2012, the effect of a decrease in credit ratings below investment grade on derivative contracts that contain credit contingent

features and were in a net liability position is summarized as follows:

PPL
PPL Energy Supply LICE LG&E

Aggregate fair value of derivative instruments in a net liability

position with credit contingentprovisions $ 225 S 127 $ 40 $ 40

Aggregate fair value of collateral posted on these derivative instruments 33 1 32 32

Aggregate fair value of additional collateral requirements in the event of

a credit downgrade below investment grade (a) 201 134 9 9

(a) Includes the effect of net receivables and payables already recorded on the Balance Sheet.

15. Goodwill

FL)

The change in the carrying amount of goodwill for the nine months ended September 30, 2012 was primarily due to the effect of foreign

currency exchange rates on the U.K. Regulated segment.

16. Asset Retirement Obligations

(PFL, FPL Energy Supply, LKE, LG&E and KU)

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

PPL
PPL Energy Supply IKE LG&E KU

BalanceatDecember3l,2011 $ 497 $ 359 $ 118 $ 57 $ 61

Accretion ex-pense 27 21 5 2 3

Obligations incurred 3 3

Changes in estimated cash flow or settlement date (7) (7)

Obligations tettled
(7) (5) (2) (2)

________________

Balance at September 30. 2012
$ 513 $ 371 $ 121 $ 57 $ 64

Substantially all of the ARO balances are classified as noncurrent at September 30, 2012 and December 31, 2011.

(PPL, LKE, LG&E and KU)

Accretion and depreciation expense recorded by LG&E and KU is offset with a regulatory credit on the income statement, such that there is no

net earnings impact.
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(PPL and PFL Energy Supply)

The most significant A..RO recorded by PPL and PPL Energy Supply relates to the decommissioning of the Susquehanna nuclear plant. The
(crued nuclear decommissioning obligation was $310 million and $292 million at September 30, 2012 and December 31, 2011.

Assets in the NOT funds are legally restricted for purposes of settling PPL’s and PPL Energy Supply’s ARO related to the decommissioning of
the PPL Susquehaima nuclear plant. The aggregate fair value of these assets was $711 million and $640 million at September 30, 2012 and
December 31, 2011, 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, PPL Energy Sz.pply, LKE and LG&E)

Certain short-term investments, securities held by the NOT funds and auction rate securities are classified as available-for-sale. Available-for-
sale securities are carried on the Balance Sheets 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.

(PPL and PPL Energy Supply)

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

PPL
NDT funds:

Cash and cash equivalents
Equity securities:

U.S. large-cap
U.S. mid/small-cap

Debt securities:
U.S. Treasury
U.S. government sponsored

agency
Municipality
Investment-grade corporate
Other

Receivables/payaNes, net
Total NUT funds

Auction rate securities

Total

September 30, 2012
Gross Gross

Amortized Unrealized Unrealized
Cost Gains Losses

$ 12

412 211 $
59 29

There were no securities with credit losses at September 30, 2012 and December 31, 2011.
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December 31, 2011
Gross Gross

Amortized Unrealized Unrealized
Fair Value Cost Gains Losses Fair Value

$ 12 $ 12

219 $ 193
30 29

85 10

8 1
79 5 $ 1
36 4

2
(I)

_________________ _________________

470 242

____________

20

_____________

1

$ 490 $ 242 $ 2

$ 12

76

9
80
35

2

454
25

$ 479

12

PPL Ener2y Supply
NUT funds:

Cash and cash equivalents
Equity securities:

U.S. large-cap
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U.S. Treasury
U.S. government sponsored

agency
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The following table shows the scheduled maturity dates of debt securities held at September 30, 2012.

Maturity Maturity Matunty Maturity

Less Than 1-5 5-10 in Excess

1 Year Years Years of 10 Years Total

PPL
Amortized cost $ 11 $ 81 $ 61 $ 77 $ 230

Fafrvalue 11 85 67 85 248

PPL Energy Supply
Amortizedcost $ 11 $ 81 $ 61 $ 74 $ 227

Fairvalue 11 85 67 82 245

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

September 30.

Three Months Nine Months

2012 2011 2012 2011

PPL
Proceeds from sales ofNDT securities (a) $ 23 $ 34 S 102 S 134

Other proceeds from sales
5 163

Gross realized gains (b) 2 3 15 26

Gross realized losses (b) 2 4 8 15

PPL Energy Supply
Proceeds from sales 0fNDT securities (a) $ 23 $ 34 $ 102 S 134

Other proceeds from sales 3

Gross realized gains (b) 2 3 15 26

Gross realized losses (b) 2 4 8 15

(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, LKE and LG&E)

At December 31, 2010. LG&E held $163 million aggregate principal amount of tax-exempt revenue bonds issued by Louisville/Jefferson‘ ‘ounty, Kentucky on behalf of LG&E that were purchased from the remarketing agent in 2008. During the nine months ended September 30,

)) 11, LG&E received $163 million for its investments in these bonds when they were rernarketed to unaffiliated investors. No realized or

unrealized gains (losses) were recorded on these securities, as the difference between canying value and fair value was not significant.

1$. New Accounting Guidance Pending Adoption

(PPL, PPL Energt’ Sipplv, PPL Electric, LKE LG&E and KU)

Improving Disclosures about Offsetting Balance Sheet Items

Effective January 1,2013, the Registrants will retrospectively adopt accounting guidance issued to enhance disclosures about fmancial

instruments and derivative instruments that either (1) offset on the balance sheet or (2) are subject to an enforceable master netting arrangement

or similar agreement, irrespective of whether they are offset on the balance sheet.

Upon adoption, the enhanced disclosure requirements are not expected to have a significant impact on the Registrants.

Testing Indefmite-Lived Intangible Assets for Impairment

Effective January 1, 2013, the Registrants will prospectively adopt accounting guidance that allows an entity to elect the option to first make a

qualitative evaluation about the likelihood of an impairment of an indefmite-lived intangible asset. If. based on this assessment, the entity

determines that it is more likely than not that the fair value of the indefinite-lived intangible asset exceeds the carrying amount, the fair value of

that asset does not need to be calculated. If the entity concludes otherwise, a quantitative impairment test must be performed by determining

the fair value of the asset and comparing it with the carrying value. The entity would record an impairment charge, if necessary.

Upon adoption, this guidance is not expected to have a significant impact on the Registrants.
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PPL CORPORATION AND SUBSIDIARIES

Item 2. ManaemenVs Discussion and Analysis of Financial Condition and Results of Operations

ihe following should be read in conjunction with PPL’s Condensed Consolidated financial Statements and the accompanying Notes and with

PPL’s 2011 Form 10-K. Capitalized terms and abbreviations are defmed in the glossary. Dollars are in millions, except per share data, unless

otherwise noted.

“Management’s Discussion and Analysis of Financial Condition and Results of Operations” includes the following information:

• “Overview” provides a description of PPL and its business strategy, a summary of Net thcome Attributable to PPL Shareowners and a

discussion of certain events related to PPL’s results of operations and fmancial condition.

• “Results of Operations” provides a review of results by reportable segment and a description of factors by segment expected to impact

future earnings. This section ends with explanations of significant changes in principal items on PPL’s Statements of Income,

comparing the three and nine months ended September 30, 2012 with the same periods in 2011.

• “Financial Condition - Liquidity and Capital Resources” provides an analysis of PPL’s liquidity position and credit profile. This

section also includes a discussion of rating agency actions.

• “financial Condition - Risk Management” provides an explanation of PPL’s risk management programs relating to market and credit

risk.

Overview

Introduction

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 and retail energy primarily in the 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 to customers in Kentucky.

principal subsidiaries are shown below (* denotes an SEC registrant):

PPL Corporation*

I I I

______

PPL Global PPL Energy Supply* PPL Electric* LKE*

• Engages in the regulated • Engages in the

operations of electricity regulated transmission and

distribution businesses in the distribution of electricity in

U.K.

_____________ ____________ ___________

Pennsylvania

___________ ____________ ____________

I I I

__________________________________

PPL EnergyPlus PPL Generation LG&E* KU*

• Performs marketing and trading • Engages in the competitive • Engages in the regulated • Engages in the regulated

activities generation of electricity, generation, transmission, generation, transmission,

• Purchases fuel primarily in Pennsylvania and distribution and sale of distribution and sale of

Montana electricity in Kentucky, and electricity primarily in
distribution and sale of Kentucky

_________________________ ________________________

natural_gas_in_Kentucky

________________________

U.K. Regulated Segment Supply Segment Pennsylvania Regulated Kentucky Regulate

______________________

I Segment Segment I
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Business Strategy

PPLs overall strategy is to achieve stable, long-term growth in its regulated electricity delivery businesses through efficient operations and

(‘N1ong customer and regulatory relations, and disciplined optimization of energy supply margins in its energy supply business while mitigating

.ölatllity in both cash flows and earnings. In pursuing this strategy, PPL acquired LKE in November 2010 and WPD Midlands in April

2011. These acquisitions have reduced PPL’s overall business risk profile and reapportioned the mix of PPLs 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. As a result of these acquisitions, approximately 70% of PPL’s assets were

in its regulated businesses at September 30, 2012 and approximately 69% of Net Income Attributable to PPL Shareowners was from

regulated businesses for the nine months ended September 30, 2012.

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 energy supply business where earnings and cash flows are subject to commodity market

volatility. Results for periods prior to the acquisition of WPD Midlands are not comparable with, or indicative of results for periods

subsequent to the acquisition.

With the acquisition of WPD Midlands and the related growth of the portion of PPLs overall earnings translated from British pounds sterling,

the related foreign currency risk is more substantial. The U.K. subsidiaries also have currency exposure to the U.S. dollar associated with their

U.S. dollar-denominated debt. To manage these risks, PPL generally uses contracts such as forwards, options and cross currency swaps that

contain characteristics of both interest rate and foreign currency exchange contracts.

PPL’s strategy for its competitive energy supply business is to optimize the value from its competitive generation and marketing

portfolios. PPL endeavors to do this by matching energy supply with load, or customer demand, under contracts of varying durations with

creditworthy counterparties to capture profits while effectively managing exposure to energy and fuel price risk, counterparty credit risk and

operational risk.

To manage financing costs and access to credit markets, a key objective of PPLs business strategy is to maintain a strong credit profile. PPL

continually focuses on maintaining an appropriate capital structure and liquidity position. In addition, PPL has adopted fmancial and

operational risk management programs that, among other things, are designed to monitor and manage its exposure to earnings and cash flow

volatility related to changes in energy and fuel prices, interest rates, counterparty credit quality and the operating performance of its generating

mts.

financial and Operational Developments

Net Income Attributable to PPL Shareowners

Net Income Attributable to PPL Shareowners for the three and nine months ended September 30, 2012 was $355 million and $1.2 billion

compared to $444 million and $1.0 billion for the same periods in 2011, representing a 20% decrease from and 12% increase over 2011. Net

Income Attributable to PPL Shareowners for the periods ended September 30 by segment was:

Three Months Nine Months

2012 2011 2012 2011

Kentucky Regulated $ 72 $ 78 $ 148 S 184

U.K. Regulated (a) 202 138 563 231

Pennsylvania Regulated 33 28 95 116

Supply
48 200 361 510

NetlncomeAttributabletoPPLShareowners $ 355 S 444 S 1,167 $ 1.041

EPS - basic $ 0.61 $ 0.76 $ 2.00 $ 1.92

EPS - diluted $ 0.61 $ 0.76 $ 2.00 $ 1.91

(a) WPD Midlands was acquired on April 1,2011 and its results are recorded on a one-month lag. Therefore, the 2012 periods include three and nine months of WPD Midlands’

results while the 2011 periods include three and five months of WPD Midlands’ results.

The changes in Net Income Attributable to PPL Shareowners from period to period were, in part, attributable to certain items that management

considers special. See “Results of Operations for further discussion of the results of PPLs business segments, details of special items and

analysis of the consolidated results of operations.
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Economic and Market Conditions

Unregulated gross energy margins associated with PPL Energy Supply’s competitive generation and marketing business are impacted by

anges in market prices and demand for electricity and natural gas, power plant availability, competition in the markets for retail customers,

.Uel costs and availability, fuel transportation costs and other costs. Current depressed wholesale market prices for electricity and natural gas

have resulted from general weak economic conditions and other factors, including the impact of expanded domestic shale gas development. As

a result of these factors, PPL Energy Supply has experienced a shift in the dispatching of its competitive generation from coal-fired to

combined-cycle gas-fired generation as illustrated in the following table:

Average Utilization Factors (a)

2009-2011 2012

Pennsylvania coal plants 89% 70%

Montana coal plants
87% 59%

Combined-cycle gas plants 70% 96%

(a) MI periods reflect the nine months ending September 30.

This reduction in coal-fired generation output had resulted in a surplus of coal inventory at certain of PPL Energy Supply’s Pennsylvania coal

plants. To mitigate the risk of exceeding available coal storage, PPL Energy Supply incurred pre-tax charges of $17 million and $29 million

during the three and nine months ended September 30, 2012 to reduce its 2012 and 2013 contracted coal deliveries. PPL Energy Supply will

continue to manage its coal inventory to mitigate the fmancial impact and physical implications of an oversupply.

In addition, current economic and commodity market conditions indicate a lower value of unhedged future energy margins (primarily in 2014

and forward years) compared to the hedged energy margins in 2012. As has been PPL Energy Supply’s practice in periods of changing

business conditions, PPL Energy Supply continues to review its future business and operational plans, including capital and operation and

maintenance expenditures, as well as its hedging strategies.

PPL’s businesses are also subject to extensive federal, state and local environmental laws, rules and regulations. Although PPL Energy

Supply’s competitive generation assets are well positioned to meet these requirements, certain regulated generation assets at LG&E and KU

will require substantial capital investment. See Note 10 to the Financial Statements in this Fonn 10-Q and Note 15 to the Financial Statements

in PPL’s 2011 Form 10-K for additional information on these requirements. These requirements have resulted in LKE’s anticipated retirement

of six coal-fired units with a combined summer capacity rating of 797 MW by 2015. See Notes 6 and 8 to the Financial Statements for

4-additional

information regarding the anticipated retirement of these units as well as certain regulatory approvals to build a combined-cycle

)tural gas facility in Kentucky. In addition, PPL announced in September 2012 its intention, beginning in April 2015, to place its Corette

‘--plant in long-term reserve status, suspending the plant’s operation due to expected market conditions and the costs to comply with the Mercury

and Air Toxics Standards. The Corette plant’s carrying value at September 30, 2012 was approximately $67 million. Although the Corette

plant was not determined to be impaired at September 30, 2012, it is reasonably possible that an impairment charge could be recorded in the

fourth quarter of 2012 or in future periods, as higher priced sales contracts settle, adversely impacting projected cash flows.

In light of these economic and market conditions, as well as current and projected environmental regulatory requirements, PPL considered

whether certain of its other generating assets were impaired, and determined that no impairment charges were required at September 30,

2012. PPL is unable to predict whether future environmental requirements or market conditions will result in impairment charges for other

generating assets or additional retirements.

PPL and its subsidiaries may also be impacted in future periods by the uncertainty in the worldwide fmancial and credit markets partially

caused by the European sovereign debt crisis. In addition, PPL may be impacted by reductions in the credit ratings of fmancial institutions and

evolving regulations in the fmancial sector. Collectively, these factors could reduce availability or restrict PPL and its subsidiaries’ ability to

maintain sufficient levels of liquidity, reduce capital market activities, change collateral posting requirements and increase the associated costs

to PPL and its subsidiaries.

PPL cannot predict the future impact that these economic and market conditions and regulatory requirements may have on its fmancial

condition or results of operations.
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Susguehanna Turbine Blade Inspection

PPL previously announced that a shutdown of Unit I of its Susquehanna nuclear power plant in October 2012 will include an inspection of that

(pit’s turbine blades that could lead to the finalization of a plan to resolve the issue of turbine blade cracking that was first identified in

_0l 1. Unit I is expected to resume operations by November 8, 2012. PPL plans to take an inspection outage for Unit 2. The projected pre-tax

earnings impact of these inspections, including reduced energy-sales margins and possible repair expenses, is estimated in the range of $43

million to $58 million ($26 million to $35 million, after-tax), and the ultimate fmancial impact will depend on the duration of the Unit 2 outage.

Ironwood Acquisition

In April 2012, an indirect, wholly owned subsidiary of PPL Energy Supply completed the acquisition of the equity interests in the owner and

operator of the Ironwood facility. The Ironwood Facility began operation in 2001 and, since 2008, PPL EnergyPlus has supplied natural gas

for the facility and received the facility’s full electricity output and capacity value pursuant to a tolling agreement that expires in 2021. The

acquisition provides PPL Energy Supply, through its subsidiaries, operational control of additional combined-cycle gas generation in PJM. See

Note 8 to the financial Statements for additional information.

Bankruptcy of SMGT

lii October 2011, SMGT, a Montana cooperative and purchaser of electricity under a long-term supply contract with PPL EnergyPlus expiring

in June 2019 (SMGT Contract), filed for protection under Chapter 11 of the U.S. Bankruptcy Code in the U.S. Bankruptcy Court for the

District of Montana. At the time of the bankruptcy filing, SMGT was PPL EnergyPlus’ largest unsecured credit exposure.

The SMGT Contract provided for fixed volume purchases on a monthly basis at established prices. Pursuant to a court order and subsequent

stipulations entered into between the SMGT bankruptcy trustee and PPL EnergyPlus, since the date of its Chapter 11 filing through January

2012, SMGT continued to purchase electricity from PPL EnergyPlus at the price specified in the SMGT Contract, and made timely payments

for such purchases, but at lower volumes than as prescribed in the SMGT Contract. In January 2012, the trustee notified PPL EnergyPlus that

SMGT would not purchase electricity under the SMGT Contract for the month of February. In March 2012, the U.S. Bankruptcy Court for the

District of Montana issued an order approving the request of the SMGT bankruptcy trustee and PPL EnergyPlus to terminate the SMGT

Contract. As a result, the SMGT Contract was terminated effective April 1, 2012, allowing PPL EnergyPlus to resell the electricity previously

contracted to SMGT under the SMGT Contract to other customers.

/ PPL EnergyPlus’ receivable under the SMGT Contract tota]ed approximately $21 million at September 30, 2012, which has been fully

;served.

In July 2012, PPL EnergyPlus filed its proof of claim in the SMGT bankruptcy proceeding. The total claim is approximately $375 million,

predominantly an unsecured claim representing the value for energy sales that will not occur as a result of the termination of the SMGT

Contract. No assurance can be given as to the collectability of the claim.

PPL Energy Supply cannot predict any amounts that it may recover in connection with the SMGT bankruptcy or the prices and other terms on

which it will be able to market to third parties the power that SMGT will not purchase from PPL EnergyPlus due to the termination of the

SMGT Contract.

Tax Litigation

In 1997, the U.K. imposed a Windfall Profits Tax (WPT) on privatized utilities, including WPD. PPL filed its tax returns for years subsequent

to its 1997 and 199$ claims for refund on the basis that the U.K. WPT was creditable. In September 2010, the U.S. Tax Court (Tax Court)

ruled in PPL’s favor in a dispute with the IRS, concluding that the U.K. WPT is a creditable tax for U.S. tax purposes. As a result, and with

fmalization of other issues, PPL recorded a $42 million tax benefit in 2010. In January 2011, the IRS appealed the Tax Court’s decision to the

U.S. Court of Appeals for the Third Circuit (Third Circuit). In December 2011, the Third Circuit issued its opinion reversing the Tax Court’s

decision, holding that the U.K. WPT is not a creditable tax. As a result of the Third Circuit’s adverse determination, PPL recorded a $39

million expense in the fourth quarter of 2011. In february 2012. PPL filed its petition for rehearing of the Third Circuit’s opinion. In March

2012, the Third Circuit denied PPL’s petition. In June 2012, the U.S. Court of Appeals for the Fifth Circuit issued a contrary opinion in an

identical case involving another company. In July 2012, PPL filed a petition for a writ of certiorari seeking U.S. Supreme Court review of the

Third Circuit’s opinion. The Supreme Court granted PPL’s petition on October 29, 2012, and PPL is assessing what impact, if any, this

development will have on its results of operations in the fourth quarter of 2012. PPL
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expects the case to be decided before the end of the Supreme Court’s current term in June 2013 and cannot predict the outcome of this matter.

Terminated Bluegrass CTs Acquisition

September 2011, LG&E and KU entered into an asset purchase agreement with Bluegrass Generation for the purchase of the Bluegrass CTs,

dgregating approximately 495 MW, plus limited associated contractual arrangements required for operation of the units, for a purchase price

of $110 million, pending receipt of applicable regulatory approvals. In May 2012, the KPSC issued an order approving the request to purchase

the Bluegrass CTs. Also, in May 2012, the FERC issued an order conditionally authorizing the acquisition of the Bluegrass Cis, subject to

approval by the FERC of satisfactory mitigation measures to address market-power concerns. After a review of potentially available mitigation

options. LG&E and KU determined that the options were not commercially justifiable. In June 2012, LG&E and KU terminated the asset

purchase agreement for the Bluegrass CTs in accordance with its terms and made applicable filings with the KPSC and FERC. LG&E and KU

are currently assessing the impact of the asset purchase agreement termination and potential future generation capacity options.

NGCC Construction

In September 2011, LG&E and KU filed a CPCN with the KPSC requesting approval to build a 640 MW NGCC at the existing Cane Run plant

site in Kentucky. In May 2012, the KPSC issued an order approving the request. LG&E and KU commenced preliminary construction

activities in the third quarter of 2012 and project construction is expected to be completed by May 2015. The project, which includes building

a natural gas supply pipeline and related transmission projects, has an estimated cost of approximately $600 million.

Hurricane Sandy

In late October 2012, PPL Electric experienced widespread significant damage to its transmission and distribution network from Hurricane

Sandy. The total costs associated with the restoration efforts are still being fmalized but are estimated to be in excess of $60 million. PPL

Electric has insurance coverage that could cover a portion of the costs incurred from Hurricane Sandy. PPL Electric will have the ability to file

a request with the PUC for permission to defer for future recovery certain of the costs incurred to repair the distribution network in excess of

the insurance coverage. Costs incurred to repair the transmission network are recoverable through the fERC Formula Rate mechanism which

is updated annually.

Regional Transmission Line Expansion Plan

On October 1,2012, the National Park Service (NPS) issued its Record of Decision (ROD) on the proposed Susquehanna-Roseland

ansmission

line affirming the route chosen by PPL Electric and Public Service Electric & Gas as the preferred alternative under the NPS’s

Jational Environmental Policy Act review. On October 15, 2012, a complaint was filed in the United States District Court for the District of

olumbia by various environmental groups, including the Sierra Club, challenging the ROD and seeking to prohibit its

implementation. Construction activities have begun on portions of the 101-mile route in Pennsylvania. The line is expected to be in service

before the peak summer demand period of 2015. The chosen route had previously been approved by the PUC and New Jersey Board of Public

Utilities. An appeal of the New Jersey Board of Public Utilities approval is pending before the New Jersey Superior Court Appellate

Division. PPL Electric cannot predict the ultimate outcome or timing of any further legal challenges to the project. PJM 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 further delay to its scheduled in-service date for the new line.

At September 30, 2012, PPL Electric’s estimated share of the project cost was $560 million, an increase from approximately $500 million at

December 31, 2011, due primarily to increased material costs. See Note 8 in PPL’s 2011 form 10-K for additional information.

On October 9, 2012, the FERC issued an order in response to PPL Electric’s December 2011 request for ratemaking incentives for the

Northeast/Pocono Reliability project (a new 58-mile 230 kV transmission line, three new substations and upgrades to adjacent facilities). The

incentives were specifically tailored to address the risks and challenges PPL Electric will face in building the project. The FERC granted the

incentive for inclusion of 100% of prudently incurred construction work in progress (CWIP) costs in rate base and denied the request for a 100

basis point adder to the return on equity incentive. The order requires a follow-up compliance filing from PPL Electric to ensure proper

accounting treatment of AFUDC and CWIP for the project. PPL Electric estimates the project costs to be approximately $180 million.
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Legislation - Regulatory Procedures and Mechanisms

June 2011, the Pennsylvania House Consumer Affairs Committee approved legislation authorizing the PUC to approve regulatory

ocedures and mechanisms to provide more timely recovery of a utility’s costs. In the first quarter of 2012, the Governor signed an amended

irsion of the legislation (Act 11 of 2012), which became effective April 14, 2012. The legislation authorizes the PUC to approve two specific

ratemaking mechanisms - a fully projected future test year and, subject to certain conditions, a distribution system improvements charge

(D$IC). Such alternative ratemaking procedures and mechanisms are important to PPL Electric as it begins a period of significant capital

investment to maintain and eithance the reliability of its delivery system, including the replacement of aging distribution assets. In August

2012, the PUC issued a Final Implementation Order adopting procedures, guidelines and a model tariff for the implementation of Act 11 of

2012. In September 2012, PPL Electric filed its Long Term Infrastructure Improvement Plan (LTIIP) describing projects eligible for inclusion

in the DSIC. In October 2012, several parties filed comments to the LTIP but none of the comments requested evidentiary hearings on the

LTITP. A decision on the LTIIP is expected in Janumy 2013. PPL Electric expects to file a petition requesting permission to establish a DSIC

in January 2013 with rates proposed to be effective in April 2013.

FERC formula Rates

In March 2012, PPL Electric filed a request with the fERC seeking recovery, over a 34-year period beginning in June 2012, of its unrecovered

regulatory asset related to the deferred state tax liability that existed at the time of the transition from the flow-through treatment of state

income taxes to full normalization. This change in tax treatment occurred in 2008 as a result of prior FERC initiatives that transferred

regulatory jurisdiction of certain transmission assets from the PUC to FERC. A regulatory asset of approximately $50 million related to this

transition, classified as taxes recoverable through future rates, is included in “Other Noncurrent Assets - Regulatory assets” on the Balance

Sheets at September 30, 2012 and December 31,2011. In May 2012, the FERC issued an order approving PPL Electric’s request effective June

1,2012.

U.K. Tax Rate Change

In July 2012, the U.K. finance Act of 2012 (the Act) was enacted. The Act reduced the U.K.’s statutory income tax rate from 25% to 24%,

effective April 1,2012 and from 24% to 23%, effective April 1, 2013. As a result of these changes, PPL recognized a deferred tax benefit of

$74 million in the three and nine months ended September 30, 2012.

Ofgem Review of Line Loss Calculation

has a $172 million liability recorded at September 30,2012 compared with $170 million at December 31, 2011, calculated in accordance

—*rith Ofgem’s accepted methodology, related to the close-out of line losses for the prior price control period, DPCR4. Ofgem is currently

consulting on the methodology to be used by all network operators to calculate the final line loss incentive/penalty for DPCR4. hi October

2011, Ofgem issued a consultation paper citing two potential changes to the methodology, both of which would result in a reduction of the

liability. In March 2012, Ofgem issued a decision regarding the preferred methodology. In July 2012, Ofgem issued a consultation paper

regarding certain aspects of the preferred methodology as it relates to the DPCR4 line loss incentive/penalty and a proposal to delay the target

date for making a final decision until April 2013 together with a proposal to remove the line loss incentive/penalty for DPCR5. In October

2012, a license modification was issued to allow Ofgem to publish the final decisions on these matters by April 2013. PPL cannot predict the

outcome of this matter.

Equity forward Contract

In April 2012, PPL made a registered undenwitten public offering of 9.9 million shares of its common stock. In conjunction with that offering,

the underwriters exercised an option to purchase 591 thousand additional shares of PPL common stock solely to cover over-allotments.

In connection with the registered public offering, PPL entered into forward sale agreements with two counterparties covering the 9.9 million

shares of PPL’s connuon stock. Settlement of these initial forward sale agreements will occur no later than April 2013. As a result of the

underwriters’ exercise of the overallotment option, PPL entered into additional forward sale agreements covering the additional 591 thousand

shares of PPL common stock. Settlement of the subsequent forward sale agreements will occur in July 2013.

PPL will not receive any proceeds or issue any shares of common stock until settlement of the forward sale agreements. PPL intends to use any

net proceeds that it receives upon settlement to repay short-term debt obligations and for other general corporate purposes.
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The forward sale agreements are classified as equity transactions. As a result, no amounts will be recorded in the consolidated financial

statements until the settlement of the forward sale agreements. Prior to those settlements, the only impact to the fmancial statements will be the

,.Jiclusion of incremental shares within the calculation of diluted EPS using the treasury stock method. See Note 7 to the Financial Statements

)r additional information.

Redemption of PPL Electric Preference Stock

In June 2012, PPL Electric redeemed all 2.5 million shares of its 6.25% Series Preference Stock, par value $100 per share. The price paid for

the redemption was the par value, without premium ($250 million in the aggregate). At December 31, 2011, the preference stock was reflected

in ‘Noncontrolling Interests” on PPL’s Balance Sheet.

Results of Operations

The following discussion provides a review of results by reportable segment and a description of factors by segment 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 and nine months ended September 30, 2012 with the same periods in 2011.

On April 1, 2011, PPL, through its subsidiary PPL WEM, completed its acquisition of WPD Midlands. As PPL consolidates WPD Midlands

on a one-month lag, consistent with its accounting policy on consolidation of foreign subsidiaries, PPL’s 2011 results for the nine-month period

include five months of WPD Midlands’ results. When discussing PPL’s results of operations for 2012 compared with 2011, the results of WPD

Midlands for both the three and nine-month periods (which includes PPL WEM for this purpose) are isolated for purposes of

comparability. Significant drivers, if any, are disclosed for the comparable three-month periods. WPD Midlands’ results are included within

the U.K. Regulated segmeffi (formerly the International Regulated segment, renamed in 2012). See Note 8 to the Financial Statements for

additional information regarding the acquisition.

The results for interim periods can be disproportionately influenced by numerous factors and developments and by seasonal variations. As

such, the results of operations for interim periods do not necessarily indicate results or trends for the year or future periods.

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( isults at the prior year weighted-average U.K. foreign currency exchange rate.

egment Results

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.

Net Income Attributable to PPL Shareowners for the periods ended September 30 includes the following results:

Three Months Nine Months

2012 2011 %Change 2012 2011 %Chiange

Uliutyrevenues $ 732 $ 736 (1) $ 2.095 $ 2,140 (2)

Fuel 249 245 2 677 666 2

Energypurchases 27 32 (16) 135 179 (25)

Other operation and maintenance 186 187 (1) 589 566 4

Depreciation $7 $4 4 259 249 4

Taxes, other than income 11 10 10 34 28 21

Total operating expenses 560 55$

______________

1,694 1.688

______________

Other Income (Expense) - net (4) n/a (14) (1) 1,300

Interest Expense (a) 54 53 2 163 161 1

Income Taxes 42 46 (9) 70 105 (33)

Income (Loss) from Discontinued Operations

______________

(1) (100) (6) (1) 500

Net Income Attributable to PPL Shareowners S 72 $ 78 (8) S 148 S 184 (20)
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(a) Includes allocated interest expense of $17 million and $51 million for the three and nine months ended September 30, 2012 and $17 million and $53 million for the three and

nine months ended September 30, 2011 related to the 2010 Equity Units and interest rate swaps.

he changes in the components of the Kentucky Regulated segments results between these periods were due to the following factors, which

flect reclassifications for items included in gross margins and certain items that management considers special. See additional detail of these

special items in the table below.

Three Months Nine Months

Kentucky gross margins $ (4) $ (22)

Other operation and maintenance 3 (12)

Depreciation (2) (8)

Taxes, other than income (1) (6)

Other Income (Expense) - net (4) (13)

Other (2) (3)

Income Taxes 4 29

Special items, after-tax
(1)

Total
$ (6) $ (36)

• See “Statement of Income Analysis - Margins - Changes in Non-GAAP Financial Measures” for an explanation of Kentucky Gross Margins.

• Higher other operation and maintenance for the nine-month period, primarily due to $12 million of higher coal plant maintenance costs

resulting from an increased scope of scheduled plant outages.

• Higher depreciation for the nine-month period, primarily due to PP&E additions.

• Higher taxes, other than income for the nine-month period, primarily due to an increase in property taxes resulting from property additions,

higher assessed values, and changes in property classifications to categories with higher tax rates.

• Lower other income (expense) - net for the nine-month period, primarily due to losses from an equity method investment.

• Lower income taxes for the nine-month period, primarily due to lower pre-tax income.

he following after-tax gains (losses), which management considers special items, also impacted the Kentucky Regulated segment’s results

uring the periods ended September 30.

Income Statement Three Months Nine Months

Lineltem 2012 2011 2012 2011

Adjusted energy-related economic activity, net, net of tax of $0, ($1), $0, $0 Utility Revenues $ 1 $ 1

LKE acquisition-related adjustments:
Net operating loss canyforward and other tax-related adjustments Income Taxes and Other O&M $ 4

Other:
LKE discontinued operations, net of tax of $0.S1, $4, SO (a) Disc. Operations

_________

(1) (5) (1)

Total

_________ _________

$ (I)

_________

(a) The nine months ended September 30, 2012 includes an adjustment to an indemnification liability.

Outlook

Excluding special items, PPL projects lower segment earnings in 2012 compared with 2011, primarily driven by higher other operation and

maintenance expense, higher depreciation, higher property taxes and losses from an equity method investment.

In June 2012, LG&E and KU filed requests with the KPSC for increases in annual base electric rates of approximately $62 million at LG&E

and approximately $82 million at KU and an increase in annual base gas rates of approximately $17 million at LG&E. The proposed base rate

increases would result in electric rate increases of 6.9% at LG&E and 6.5% at KU and a gas rate increase of 7.0% at LG&E and would be

effective in January 2013. LG&E’s and KU’s applications include requests for authorized returns-on-equity at LG&E and KU of 11% each. In

November 2012. the KPSC issued an order for a settlement conference to begin on November 13, 2012. A hearing on the original application

and subsequent testimony is scheduled to begin on November 27, 2012. LG&E and KU cannot predict the outcome of these proceedings,

including the possibility of any agreed stipulations or settlement, which would remain subject to KPSC approval. A fmal order may be issued

hi December 2012 or January 2013.
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Earnings in 2012 and future periods are subject to various risks and uncertainties. See “Forward-Looking Information,” the rest of this Item 2

and Notes 6 and 10 to the Financial Statements in this Form 10-Q and “Item I. Business” and “Item IA. Risk Factors” in PPL’s 2011 Form 10-

K for a discussion of the risks, uncertainties and factors that may impact future eamings.

.K. Regulated Segment

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

Net Income Aftributable to PPL Shareowners for the periods ended September 30 includes the following results:

Three Months Nine Months

2012 2011 %Change 2012 2011 %Change

Utility revenues $ 207 $ 194 7 $ 644 $ 613 5

Energy-related businesses 9 8 13 27 27

______________

Total operating revenues 216 202 7 671 640 5

Other operation and maintenance 52 45 16 159 136 17

Depreciation 32 32 96 94 2

Taxes. other than income 13 14 (7) 39 40 (3)

Energy-related businesses 5 4 25 16 12 33

Total operating expenses 102 95 7 310 282 10

Other Income (Expense) - net (49) 10 (590) (39) 13 (400)

Interest Expense (a) 45 47 (4) 138 145 (5)

Income Taxes (34) (14) 143 6 14 (57)

WPDMidlsnds,netoftax(b) 151 118 22 392 183 114

V/PD Midlands acquisition-related
adjustments, net of tax (3) (64) (95) (7) (164) (96)

Net Income Attributable to PPL Sbareowners $ 202 $ 138 46 $ 563 $ 231 144

(a) Includes allocated interest expense of $12 million sod S35 million for the three and nine months ended September 30, 2012 and $12 million and $26 million for the three and

nine months ended September 30, 2011, primarily related to the 2011 Equity Units.
(b) The nine months ended September 30, 2011 represent the results of operations of WPD Midlands for the period from the April 1,2011 acquisition date through September

30, 2011, recorded on a one month lag. These amounts exclude acquisition-related adjustments. V/PD Midlands’ revenue from extemal customers was $312 million and

$976 million for the three and nine months ended September 30, 2012 and $292 million and $499 million for the three and nine months ended September 30, 2011 (pre-tsx).

I “7e changes in the components of the U.K. Regulated segment’s results between these periods were due to the following factors, which reflect

éclassifications for certain items that management considers special. See additional detail of these special items in the table below. The

amounts for PPL WW and WPD Midlands are presented on a constant U.K. foreign currency exchange rate basis in order to isolate the impact

of the change in the exchange rate.

Three Months Nine Mooths

PPL WW
Utility revenues $ 20 $ 47

Other operation and maintenance (6) (24)

Interest expense 2 13

Other (3) (5)

Income taxes 4 8

WPD Midlands, after-tax 29 214

U.S.
Interest expense and other (15)

Income taxes (3) (17)

Foreign currency exchange rates, after-sax (s) (7) (15)

Special items, after-sax
22 126

Total
S 64 $ 332

(a) Includes the effect of realized gains/(losses) on foreign currency economic hedges.

PPL WW

Higher utility’ revenues for the three-month period due to the April 1, 2012 price increase which resulted in $14 million of higher utility

revenues and $3 million of lower regulatory recovery in 2011.

Higher utility revenues for the nine-month period due to the April 1,2011 and 2012 price increases which resulted in $69 million of higher

utility revenues, partially offset by $17 million of lower volumes due primarily to a downturn in the economy and the unfavorable effect of

weather, and $8 million of lower regulatory recovery due to a 2012 charge to income for the over-recovery of revenues from customers.
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• Higher other operation and maintenance for the nine-month period primarily due to $15 million of higher pension expense resulting from

an increase in amortization of actuarial losses and $8 million of higher network maintenance expense.

Lower interest expense for the nine-month period due to $11 million of lower interest expense on index-linked notes.

• Lower income taxes for the three-month period primarily due to an income tax benefit related to the tax deductibility of interest on

acquisition fmancing.

Lower income taxes for the nine-month period primarily due to a $13 million income tax benefit related to the tax deductibility of interest

on acquisition financing, partially offset by higher income taxes of $8 million arising from higher pre-tax income.

WPD Mid!ands

• Higher earnings for the three-month period due to the April 1, 2012 price increase, which resulted in $32 million of higher utility revenues.

• The nine-month period ended September 30, 2012 is not comparable to 2011 as 2011 includes only five months of WPD Midlands’ results.

Us.

• Higher interest expense and other for the nine-month period due to $13 million of higher interest expense associated with the 2011 Equity

Units issued to finance the WPD Midlands acquisition due to 2012 including nine months of interest expense compared to five months in

2011.

• Higher income taxes for the nine-month period due to $21 million of income tax benefits recorded in 2011 as a result of U.K. pension plan

contributions.

Foreign Currency Exchange Rates

• Changes in foreign currency exchange rates negatively affected earnings for the three and nine-month periods. The weighted-average

exchange rates for British pound sterling, including the effects of foreign currency economic hedges, were approximately $1.57 in 2012

and $1.63 in 2011 for the three-month period and $1.58 in 2012 and $1.61 in 2011 for the nine-month period.

ihe following after-tax gains (losses), which management considers special items, also impacted the U.K. Regulated segment’s results during

the periods ended September 30.

Income Statement Three Months Nine Months

Line Item 2012 2011 2012 2011

Foreign currency-related economic hedges, net of tax of $18, ($3), $17, ($4) (a) Other Income-net $ (30) $ 8 $ (28) $ 8

WPD Midlands acquisition-related adjustments:
2011 Bridge Facility costs, net of tax of $0, $0, $0, $13 (b) Interest Expense (30)

Foreign currency loss on 2011 Bridge Facility, net of tax of $0, $0, $0, $19 (c) Other Income-net (38)

Net hedge gains, net of tax of $0, $0, $0, ($17) (c) Other Income-net 38

Hedge ineffectiveness, net of tax of $0, $0, $0, $3 (d) Interest Expense (9)

U.K. stamp duty tax, net of tax of $0, $0, $0, $0 (e) Other Income-net (21)

Separation benefits, net of tax of$l, $22, $3, $24 (Note 8) Other O&M (1) (64) (9) (68)

Other acquisition-related adjustments, net of tax of $0, ($2), ($1), $9 (f) (2) 2 (36)

Other:
Change in U.K. tax rate (g) Income Taxes 74 69 74 69

Total
$ 41 $ 13 $ 39 $ (87)

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

(b) Represents fees incurred in connection with establishing the 2011 Bridge Facility.

(c) Represents the foreign currency loss on the repayment of the 2011 Bridge Facthty, including a pre-tax foreign currency loss of $15 million associated with proceeds received

on the U.S. dollar-denominated senior notes issued by PPL WEM in April 2011 that were used to repay a portion of PPL WEMs borrowing under the 2011 Bridge

Facility. The foreign currency risk was economically hedged with forward contracts to purchase OBP, which resulted in pre-tax gains of $55 million. See Note 14 to the

Financial Statements for additional infonnation.

(d) Represents a combination of ineffectiveness associated with closed out interest rate swaps and a charge recorded ass result of certam mserest rate swaps failmg hedge

effectiveness testing.
(c) Tax on the transfer of ownership of property in the U.K. wlsich is not tax deductible for income tax purposes.
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(f) The nine months ended September 30, 2011 primarily includes $36 miflion, pre-tax, of advisory, accounting and legal fees which are reflected in” Other Income (Expense) -

net” on the Statements of Income. In addition, S9 million, pre-tax, of costs were recorded to “Other operation and maintenance” on the Statements of Income.

The U.K. Finance Act of 2011, enacted in July 2011, reduced the U.K. statutory income tax rate from 27% to 26% retroactive to April 1, 2011 and from 26% to 25%

effective April 1,2012. The U.K. Finance Act of 2012, enacted in July 2012, reduced the U.K. statutory income tax rate from 25% to 24% retroactive to April 1,2012 and

from 24% to 23% effective April 1, 2013. As a result, PPL reduced its net deferred tax liability and recognized a deferred tax benefit in the three and nine-month periods of

2012 and 2011. WPD Midlands portion of the deferred tax benefit was $42 million for both periods in 2012 and $35 million for both periods in 2011.

Outlook

Excluding special items, PPL projects higher segment earnings in 2012 compared with 2011, primarily driven by four additional months of

earnings from WPD Midlands and higher electricity delivery revenue. Partially offsetting these positive earnings drivers are higher other

operation and maintenance expense, higher depreciation, higher interest expense, higher income taxes and a less favorable currency exchange

rate.

Earnings in 2012 and future periods are subject to various risks and uncertainties. See “Forward-Looking Information,” the rest of this Item 2

and Notes 6 and 10 to the Financial Statements in this Form 10-Q and “Item 1. Business” and “Item 1A. Risk Factors” in PPL’s 2011 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.

Net Income Attributable to PPL Shareowners for the periods ended September 30 includes the following results:

Three Months Nine Months

2012 2017 %CIiane 2012 2011 %Change

Operating revenues
External $ 443 $ 454 (2) $ 1,303 $ 1,444 (10)

Intersegment 1 1 3 9 (67)

Total operating revenues 444 455 (2) 1,306 1,453 (10)

Energy purchases
External 137 171 (20) 410 591 (31)

hltersegment 23 5 360 61 15 307

OtheT operation and maintenance 14$ 146 1 431 402 7

epreciation 41 38 8 119 108 10

‘ces, other than income 24 26 (8) 72 $3 (13)

Total operating expenses 373 386 (3) 1,093 1,199 (9)

Other Income (Expense) - net 3 3 6 4 50

Interest Expense 25 26 (4) 73 74 (1)

Income Taxes 16 14 14 47 56 (16)

Net Income 33 32 3 99 12$ (23)

Net Income Attributable to Noncontrolling Interests

______________

4 (100) 4 12 (67)

Net Income Attributable to PPL Shareowners S 33 $ 2$ 1$ $ 95 $ 116 (1$)

The changes in the components of the Pennsylvania Regulated segment’s results between these periods were due to the following factors, which

reflect reclassifications for items included in gross delivery margins.

Three Months Nine Months

Pennsylvania gross delivery margins $ 11 $ 1

Other operation and maintenance (7) (32)

Depreciation
(3) (Il)

Other
2 4

Inconie Taxes
(2) 9

Noncontrolling Interests
4 8

Total
$ 5 $ (21)

• See “Statement of Income Artalysis - Margins - Changes in Non-GAAP financial Measures” for an explanation of Pennsylvania Gross

Delivery Margins.

• Higher other operation and maintenance for the three-month period, primarily due to $9 million of higher payroll-related costs, $2 million

of higher vegetation management costs and $2 million of higher corporate service costs, partially offset by $6 million of lower PUC

reportable storm costs.
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Higher other operation and maintenance for the nine-month period, primarily due to $16 million of higher payroll-related costs, $10

million of higher vegetation management costs, $7 million of higher corporate service costs and $4 million of higher contractor costs,

partially offset by $13 million of lower PUC-reportable storm costs.

a Higher depreciation for the nine-month period, primarily due to the impact of PP&E additions related to the ongoing efforts to ensure the

reliability of the delivery system and replace aging infrastructure.

• Lower income taxes for the nine-month period, primarily due to lower pre-tax income.

• Lower noncontrolling interests for the three arid nine-month periods due to the preference stock redemption in June 2012.

Outlook

PPL projects lower segment earnings in 2012 compared with 2011, primarily driven by higher other operation and maintenance expense, higher

depreciation and lower distribution revenue, which are expected to be partially offset by higher transmission revenue, lower fmancing costs,

and lower income taxes.

In March 2012, PPL Electric filed a request with the PUC to increase distribution rates by approximately $105 million effective January 1,

2013. The proposed distribution rate increase would result in a 2.9% increase over PPL Electric’s total rates at the time of the request. PPL

Electric’s application includes a request for an authorized return-on-equity of 11.25%. On October 19, 2012, the presiding Administrative Law

Judge (AU) issued a decision recommending a rate increase of approximately $64 million, which represents an allowed return on equity of

9.74%. Exceptions to the AU’s recommendation are due November 8,2012. PPL Electric expects to file exceptions, together with certain

other parties, to the AIJ’s recommended decision. The PUC, which is expected to issue its order on the rate request in December 2012, can

accept, reject or modify the ALPs recommendation. PPL cannot predict the outcome of this proceeding.

Earnings in 2012 and future periods are subject to various risks and uncertainties. See “Forward-Looking Information,” the rest of this Item 2

and Notes 6 and JO to the Financial Statements in this Form 10-Q and “Item 1. Business” and Item 1A. Risk Factors” in PPL’s 2011 Form 10-

K for a discussion of the risks, uncertainties and factors that may impact future earnings.

Supply Segment

he Supply segment primarily consists of the energy marketing and trading activities, as well as the competitive generation and development

erations of PPL Energy Supply.

Net Income Attributable to PPL Shareowners for the periods ended September 30 includes the following results:

Three Months Nine Months

2012 2011 %Change 2012 2011 %Change

Energy revenues
External (a) $ 567 $ 1,305 (57) $ 3,673 $ 3,437 7

Intersegment 23 5 360 61 15 307

Energy-related businesses 133 132 1 346 360 (4)

Total operating revenues 723 1,442 (50) 4,080 3.812 7

fuel (a) 321 358 (10) 728 826 (12)

Energy purchases
External (a) (150) 335 (145) 1,288 746 73

Intersegment 1 2 (50) 2 3 (33)

Other operation and maintenance 215 191 13 750 707 6

Depreciation 81 66 23 229 194 18

Taxes, other than income 19 18 6 54 49 10

Energy-related businesses 129 131 (2) 339 356 (5)

Total operating expenses 616 1,101 (44) 3,390 2,881 1$

Other Income (Expense) - net 6 22 (73) 15 41 (63)

Other-Than-Temporary linpairments 5 (100) 1 6 (83)

Interest Expense 62 59 5 163 159 3

Income Taxes 3 99 (97) 180 299 (40)

Income (Loss) from Discontinued Operations

_____________

1 (100) 3 (100)

Netlncome 48 201 (76) 361 511 (29)

Net Income Attributable to Noncontrolling Interests

_______________

1 (100) 1 (100)

Net Income Attributable to PPL Shareowners $ 48 $ 200 (76) $ 361 $ 510 (29)
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(a) Includes the impact from energy-related economic activity. See “Commodity Price Risk (Non-trading) - Economic Activity in Note 14 to the Financial Statements for

additional information.

e changes in the components of the Supply segments results between these periods were due to the following factors, which reflect

.classifications for items included in unregulated gross energy margins and certain items that management considers special. See additional

detail of these special items in the table below.

Three Months Nine Months

Unregulated gross energy margins S (38) $ (125)

Other operation and maintenance (23) (42)

Depreciation (15) (35)

Other Income (Expense) - net (1$) (30)

Other 7 1

Income Taxes 33 106

Discontinued operations, after-tax (1) 2

Special items, after-tax
(97) (26)

Total
$ (152) $ (149)

• See “Statement of Income Analysis - Margins - Changes in Non-GAAP Financial Measures” for an explanation of Unregulated Gross

Energy Margins.

• Higher other operation and maintenance for the three-month period due to $8 million of higher costs at PPL Susquehanna, $7 million due

to a planned outage at PPL Brusmer Island in September 2012 and $4 million of higher costs from Ironwood as a result of the acquisition.

Higher other operation and maintenance for the nine-month period primarily due to $27 million of higher costs at PPL Susquehanna

including refueling outage costs, payroll-related costs and timing ofprojects and $13 million of higher costs from fronwood as a result of

the acquisition.

• Higher depreciation for the three and nine-month periods due to the impact of PP&E additions, and $7 million and $11 million due to the

Ironwood Acquisition.

Lower other income (expense) - net for the three and nine-month periods primarily due to a $22 million gain on the redemption of debt in

the third quarter of 2011.

Lower income taxes for the three-month period primarily due to lower pre-tax income.

Lower income taxes for the nine-month period due to lower pre-tax income, which reduced income taxes by $73 million, $15 million of

net deferred tax benefits from state tax adjustments recorded in 2012 and $11 million of Pennsylvania net operating loss valuation

allowance adjustments recorded in 2011, driven primarily by the impact of bonus depreciation.

The following after-tax gains (losses), which management considers special items, also impacted the Supply segment’s results during the

periods ended September 30.

Income Statement Three Months Nine Months

Line Item 2012 2011 2012 2011

Adjusted energy-related economic activity, net, net of tax of $63, $8, ($16), ($2) (a) $ (95) $ (10) $ 23 $ 4

Impairments:
Emission allowances, net of tax of $0, $0, SO, $1 Other O&M (1)

Renewable energy credits, net of tax of $0, $0, $0, $2 Other O&M (3)

Adjustments - nuclear decommissioning trust investments, net of tax of SO, $2, ($2), $2 Other Income-net (1) 1

LKE acquisition-related adjustments:
Sale of certain non-core generation facilities, net of tax of $0, $0, $0, $0 Disc. Operations (2)

Other:
Montana hydroelectric litigation, net of tax of SO, $0, $0, $1 Interest Expense (1) (2)

Litigation settlement - spent nuclear fuel storage, net of tax of $0, ($2), $0, ($23) (b) fuel 4 33

Counterparty bankruptcy, net of tax of $0, $0, $5, SO (c) Other O&M (6)

Wholesale supply cost reimbursement, net of tax of $0, $0, SO, $0 (d)

Ash basin leak remediation adjustment, net of tax of $0, SO, ($1), $0 Other O&M

Coal contract modification payments, net of tax of $7, $0, $12, $0 (e) Fuel (10)

_________

(17)

_________

Total
$ (105) $ (8) $ 3 $ 29
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(a) See ‘Reconciliation of Economic Activity” below.
(b) In May 2011, PPL Susquehaima entered into a settlement agreement with the U.S. Government relating to PPL Susquehanna’s lawsuit, seeking damages for the DOE’s

failure to accept spent nuclear fuel from the PPL Susquehanna plant. PPL Susquehanna recorded credits to fuel expense to recognize recovery, under the settlement

agreement, of certain costs to store spent nuclear fuel at the Susquehanna plant. The amounts recorded through September 2011 cover the costs incurred from 199$

through December 2010.
In October 2011, a wholesale customer, SMGT, filed for bankruptcy protection under Chapter 11 of the U.S. Bankruptcy code. In 2012, PPL EnergyPlus recorded an

additional allowance for unpaid amounts under the long-term power contract. In March 2012, the U.S. Bankruptcy Court for the District of Montana approved the request

to terminate the contract, effective April 1,2012.
(d) Recorded in”Wholesale energy marketing - Realized” on the Statement of Income.
(e) As a result of lower electricity and natural gas prices, coal unit utilization has decreased. Contract modification payments were incurred to reduce 2012 and 2013

contracted coal deliveries.

Reconciliation ofEconomic Activity

The following table reconciles unrealized pre-tax gains (losses) for the periods ended September 30, 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 Nine Months

2012 2011 2012 2011

Operating Revenues
Unregulated retail electric and gas $ (13) $ 4 $ (15) $ 9

Wholesaleenergymarketing (716) 216 (322) 229

Operating Expenses
fuel 3 (2$) (11) (16)

Energy Purchases 569 (176) 420 (49)

Energy-related economic activity (a) (157) 16 72 173

Option premiums (b) 6 1 17

Adjusted energy-related economic activity (157) 22 73 190

Less: Economic activity realized, associated with the monetization of

certain full-requirement sales contracts in 2010 1 40 34 184

Adjusted energy-related economic activity, net, pre-tax S (158) 5 (1$) S 39 $ 6

Adjusted energy-related economic activity, net, after-tax $ (95) S (10) $ 23 $ 4

•,(a)

See Note 14 to the financial Statements for additional information.

‘i) Adjustment for the net deferral and amortization of option premiums over the delivery period of the item that was hedged or upon realization. Option premiums are recorded

) ir”Wholesale energy marketing - Realized” and “Energy purchases - Realized” on the Statements of Income.

Outlook

Excluding special items, PPL projects lower segment earnings in 2012 compared with 2011. The decrease is primarily driven by lower energy

margins as a result of lower energy and capacity prices and lower generation volumes, higher other operation and maintenance expense and

higher depreciation.

Earnings in 2012 and future periods 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 IA. Risk Factors” in PPL’s 2011 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 fmancial information prepared in accordance with GAAP, as well as three non-GAAP fmancial

measures: “Kentucky Gross Margins,” “Pennsylvania Gross Delivery Margins” and “Unregulated Gross Energy Margins.” 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. 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 the Kentucky Regulated, Pennsylvania Regulated and

Supply segment operations, analyze each respective segment’s actual results compared with budget and, in certain cases, to measure certain

corporate fmancial goals used in determining variable compensation.
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PPLs three non-GAAP fmancial measures include:

“Kentucky Gross Margins” is a single fmancial 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. Certain costs associated with these mechanisms,

primarily ECR and DSM, are recorded as “Other operation and maintenance” and “Depreciation.” These mechanisms allow for recovery

of certain expenses, returns on capital investments and performance incentives. As a result, this measure represents the net revenues from

the Kentucky Regulated segment’s operations.

• “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. In calculating this measure, utility revenues and expenses

associated with approved recovery mechanisms, including energy provided as a PLR, are offset with minimal impact on earnings. Costs

associated with these mechanisms are recorded in “Energy purchases,” “Other operation and maintenance,” which is primarily Act 129

costs, and “Taxes, other than income,” which is primarily gross receipts tax. This performance measure includes PLR energy purchases by

PPL Electric from PPL EnergyPlus, which are reflected in “PIR intersegment utility revenue (expense)” in the table below. As a result,

this measure represents the net revenues from the Pennsylvania Regulated segment’s electric delivery operations.

• ‘Unregulated Gross Energy Margins” is a single fmancial performance measure of the Supply segment’s competitive energy non-trading

and trading activities. In calculating this measure, the Supply segment’s energy revenues, which include operating revenues associated

with certain Supply segment businesses that are classified as discontinued operations, are offset by the cost of fuel, energy purchases,

certain other operation and maintenance expenses, primarily ancillary charges, gross receipts tax, which is recorded in “Taxes, other than

income,” and operating expenses associated with certain Supply segment businesses that are classified as discontinued operations. 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, which are reflected in “PLR intersegment utility revenue (expense)” in the

table below. PPL excludes from “Unregulated Gross Energy Margins” the Supply segment’s adjusted 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’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 adjusted 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.

Reconciliation of Non-GAAP Financial Measures

The following tables reconcile “Operating Income” to PPL’s three non-GAAP fmancial measures for the periods ended September 30.

2012 Three Months 2011 Three Months

Unregulated Unregulated

Kentucky PA Gross Gross Kentucky PA Gross Gross

Gross Delivery Energy Operating Gross Delivery Energy Operating

Margins Margins Margins Other (a) hicome (b) Margins Margins Margins Other (a) Income (b)

Operating Revenues
Utility $ 732 $ 443 $ 518 (c) $ 1,693 5 734 $ 454 $ 487 (c) $ 1,675

PLR intersegment utility
revenue (expense) (d) (23) $ 23 (5) $ 5

Unregulated retail
e]ectricandgas 232 (14)(g) 218 186 3(g) 189

Wholesale energy marketing
Realized 1,074 2 (f) 1,076 897 10 (f) 907

Unrealized economic
activity (716)(g) (716) 216(g) 216

Net energy trading margins (II) (11) (7) (7)

Energy-related businesses

_________ __________ __________

143 143

__________ __________ __________

140 140

Total Operating Revenues 732 420 1,318 (67) 2,403 734 449 1,081 856 3,120
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Operating Revenues
Utility
PLR intersegment utility

revenue (expense) (d)
Unregulated retail

electric and gas
Wholesale energy marketing

Realized
Unrealized economic

activity
Net energy tTading margins

• Energy-related businesses

____________ ____________ ____________ _____________ ____________ ____________ ____________ ____________ _____________ ____________

Total Operating Revenues

___________ ___________ ___________ ____________ ___________ ___________ ___________ ___________ ____________ ___________

Operating Expenses
fuel
Energy purchases

Realized
Unrealized economic

activity
Other operation and

maintenance 74 12 1,933 77 13 1,884

Depreciation 774 660

Taxes, other than income 67 27 174 77 22 139

Energy-related businesses 363 368

Intercompany eliminations

___________ ___________ ___________ ____________ ___________ ___________ ___________ ___________ ____________ ___________

Total Operating Expenses

Discontinued operations

Total

___________ ___________ ___________ ___________ ___________ ___________ ___________ ___________ ___________ ___________

(a) Represents amounts excluded from Margins.
(b) As reported on the Statements of Income.
(c) Primarily represents WPD’s utility revenue.

(d) Primarily related to PLR supply sold by PPL EnergyPlus to PPL Electric.

(e) Includes economic activity related to fuel as described in “Commodity Price Risk (Non-trading) - Economic Activity” within Note 14 to the financial Statements. The three

and nine months ended September 30, 2012, include pre-tax losses of $17 million and $29 million related to coal contract modification payments. The three and nine months

ended September 30, 2011 include pre-tax credits of $6 million and $56 million for the spent nuclear fuel litigation settlement.

(1) Represents energy-related economic activity as described in” Commodity Price Risk (Non-trading) - Economic Activity” within Note 14 to the Financial Statements, For the

three and nine months ended September 30, 2012, “Wholesale energy marketing - Realized” and “Energy purchases - Realized” include net pre-tax losses of $1 million and

$34 million related to the monetization of certain fsill-reqtnrement sales contracts. The three and nine months ended September 30, 2011 include net pre-tax losses of $40

million and $184 million related to the monetization of certain full-requirement sales contracts and net pre-tax gains of $6 million and $17 million related to the amortization

of option premiums.
(g) Represents energy-related economic activity, which is subject to fluctuations in value due to market price volatility, as described in” Commodity Price Risk (Non-trading) -

Economic Activity” within Note 14 to the Financial Statements.

(h) Represents the net of certain revenues and expenses associated with certain businesses that are classified as discontinued operations. These revenues and expenses are not

reflected in “Operating Income” on the Statements of Income.

2012 Three Months

Unregulated
Kentucky PA Gross Gross

Gross Delivery Energy
Margins Margins Margins Other (a)

Uperating Expenses
Fuel
Energy purchases

Realized
Unrealized economic

activity
Other operation and

maintenance
Depreciation
Taxes, other than income
Energy-related businesses

Intercompany eliminations
Total Operating Expenses

Total

Kentucky
Operating Gross
Income (b) Margins

570 245249 310 11(e)

27 137 418 1(0

(569)(g)

PA Gross
Delivery
Margins

2011 Three Months

Unregulated
Gross

Energy Operating
Margins Other (a) Income (b)

338 20(e) 603

362583 32 171 119 40(f)

(569) 176(g) 176

28 25 1 596 650 26 30 679 735

13 265 278 12 240 252

23 11 56 90 24 8 5$ 90

137 137 135 135

(1) 1 (1) 1

317 184 741 497 1,739 315 224 466 1,348 2,353

$ 415 $ 236 $ 577 $ (564) $ 664 $ 419 $ 225 $ 615 $ (492) $ 767

2012 Nine Months

Kentucky
Gross

Margins

PA Gross
Delivery
Margins

2011 Nine Months

Unregulated Unregulated

Gross Kentucky PA Gross Gross

Energy Operating Gross Delivery Energy Operating

Margins Other (a) Income (b) Margins Margins Margins Other (a) Income (b)

7

$ 2,095 $ 1,303 $ 1,614 (c) $ 5,012 $ 2,139 $ 1,444

(61) $ 61

63$ (18)(g) 620

3,353 14(0 3,367

(322)(g) (322)

___________ ___________ ___________

380 380

___________ ___________

2,095 1,242 4,059 1,668 9,064 2,139

__________

677 695 33 (e) 1,405

135 410 1,669 39(f) 2,253

(420)(g) (420)

76
39

7 14

$ 1,112(c) $ 4,695

(15) $ 15

509 8(g) 517

2,635 42 (1) 2,677

229 (g) 229
14

___________ ___________

387 387

1,429 3,173 1,778 8,519

666 872 (46)(e) 1,492

179 591 496 201 (f) 1,467

49 (g) 49

67
37

2,095
813
268
363

___________

(3) 2 1

___________ ___________

(9) 3

927 548 2,405 2,897 6,777 949 736 1,406

___________ ___________ ___________ ___________ ___________ ___________ ___________

12

S 1,168 $ 694 $ 1.654 S (1.229) $ 2,287 $ 1,190 $ 693 $ 1,779

2,041
697
238
368

6,352

$ 2.167

6
3,261

(12)(h)

$ (1,495)

11$



Chapges in Non-GAAP financial Measures

e following table shows PPL’s three nou-GAAP financial measures for the periods ended September 30 as well as the change between

nods. The factors that gave rise to the changes are described below the table.

Three Months Nine Months

2012 2011 Change 2012 2011 Change

Kentucky Gross Margins $ 415 $ 419 S (4) S 1,168 $ 1,190 $ (22)

PA Gross Delivery Margins by Component
Distribution $ 185 $ 179 5 6 $ 544 $ 560 $ (16)

Transmission 51 46 5 150 133 17

Total $ 236 $ 225 $ 11 $ 694 $ 693 $ 1

Unregulated Gross Energy Margins by Region
Non-trading

EastemU.S. S 521 S 530 $ (9) 5 1,417 $ 1,502 $ (85)

Westem U.S. 67 92 (25) 230 263 (33)

Netenergytrading (11) (7) (4) 7 14 (7)

Total $ 577 $ 615 $ (38) $ 1,654 $ 1,779 $ (125)

Kentucky Gross Maigins

Margins decreased for the nine months ended September 30, 2012 compared with the same period in 2011, primarily due to $16 million of

lower retail margins, as volumes were impacted by unseasonably mild weather during the first four months of 2012, and $6 million of lower

wholesale margins, as volumes were impacted by lower market prices. Total heating degree days decreased 24% compared to the same period

in 2011.

Pennsylvania Gross Delivery Margins

Distribution

Margins decreased for the nine months ended September 30, 2012 compared with the same period in 2011, primarily due to an $18 million

‘ “favorable effect of mild weather early in 2012. The three and nine-month periods were impacted by a $7 million charge recorded in 2011 to

,.duce a portion of the transmission service charge regulatory asset associated with a 2005 undercollection that was not included in any

subsequent rate reconciliations filed with the PUC.

Transin ission

Margins increased for the three and nine-month periods ended September 30, 2012, compared with the same periods in 2011, primarily due to

increased investment in plant and the recovery of additional costs through the FERC fomula-based rates.

Unregulated Gross Ener’ Margins

Eastern US.

The changes in non-trading margins for the periods ended September 30, 2012 compared with 2011 were due to:

Three Months Nine Months

Baseload energy prices $ (44) $ (132)

Baseload capacity prices 3 (47)

Intennediate and peaking capacity prices 5 (22)

Impact of non-core generation facilities sold in the first quarter of 2011 (12)

full-requirement sales contracts 3 (10)

Net economic availability of coal and hydroelectric units (7) 12

Retail electric 5 12

bonwood acquisition which eliminates tolling expense (a) 14 27

Nuclear generation volume (b) 11 93

Other
1 (6)

$ (9) $ (85)

(a) See Note 8 to the financial Statements for additmnal infonnation.

(b) Volumes were higher for the nine-month period due to a shorter outage period for blade inspections, an unplanned outage in March 2011 and an uprate in the third quarter of

• 2011. Volumes were higher for the three-month period due to higher availability in 2012.
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Western U.S.

on-trading margins for the three and nine months ended September 30, 2012 compared with the same periods in 2011 were lower due to $14

illion and $31 million of lower wholesale sales, including $10 million and $23 million related to the bankruptcy of SMGT. The three-month

ieriod was also lower due to $5 million of higher fuel costs.

Utility Revenues

The increase (decrease) in utility revenues for the periods ended September 30, 2012 compared with 2011 was due to:

Three Months Nine Months

Domestic:
PPLElectric(a) $ (11) $ (141)

LKE(b)
(4) (45)

Total Domestic
(15) (186)

U.K.
PPL ‘71W

Price(c) 14 69

Volume (d) (2) (17)

Recovery of allowed revenues (e) 3 (8)

foreign currency exchange rates (7) (15)

Other
5 2

Total PPL W’W 13 31

WI?]) Midlands (f)
20 472

Total U.K.

______________

503

Total
$ 18 $ 317

(a) See Pennsylvania Gross Delivery Margins” for further information.

(b) See “Kentucky Gross Margins’ for further information.
(c) The three- and nine-month periods were impacted by a price increase effective April 1, 2012. The nine-month period was also impacted by a price increase effective April 1,

2011.
(d) The decrease for the nine-month period is primarily due to the downturn in the economy and the unfavorable effect of weather.

fe) The decrease for the nine-month period is primarily due to a 2012 charge to income for the over-recovery of revenues from Customers.

(f) The increase for the three-month period is primarily due to a price increase effective April 1, 2012. The nine-month period ended September 30, 2012 is not comparable to

(
2011 as 2011 includes only five months of WPD Midlands results.

,.ther Operation and Maintenance

The increase (decrease) in other operation and maintenance expense for the periods ended September 30, 2012 compared with 2011 were due

to:

Three Months Nine Months

Domestic:
Uncollectible accounts (a) $ (5) $ 11

LKE coal plant maintenance costs (b) 13

LIKE storm costs (c) 6

PPL Susquehanna nuclear plant costs (d) 8 27

Ironwood Acquisition (e) 4 13

PUC-reportable storm costs, net of insurance recoveries (3) (18)

Costs at Westem fossil and hydroelectric plants (4) (9)

Costs at Eastem fossil and hydroelectric plants (0 9 (4)

Payroll-related costs - PPL Electric 9 16

Vegetation management 3 12

Stock based compensation 2 15

Other
20

U.K.:
PPLWW(g) 4 21

WPDMidlands(h)
(114) (69)

Total
$ (85) $ 54

(a) In October 2011, SMGT filed for bankruptcy protection under Chapter 11 of the U.S. Bankruptcy Code. The increase for the nine-month period primarily reflects an $11

million increase to a reserve on SMGT unpaid aniounts.
(b) The increase for the nine-month period is primarily due to an increased scope of scheduled outages.

(c) A credit to establish a regulatory asset was recorded in the first quarter of 2011 related to 2009 storm costs.

(U) Primarily due to refueling outage costs, payroll-related costs and timing of projects.

(e) There are no comparable amounts in the 2011 periods as the bonwood Acquisition occurred in April 2012.

(f) The increase for the three-month period is primarily due to a planned outage at PPL Brunner Island in September 2012.

(g) The increase for the nine-month period includes $15 million of higher pension expense resulting from an increase in amortization of actuarial losses and $8 million of higher

network maintenance expense.
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(h) The decrease for the three-month period is primarily due to lower charges recorded as a result of the acquisition, including $85 million for severance compensation, early

retirement deficiency costs and outplacement services for employees separating from WPD Midlands and $5 million of other acquisition-related adjustments, and a decrease

in pension costs of $6 million. The nine-month period ended September 30, 2012 is not comparable to 2011 as 2011 includes only five months of WPD Midlsnds’

results. The nine-month period also reflects $81 million of lower charges recorded as a result of the acquisition for severance compensation, early retirement deficiency costs

and outplacement services for employees separating from WPD Midlands and $12 million of lower other acquisition-related costs.

Jepreciation

The increase (decrease) in depreciation expense for the periods ended September 30, 2012 compared with 2011 was due to:

Three Months Nine Months

Additions to PP&E $ 16 $ 52

WPD Midlands (a) 6 59

fronwood Acquisition (Note 8) 7 11

Other
(3) (6)

Total
$ 26 $ 116

(a) The nine-month period ended September 30, 2012 is not comparable to 2011 as 2011 includes only five months of WPD Midlands’ results.

Taxes, Other Than Income

The increase in taxes, other than income for the nine months ended September 30, 2012 compared with 2011 was due to:

Nine Months

Pennsylvania rosa receipts tax (a) $ (14)

Domestic property tax 7

WPD Midlands (b) 31

Other
6

Total
$ 30

(a) The decrease for the nine-month period is primarily due to a decrease in taxable electric revenue. This tax is included in’ Unregulated Grosa Energy Margins” and

“Pennsylvania Gross Delivery Margins.”
(b) The nins-month period ended September 30, 2012 is not comparable to 2011 as 2011 includes only five months of WPD Midlands’ results.

Other Income (Expense) - net

e increase (decrease) in other income (expense) - net for the periods ended September 30, 2012 compared with 2011 was due to:

Three Months Nine Months

Change in the fair value of economic foreign currency exchange contracts (Note 14) $ (58) $ (51)

Net hedge gains associated with the 2011 Bridge Facility (a) (55)

Foreign currency bat on 2011 Bridge Facility (b) 57

Gain on redemption of debt (c) (22) (22)

WPD Midlanda acquisition-related adjusmenta in 2011 (Note 8) 57

Eaminge (losses) from equity method investments (2) (8)

Other
1 (7)

Total
$ (SI) $ (29)

(a) Represents a gain on foreign currency contracts that hedged the repayment of the 2011 Bridge Facility borrowing.

(b) Represents a foreign currency loss related to the repayment of the 2011 Bridge Facility borrowing.

(c) in July 2011, as a result of PPL Electric’s redemption of 7.125% Senior Secured Bonds due 2013, PPL recorded a gain on the accelerated amortization of the fair value

adjustment to the debt recorded in connection with previoualy settled fair value hedges.

See Note 12 to the Financial Statements for further details.

Interest Expense

The increase (decrease) in interest expense for the periods ended September 30, 2012 compared with 2011 was due to:
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i11 Bridge Facility costs related to financing the acquisition of WPD Midlands $ (43)

11 Equity Units (a)
13

hong-term debt interest expense (b)
(11)

Short-tenn debt interest expense (c)
(11)

Hedging activity and ineffectiveness 25

Inflation adjustment on U.K. Index-linked Senior Unsecured Notes (11)

Net amortization of debt discounts, premiums and issuance costs (5)

V/PD Midlands (d)
77

Ironwood Acquisition (Note 8) 8

Other
3 (6)

Total
$ $ $ 36

(a) Interest related to the issuance in April 2011 to support the WPD Midlands acquisition.

(b) The decrease was primarily due to the redemption of $250 million of 7.0% Senior Notes due 2046 in July 2011 along with the repayment of $500 million of 6.4% Senior

Notes and subsequent issuance of $500 million of 4.6% Senior Notes, both in the fourth quarter of 2011.

(c) The decrease was primarily due to lower interest rates on 2012 short-term borrowings.

(d) The nine-month period ended September 30, 2012 is not comparable to 2011 as 2011 includes only five months of WPD Midlands results.

Income Taxes

Lower pre-tax book income (131)

State valuation allowance adjustments (a) (9)

Federal and state tax reserve adjustments (8)

Federal and state tax retum adjustments 2

U.S. income tax on foreign eamings net of foreign tax credit (b)
foreign tax reserve adjustments (c)
Net operating loss cariyforward adjustments (d)
Depreciation not normalized (a)
WPD Midlands (e)
State deferred tax rate change (0
ther

))tal

____________ ____________

(a) In Febmaty 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 mcorne tax purposes. Due to the decrease m projected taxable income related to bonus depreciation, PPL recorded an $11 million state deferred income tax expense

during the nine months ended September 30, 2011 related to valuation allowances.

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. The federal provision for 100% bonus depreciation generally applies to property placed in service before January 1, 2012. The placed in-service deadline is

extended to January 1,2013 for property that exceeds £1 million, has a production period longer than one year and has a tax life of at least 10 years.

(b) During the three and nine months ended September 30, 2011, PPL recorded a $7 million and S21 million federal income tax benefit related to U.K. pension contributions.

(c) During the nine months ended September 30, 2012, PPL recorded a tax benefit following resolution of a U.K. tax issue related to interest expense.

(d) During the nine months ended September 30, 2012, PPL recorded adjustments to deferred taxes related to net operating loss carryfonvards of LKE based on income tax

retum adjustments.
(e) The increase for the three-month period was due to an increase in pre-tax book income, which increased taxes by $30 million, partially offset by an incremental $6 million

deferred tax benefit related to the 2012 U.K. Finance Act compared with the 2011 U.K. Finance Act. The nine-month period ended September 30, 2012 is not comparable to

2011 as 2011 includes only five months of WPD Midlands’ results.

(f) Dtiring the three and nine months ended September 30, 2012, PPL recorded adjustments related to state deferred tax liabilities.

See Note 5 to the Financial Statements for additional information on income taxes.

income (Loss) from Discontinued Operations (net of income taxes)

Loss from discontinued operations increased by $8 million for the nine months ended September 30, 2012, compared with 2011. The increase

was primarily related to an adjustment to a liability for indetirnifications related to the termination of the WKE lease in 2009.

Three Months Nine Months

$ (1)
(4)

6
(3)
(6)

9
4

The increase (decrease) in income taxes for the periods ended September 30, 2012 compared with 2011 was due to:

Three Months Nine Months

$ (108) $
2

(6)

9 27
(5)
(9)

(1) 1
25 86
(6) (17)
(8) (2)

$ (93) $ (65)

122



Noncontrolling Interests

Cash and cash equivalents

Short-term investments

Short-term debt

PPL Energy Supply Credit Facilities
PPL Electric Credit Facilities (a)
LG&E Credit Facility

KU Credit Facilities (b)

Total Domestic Credit Facilities (c) (U)

PPL WW Credit Facility (e)
VPD (South West) Credit Facility (0
WPD (East Midlands) Credit Facility

WPD (West Midlands) Credit Facility

Total WPD Credit facilities (g)

‘Net Income Attributable to Noncontrolling Interests” decreased by $5 million and $9 million for the three and nine months ended

ptember 30, 2012 compared with 2011. The decrease is primarily due to PPL Electric’s June 2012 redemption of all 2.5 million shares of its

ireference stock. The price paid was the par value, without premium ($250 million in the aggregate).

Financial Condition

Liquidity and Capital Resources

PPL had the following at:

September 30, 2012 December 31, 2011

$ 946 $ 1,202
16

$ 946 $ 1,218

S 526 S 578

capital expenditures of $2.1 billion;
the payment of $623 million of common stock dividends;

the redemption of preference stock of a subsidiary of $250 million;

the retirement of long-term debt of $105 million;

the Ironwood Acquisition for $84 million, net of cash acquired;

net cash provided by operating activities of $2.1 billion; and

proceeds of $824 million from the issuance of long-term debt.

Credit Facilities

• an increase of $185 million in net income, when adjusted for non-cash components; and

• a decrease of $39 million in defined benefit plan funding.

At September 30, 2012, $360 million of cash and cash equivalents were denominated in GB?. If these amounts would be remitted as

dividends, PPL may be subject to additional U.S. taxes, net of allowable foreign tax credits. Historically, dividends paid by foreign

subsidiaries have been distributions of the current year’s earnings. See Note 5 to the Financial Statements in PPL’s 2011 form 10-K for

additional information on undistributed earnings of WPD.

The $256 million decrease in PPL’s cash and cash equivalents position was primarily the net result of:

PPL’s cash provided by operating activities increased by $248 million for the nine months ended September 30, 2012 compared with

2011. The increase was primarily due to:

PPL maintains credit facilities to provide liquidity and to backstop commercial paper issuances. At September 30, 2012, PPL’s total committed

borrowing capacity under its credit facilities and the use of this borrowing capacity were:

Letters of
Credit Issued

and
Committed Commercial Unused

Capacity Borrowed Paper Backstop Capacity

$ 594 $ 2,606
1 399

400

________________

198 400

$ 793 $ 3,805

107 nIa £ 43
ma 245

300

__________________ __________________ __________________

300

£ 107 £ 88$

$ 3,200
400
400
598

$ 4,598

£ 150 £
245
300
300

£ 995
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(a) In April 2012, PPL Electric increased the capacity of its syndicated credit facility from $200 million to $300 million.

Committed capacity includes a $100 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 wsbilled 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 $100 million from a commercial paper conduit sponsored by a financial institution. At September 30, 2012, based on accounts

receivable and unbilled revenue pledged, the amount available for borrowing under the facility was $100 million. In July 2012, PPL Electric and the subsidiary reduced the

capacity from $150 million and in September 2012 extended the agreement to September 2013.
(b) In August 2012, the KU letter of credit facility agreement was amended and restated to allow for certain payments under the letter of credit facility to be converted to loans

rather than requiring immediate payment
(c) The conmiitments under PPL’s domestic credit facilities are provided by a diverse bank group, with no one bank and its affiliates providing an aggregate conunitment of more

than 9% of the total committed capacity.
(d) In November 2012, the syndicated credit facilities were amended so extend the expiration dates to November 2017 for PPL Energy Supply, LG&E and KU and to October

2017 for PPL Electric. In addition, LG&E increased the credit facility capacity to $500 million.
(e) The amount outstanding at September 30, 2012 was a USD-denominased borrowing of$17l million, which equated to £107 million at the time of borrowing and bore interest

at 0.8818%.
(f) In January 2012, WPD (South West) entered into a £245 million 5-year syndicated credit facility to replace its previous £210 million 3-year syndicated credit facility. Under

the facility, WPD (South West) has the ability to make cash borrowings but cannot request the lenders to issue letters of credit. WPD (South West) pays customary

commitment fees under sins facility and borrowings bear interest at LIBOR-based rates plus a margin. The credit facility contains financial covenants that require WPD

(South West) to maintain an interest coverage ratio of not less than 3.0 times consolidated earnings before income taxes, depreciation and amortization and total net debt not

in excess of 85% of its RAV, in each case calculated in accordance with the credit facility.
(g) At September 30, 2012, the U.S. dollar equivalent of unused capacity under WPD’s committed credit facilities was $1.4 billion. The commitments under V/PD’s credit

facilities are provided by a diverse bank group with no one bank providing more than 16% of the total committed capacity.

See Note 7 to the financial Statements for further discussion of PPLs credit facilities.

Commercial Paper

th February 2012, LG&E and KU each established a commercial paper program for up to $250 million to provide an additional financing
source to fund their short-term liquidity needs, if and when necessary. Commercial paper issuances are supported by LG&E’s and KU’s
Syndicated Credit Facilities. LG&E and KU had no commercial paper outstanding at September 30, 2012.

In April 2012, PPL Energy Supply increased the capacity of its commercial paper program from $500 million to $750 million to provide an
additional fmancing source to fund its short-term liquidity needs, if and when necessary. Commercial paper issuances are supported by PPL
Energy Supply’s Syndicated Credit Facility. At September 30, 2012, PPL Energy Supply had $355 million of commercial paper outstanding,
included in “Short-term debt” on the Balance Sheet, at a weighted-average interest rate of 0.48%.

May 2012, PPL Electric increased the capacity of its commercial paper program from $200 million to $300 million to provide an additional
-.inancing source to fund its short-term liquidity needs, if and when necessary. Commercial paper issuances are supported by PPL Electric’s

Syndicated Credit Facility. PPL Electric had no commercial paper outstanding at September 30, 2012.

Lone-term Debt and Equity Securities

In April 2012, PPL made a registered underwritten public offering of 9.9 million shares of its common stock. In conjunction with that offering,
the underwriters exercised an option to purchase 591 thousand additional shares of PPL common stock solely to cover over-allotments.

In connection with the registered public offering, PPL entered into forward sale agreements with two counterparties covering the 9.9 million
shares of PPL common stock. Settlement of these initial forward sale agreements will occur no later than April 2013. As a result of the
underwriters’ exercise of the overallotment option, PPL entered into additional forward sale agreements covering the additional 591 thousand
shares of PPL common stock. Settlement of the subsequent forward sale agreements will occur in July 2013. Upon any physical settlement of

any forward sale agreement, PPL will issue and deliver to the forward counteqJarties shares of its common stock in exchange for cash proceeds
per share equal to the forward sale price. The forward sale price will be calculated based on an initial forward price of $27.02 per share
reduced during the period the contracts are outstanding as specified in the forward sale agreements. PPL may, in certain circumstances, elect
cash settlement or net share settlement for all or a portion of its rights or obligations under the forward sale agreements.

PPL will not receive any proceeds or issue any shares of common stock until settlement of the forward sale agreements. PPL intends to use any
net proceeds that it receives upon settlement to repay short-term debt obligations and for other general corporate purposes.
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The forward sale agreements are classified as equity transactions. As a result, no amounts will be recorded in the consolidated financial
statements until the settlement of the forward sale agreements. Prior to those settlements, the only impact to the fmancial statements will be the
inclusion of incremental shares within the calculation of diluted EPS using the treasury stock method.

n April 2012, an indirect, wholly owned subsidiary of PPL Energy Supply completed the fronwood Acquisition. See Note $ to the Financial
Statements for infonnation on the transaction mid the long-term debt of PPL Ironwood, LLC assumed through consolidation as part of the
acquisition.

In April 2012, WPD (East Midlands) issued £100 million aggregate principal amount of 5.25% Senior Notes due 2023. WPD (East Midlands)
received proceeds of approximately £111 million, which equated to $178 million at the time of issuance, net of underwriting fees. The net
proceeds were used for general corporate purposes.

In June 2012, LIKE completed an exchange of all its outstanding 4.375% Senior Notes due 2021 issued in September 2011 in a transaction not
registered under the Securities Act of 1933, for similar securities that were issued in a transaction registered with the SEC. See Note 7 in PPLs
and LKE’s 2011 Form 10-K for additional information.

In June 2012, PPL Capital funding issued $400 million of 4.20% Senior Notes due 2022. The notes may be redeemed at PPL Capital
funding’s option any time prior to maturity at make-whole redemption prices. PPL Capital Funding received proceeds of $396 million, net of a
discount and underwriting fees, which were used for general corporate purposes.

In June 2012, PPL Electric redeemed all 2.5 million shares of its 6.25% Series Preference Stock, par value $100 per share. The price paid for
the redemption was the par value, without premium ($250 million in the aggregate). At December 31, 2011, the preference stock was reflected

in “Noncontrolling Interests” on PPL’s Balance Sheet.

In August 2012, PPL Capital Funding redeemed at par, plus accrued interest, the $99 million outstanding principal amount of its 6.85% Senior

Notes due 2047.

In August 2012, PPL Electric issued $250 million of 2.50% first Mortgage Bonds due 2022. The notes may be redeemed at PPL Electric’s
option any time prior to maturity at make-whole redemption prices. PPL Electric received proceeds of $247 million, net of a discount and
undenriting fees. The net proceeds were used to repay short-term indebtedness incurred to fund PPL Electric’s redemption of its 6.25% Series
Preference Stock in June 2012 and for other general corporate purposes.

October 2012, PPL Capital funding issued $400 million of 3.50% Senior Notes due 2022. The notes maybe redeemed at PPL Capital
-.1’unding’s option any time prior to maturity at make-whole redemption prices. PPL Capital Funding received proceeds of $397 million, net of

an underwriting discount and fees, which will be used to repay short-term debt obligations, including commercial paper borrowings and for
general corporate purposes.

See Note 7 in PPL’s 2011 Form 10-K for information on the 2010 Equity Units (with respect to which the related $Ll50 billion of Notes are
expected to be remarketed lii 2013), the 2011 Bridge Facility, the 2011 Equity Units and the April 2011 issuance of common stock.

Common Stock Dividends

In August 2012, PPL declared its quarterly conunon stock dividend, payable October 1, 2012, at 36.0 cents per share (equivalent to $1.44 per
annum). Future dividends, declared at the discretion of the Board of Directors, will be dependent upon future earnings, cash flows, fmancial
and legal requirements and other factors.

Rating Agency Actions

Moody’s, S&P and Fitch periodically review the credit ratings on the debt 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 fri higher borrowing costs and reduced access to capital markets.
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As a result of the passage of the Dodd-Frank Act, 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
atings assigned by the rating agencies to PPL and its subsidiaries and their respective securities may be found, without charge, on each of the
spective rating agencies’ websites, which ratings together with all other information contained on such rating agency websites is, hereby,

cp1icitly not incorporated by reference in this report.

The rating agencies took the following actions related to PPL and its subsidiaries:

In January 2012, S&P affirmed its rating and revised its outlook for PPL Montana’s Pass Through Certificates due 2020.

In February 2012, Fitch assigned ratings to the two newly established commercial paper programs for LG&E and KU.

In March 2012, Moody’s affirmed the following ratings:
• the long-term ratings of the First Mortgage Bonds for LG&E and KU:
• the issuer ratings for LG&E and KU; and
• the bank loan ratings for LG&E and KU.

Also in March 2012, Moody’s and S&P each assigned short-term ratings to the two newly established commercial paper programs for LG&E
and KU.

In March and May 2012, Moody’s, S&P and Fitch affirmed the long-term ratings for LG&E’s 2003 Series A and 2007 Series B pollution
control bonds.

Following the announcement of the then-pending acquisition of AES Ironwood, L.L.C. in February 2012, the rating agencies took the
following actions:
• In March 2012, Moody’s placed AES fronwood, L.L.C.’s senior secured bonds under review for possible ratings upgrade.
• In April 2012, S&P affirmed the rating of AES Ironwood, L.L.C.s senior secured bonds.

In May 2012, Fitch downgraded its rating and revised its outlook for PPL Montana’s Pass Through Certificates due 2020.

In June 2012, Fitch assigned a rating and outlook to PPL Capital Funding’s $400 million of 4.20% Senior Notes.

.i August 2012. Fitch assigned a rating and outlook to PPL Electric’s $250 million First Mortgage Bonds.

In August 2012, S&P and Moody’s assigned a rating to PPL Electric’s $250 million First Mortgage Bonds.

In October 2012. Fitch affirmed the long-term issuer default rating and senior unsecured rating of PPL WW, WPD (South Wales) and WPD
(South West).

In October 2012. Moody’s, S&P and Fitch assigned a rating to PPL Capital Funding’s $400 million of 3.50% Senior Notes.

In October 2012, S&P affirmed its rating for PPL.

In November 2012, S&P revised its outlook for PPL Montana’s Pass Through Certificates due 2020.

Ratings Triggers

PPL and PPL Energy Supply 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
that require PPL and PPL Energy Supply to post additional collateral or permit the counterparty to terminate the contract, if PPL’s or PPL
Energy Supply’s 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 September 30, 2012. At September 30, 2012, if PPL’s and its subsidiaries’ credit ratings had been below investment
grade, PPL would have been required to prepay or post an additional $486 million of collateral to counterparties 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.
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Capital Expenditures

Capital expenditure plans are revised periodically to reflect changes in operational, market and regulatory conditions. PPL has lowered its

ojected enviroimiental capital spendiiig for the period 2012 through 2016 by approximately $0.5 billion from the previously disclosed $3.4

Jillion projection of enviroimiental capital spending included in PPLs 2011 Form 10-K. The lower projected capital spending is based on

current project evaluations and pricing contained in contracts executed to date for environmental construction projects. PPL continues to

evaluate potential new generation supply sources, including self-build options and power sourced from the market, as an alternative to

installing additional emission control equipment at E.W. Brown, which is jointly dispatched for LG&E and KU, and in lieu of the terminated

Bluegrass CTs acquisition discussed in Notes 6 and 8 to the Financial Statements. PPL expects to complete its evaluation during the first half

of2013. The outcome of that evaluation may lead to additional changes in projected capital spending.

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 2011 Form 10-K.

Risk Management

Market Risk

See Notes 13 and 14 to the Financial Statements for information about PPL’s risk management objectives, valuation teclmiques 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.

Conan odity 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 contracts. This

Ionomic
activity is subject to changes in fair value due to market price volatility of the input and output commodities (e.g., fuel and

bwer). Although they do not receive hedge accounting treatment, these transactions are considered non-trading activity. The fair value of

‘economic positions at September 30, 2012 and December 31, 2011 was a net asset/(liabititv) of $491 million and $(63) million. The change in

fair value is largely attributable to the dedesignation of cash flow hedges that are now classified as economic hedges. See Note 14 to the

Financial Statements for additional information.

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 range in maturity through 2019.

The following table sets forth the changes in the net fair value of non-trading commodity derivative contracts for the periods ended

September 30. See Notes 13 and 14 to the Financial Statements for additional information.

Gains (Losses)

Three Months Nine Months

2012 2011 — 2012 2011

Fair value of contracts outstanding at the beginning of the period $ 961 S 894 S 1,082 S 956

Contracts realized or othense sertled during the period (224) (100) (764) (237)

Fair value of new contracts entered into during the period (a) (11) 4 1 19

Other changes in fair value (101) 46 306 106

Fair value of contracts outstanding at the end of the period S 625 $ 844 $ 625 $ 844

(a) Represents the fair value of contracts at the end of the quarter of their inception.
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The following table segregates the net fair value of non-trading commodity derivative contracts at September 30, 2012, based on the level of
obsen’ability of the information used to determine the fair value.

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 observable inputs (Level 2) $ 520 $ 94 $ (19) $ 7 $ 602
Prices based on significant unobservable inputs (Level 3) 11 8 4

_________________

23

fairvalue of contracts outstanding atthe end of theperiod $ 531 $ 102 $ (15) $ 7 $ 625

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 could 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 PPLs 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 finn
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. In connection with its bankruptcy proceedings, a significant counterparty, SMGT, had been purchasing lower volumes of electricity
than prescribed in the contract and effective April 1, 2012 the contract was terminated. PPL Energy Supply cannot predict the prices or other
terms on which it will be able to market to third parties the power that SMGT will not purchase from PPL EnergyPlus due to the termination of
this contract. See Note 10 to the Financial Statements for additional information.

Commodity Price Risk (Trading)

PPLs trading commodity derivative contracts range in maturity through 2017. The following table sets forth changes in the net fair value of
trading commodity derivative contracts for the periods ended September 30. See Notes 13 and 14 to the financial Statements for additional
information.

Gains (Losses)
Three Months Nine Months

2012 2011 2012 2011

Fair value of contracts outstanding at the beginning of the period $ 17 $ 15 5 (4) $ 4
Contracts realized or otherwise settled during the period 17 (10) 16 (7)
Fair value of new contracts entered into during the period (a) 13 (2) 1$ 6
Other changes in fair value (15) 4 2 4

Fair value of contracts outstanding at the end of the period $ 32 $ 7 $ 32 $ 7

(a) Represents the fair value of contracts at the end of the quarter of their inception.

Unrealized gains of approximately $4 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 September 30, 2012, based on the level of
obsetwability of the information used to determine the fair value.

Net Asset (Liability)
Maturity Maturity
Less Than Maturity Maturity in Excess Total Fair

1 Year 1-3 Years 4-5 Years ot5 Years Value

S 1$ $ 11 $ 1 $ 30
2

_______ _______ _______

2
$ 20 $ 11 $ 1 $ 32

Source of fair Value
Prices based on significant observable inputs (Level 2)
Prices based on significant unobservable inputs (Level 3)

Fair value of contracts outstanding at the end of the period
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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
statistical model that attempts to estimate the value of potential loss over a given holding period under normal market conditions at a given

oniidence 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

Nine Months Twelve Months Nine Months Twelve Months
Ended Ended Ended Ended

September 30, December 31, September 30, December 31,
2012 2011 2012 2011

95% Confidence Level, five-Day Holding Period
Penodlnd $ 6 $ 1 $ 10 S 6
Average for the Period 3 3 9 5
High 8 6 11 7
Low 1 1 7 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 September 30, 2012.

Interest Rate Risk

PPL and its subsidiaries issue debt to fmance 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 fmancing, 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 September 30, 2012, PPL’s potential annual exposure to increased interest expense, based on a 10% increase in interest rates, was not

4 Ngnificant.

)
TPL is also exposed to changes m the fair value of its domestic and mtemational debt portfolios. PPL estimated that a 10% decrease m mterest

rates at September 30, 2012 would increase the fair value of its debt portfolio by $609 million.

At September 30, 2012. 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) $ 618 $ (21) $ (14)
Cross-currency swaps (d) 1,262 20 (180)

Economic hedges
Interest rate swaps (e) 179 (62) (3)

(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.
(c) 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. 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. The positions outstanding at
September 30, 2012 mature through 2024.

(d) PPL utilizes cross-currency swaps to hedge the interest payments and principal of WPDs U.S. dollar-denominated senior notes. Wbile 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. The positions outstanding at
September 30, 2012 mature through 202$.

(e) 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 fmancing. While PPL is exposed to changes in the fair value of these
instruments, any realized changes in the fair value of such economic hedges are recoverable through regulated rates and any subsequent changes in fair value of these
derivatives are included in regulatory assets or liabilities. Sensitivities represent a 10% adverse movement in interest rates. The positions outstanding at September 30, 2012
mature through 2033.
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Foreign Currency Risk

PPL is exposed to foreign currency risk, primarily through investments in U.K. affiliates. In addition, PPL’s domestic operations may make

Th1rchases of equipment in currencies other than U.S. dollars.

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 September 30, 2012, PPL had the following foreign currency hedges outstanding:

Effect of a
10%

Adverse
Movement
in foreign

Fair ‘alne, Currency
Exposure Net - Asset Exchange
Hedged (Liability) Rates (a)

Net investment hedges (b) £ 163 $ (1) $ (26)

Economic hedges (c) 1,199 (35) (185)

(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. The positions outstanding at September 30, 2012 mature through

2013. Excludes the amount of an intercompany loan classified as a net investment hedge. See Note 14 to the financial Statements for additional information.

(c) To economically 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 positions outstanding at September 30, 2012 mature through 2014.

NDT funds - Sectwities Price Risk

In connection with certain NRC requirements, PPL Susquehanna maintains trust funds to fund certain costs of decommissioning the PPL
Susquehanna nuclear plant (Susquehaima). At September 30, 2012, these funds were invested primarily in domestic equity securities and

fixed-rate, fixed-income securities and are reflected at fair value on the Balance Sheet. The mix of securities is designed to provide returns

pfficient

to fund Susquehannas decommissioning and to compensate for inflationary increases in decommissioning costs. However, the

)juity 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 NOT policy statement. At September 30, 2012, a hypothetical 10% increase in interest rates and a 10% decrease in

equity prices would have resulted in an estimated $49 million reduction in the fair value of the trust assets. See Notes 13 and 17 to the
Financial Statements for additional information regarding the NOT 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 PPLs 2011 form 10-K for additional information.

foreign Currency Translation

The value of the British pound sterling fluctuates in relation to the U.S. dollar. Changes in these exchange rates resulted in a foreign currency

translation gain of $53 million for the nine months ended September 30, 2012, which primarily reflected a $93 million increase to PP&E offset

by an increase of $40 million to net liabilities. Changes in these exchange rates resulted in a foreign currency translation gain of $154 million

for the nine months ended September 30, 2011, which primarily reflected a $242 million increase to PP&E offset by an increase of $88 million

to net liabilities. The impact of foreign currency translation is recorded in AOCI.

Related Part’ Transactions

PPL is not aware of any material ownership interests or operating responsibility by senior management of PPL, PPL Energy Supply, PPL

Electric. LKE. LG&E or KU in outside partnerships, including leasing transactions tvith variable interest entities or other entities doing

business with PPL. See Note 11 to the financial Statements for additional information on related party transactions.
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Acquisitions, Development and Divestitures

See Note 8 to the Financial Statements for information on the April 2012 lronwood Acquisition and LG&E’s and KU’s June 2012 termination
the asset purchase agreement for the Bluegrass CTs.

See Note 8 to the financial Statements in this form 10-Q and Note 10 to the financial Statements in PPLs 2011 Form 10-K for information on
PPLs April 2011 acquisition of WPD Midlands.

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

Extensive federal, state and local environmental laws and regulations are applicable to PPLs air emissions, water discharges and the
management of hazardous and solid waste, among other areas; and the cost of compliance or alleged non-compliance cannot be predicted with
certainty but could be material. In addition, costs may increase significantly if the requirements or scope of environmental laws or regulations,
or similar rules, are expanded or changed by the relevant regulatory agencies. Costs may take the form of increased capital or operating and
maintenance expenses; monetary fmes, penalties or other restrictions. Many of these environmental law considerations are also applicable to
the operations of key suppliers, or customers, such as coal producers and industrial power users, and may impact the cost of their products or
their demand for PPL’s services. See Note 10 to the Financial Statements in this Form 10-Q and “Item 1. Business - Environmental Matters” in
PPL’s 2011 Form 10-K for a discussion of environmental matters.

New Accounting Guidance

See Notes 2 and 18 to the Financial Statements for a discussion of new accounting guidance adopted and pending adoption.

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 fmancial 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,

( “Icome taxes, regulatory assets and liabilities and business combinations - purchase price allocation. See “Item 7. Management’s Discussion
—dnd Analysis of Financial Condition and Results of Operations” in PPL’s 2011 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

e following should be read in conjunction with PPL Energy Supply’s Condensed Consolidated financial Statements and the accompanying
Notes and with PPL Energy Supply’s 2011 Form 10-K. Capitalized terms and abbreviations are defmed in the glossary. Dollars are in
millions, unless otherwise noted.

“Management’s Discussion and Analysis of Financial Condition and Results of Operations” includes the following information:

“Overview” provides a description of PPL Energy Supply and its business strategy, a summary of Net Income Attributable to PPL
Energy Supply Member and a discussion of certain events related to PPL Energy Supply’s results of operations and fmancial
condition.

• “Results of Operations” provides a summary of PPL Energy Supply’s earnings and a description of factors expected to impact future
earnings. This section ends with explanations of significant changes in principal items on PPL Energy Supply’s Statements of Income,
comparing the three and nine months ended September 30, 2012 with the same periods in 2011.

• “financial Condition - Liquidity and Capital Resources” provides an analysis of PPL Energy Supply’s liquidity position and credit
profile. This section also includes a discussion of rating agency actions.

• “Financial Condition - Risk Management” provides an explanation of PPL Energy Supply’s risk management programs relating to
market and credit risk.

Overview

Introduction

PPL Energy Supply is an energy company with headquarters in Allentown, Pennsylvania. Through its subsidiaries, PPL Energy Supply is
primarily engaged in the generation and marketing of electricity in two key markets - the northeastern and northwestern U.S.

(usiness Strategy

14L Energy Supply’s overall strategy is to achieve disciplined optimization of energy supply margins while mitigating volatility in both cash
flows and earnings. More specifically, PPL Energy Supply’s strategy is to optimize the value from its competitive generation and marketing
portfolios. PPL Energy Supply endeavors to do this by matching energy supply with load, or customer demand, under contracts of varying
durations with creditworthy counterparties to capture profits while effectively managing exposure to energy and fuel price risk, counterparty
credit risk and operational risk.

To manage fmancing costs and access to credit markets, a key objective of PPL Energy Supply’s business strategy is to maintain a strong credit
profile. PPL Energy Supply continually focuses on maintaining an appropriate capital structure and liquidity position. In addition, PPL Energy
Supply has financial and operational risk management programs that, among other things, are designed to monitor and manage its exposure to
earnings and cash flow volatility related to changes in energy and fuel prices, interest rates, counterparty credit quality and the operating
performance of its generating units.

Financial and Operational Developments

Net Income Attributable to PPL Energy Supply Member

Net Income Attributable to PPL Energy Supply Member for the three and nine months ended September 30, 2012 was $54 million and $382
million compared to $169 million and $472 million for the same periods in 2011, representing decreases of 68% and 19% from the same
periods in 2011.

See “Results of Operations” for details of special items and analysis of the consolidated results of operations.
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Economic and Market Conditions

Unregulated gross energy margins associated with PPL Energy Supply’s competitive generation and marketing business are impacted by
(Nanges in market prices and demand for electricity and natural gas, power plant availability, competition in the markets for retail customers,

Jiel costs and availability, fuel transportation costs and other costs. Current depressed wholesale market prices for electricity and natural gas
have resulted from general weak economic conditions and other factors, including the impact of expanded domestic shale gas development. As
a result of these factors, PPL Energy Supply has experienced a shift in the dispatching of its competitive generation from coal-fired to
combined-cycle gas-fired generation as illustrated in the following table:

Average Utillzation Factors (a)
2009-2011 YTD2O12

Pennsylvania coal plants 89% 70%
Montana coal plants / 87%
Combined-cycle gas plants 70% 96%

(a) All periods reflect the nine months ending September 30.

This reduction in coal-fired generation output had resulted in a surplus of coal inventory at certain of PPL Energy Supply’s Pennsylvania coal
plants. To mitigate the risk of exceeding available coal storage, PPL Energy Supply incurred pre-tax charges of $17 million and $29 million
during the three and nine months ended September 30, 2012 to reduce its 2012 and 2013 contracted coal deliveries. PPL Energy Supply will
continue to manage its coal inventory to mitigate the fmancial impact and physical implications of an oversupply.

In addition, current economic and commodity market conditions indicated a lower value of unhedged future energy margins (primarily in 2014
and forward years) compared to the hedged energy margins in 2012. As has been PPL Energy Supply’s practice in periods of changing
business conditions, PPL Energy Supply continues to review its future business and operational plans, including capital and operation and
maintenance expenditures, as well as its hedging strategies.

PPL Energy Supply’s businesses are also subject to extensive federal, state and local environmental laws, rules and regulations. PPL Energy
Supply’s competitive generation assets are well positioned to meet these requirements. See Note 10 to the Financial Statements in this Form
10-Q and Note 15 to the Financial Statements in PPL Energy Supply’s 2011 Form 10-K for additional information on these requirements. As a
result of these requirements, PPL Energy Supply announced in September 2012 its intention, beginning in April 2015, to place its Corette plant
in long-term reserve status, suspending the plant’s operation due to expected market conditions and the costs to comply with the Mercury and
ir Toxics Standards. The Corefte plant’s canying value at September 30, 2012 was approximately $67 million. Althou the Corette plant
)as not determined to be impaired at September 30, 2012, it is reasonably possible that an impairment charge could be recorded in the fourth

--quarter of 2012 or in future periods, as higher priced sales contracts settle, adversely impacting projected cash flows.

In light of these economic and market conditions, as well as current and projected environmental regulatory requirements. PPL Energy Supply
considered whether certain of its other generating assets were impaired. and determined that no impairment charges were required at September
30. 2012. PPL Energy Supply is unable to predict whether future environmental requirements or market conditions will result in impairment
charges for other generating assets or additional retirements.

PPL Energy Supply and its subsidiaries may also be impacted in future periods by the uncertainty in the worldwide financial and credit markets
partially caused by the European sovereign debt crisis. In addition, PPL Energy Supply may be impacted by reductions in the credit ratings of
financial institutions and evolving regulations in the financial sector. Collectively, these factors could reduce availability or restrict PPL
Energy Supply and its subsidiaries’ ability to maintain sufficient levels of liquidity, reduce capital market activities, change collateral posting
requirements and increase the associated costs to PPL Energy Supply and its subsidiaries.

PPL Energy Supply cannot predict the future impact that these economic and market conditions and regulatory requirements may have on its
fmancial condition or results of operations.
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Susguehanna Turbine Blade Inspection

PPL Energy Supply previously announced that a shutdown of Unit I of its Susquehanna nuclear power plant in October 2012 will include an
pection of that unit’s turbine blades that could lead to the finalization of a plan to resolve the issue of turbine blade cracking that was first

cIentified in 2011. Unit us expected to resume operations by November 8,2012. PPL Energy Supply plans to take an inspection outage for
Unit 2. The projected pre-tax earnings impact of these inspections, including reduced energy-sales margins and possible repair expenses, is
estimated in the range of $43 million to $58 million ($26 million to $35 million, after-tax), and the ultimate fmancial impact will depend on the
duration of the Unit 2 outage.

Ironwood Acguisition

In April 2012, an indirect, wholly owned subsidiary of PPL Energy Supply completed the acquisition of the equity interests in the owner and
operator of the Ironwood facility. The Ironwood Facility began operation in 2001 and, since 200$, PPL EnergyPlus has supplied natural gas
for the operation of the facility and received the facility’s full electricity output and capacity value pursuant to a tolling agreement that expires
in 2021. The acquisition provides PPL Energy Supply, through its subsidiaries, operational control of additional combined-cycle gas
generation in PJM. See Note $ to the Financial Statements for additional information.

Bankruptcy of SMGT

In October 2011, SMGT, a Montana cooperative and purchaser of electricity under a long-term supply contract with PPL EnergyPlus expiring
in June 2019 (SMGT Contract), filed for protection under Chapter 11 of the U.S. Bankruptcy Code in the U.S. Bankruptcy Court for the
District of Montana. At the time of the bankruptcy filing, SMGT was PPL EnergyPlus’ largest unsecured credit exposure.

The SMGT Contract provided for fixed volume purchases on a monthly basis at established prices. Pursuant to a court order and subsequent
stipulations entered into between the SMGT bankruptcy trustee and PPL EnergyPlus, since the date of its Chapter 11 filing through January
2012, SMGT continued to purchase electricity from PPL EnergyPlus at the price specified in the SMGT Contract, and made timely payments
for such purchases, but at lower volumes than as prescribed in the SMGT Contract. In January 2012, the trustee notified PPL EnergyPlus that
SMGT would not purchase electricity under the SMGT Contract for the month of February. In March 2012, the U.S. Bankruptcy Court for the
District of Montana issued an order approving the request of the SMGT bankruptcy trustee and PPL EnergyPlus to terminate the SMGT
Contract. As a result, the SMGT Contract was terminated effective April 1, 2012, allowing PPL EnergyPlus to resell the electricity previously
contracted to SMGT under the SMGT Contract to other customers.

I EnergyPlus receivable under the SMGT Contract totaled approximately $21 million at September 30. 2012, which has been fully
-t’eserved.

In July 2012, PPL EnergyPlus filed its proof of claim in the SMGT bankruptcy proceeding. The total claim is approximately $375 million,
predominantly an itnsecured claim representing the value for energy sales that will not occur as a result of the termination of the SMGT
Contract. No assurance can be given as to the collectability of the claim.

PPL Energy Supply cannot predict any amounts that it may recover in connection with the SMGT bankruptcy or the prices and other terms on
which it will be able to market to third parties the power that SMGT will not purchase from PPL EnergyPlus due to the termination of the
SMGT Contract.

Results of Operations

The following discussion provides a summary of PPL Energy Supply’s earnings and a description of 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 and nine months ended September 30, 2012 with the same periods in 2011.

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

Net Income Attributable to PPL Energy Supply Member for the periods ended September 30 was:

Three Months Nine Months
2012 2011 2012 2011

NetlncomeAttributabletoPPLEnergySupplyMember $ 54 $ 169 $ 382 $ 472

The changes in the components of Net Income Attributable to PPL Energy Supply Member between these periods were due to the following
factors, which reflect reclassifications for items included in unregulated gross energy margins and certain items that management considers
special. See additional detail of these special items in the tables below.

Three Months Nine Months

Unregulated gross energy margins $ (38) $ (125)
Other operation and maintenance (11) (27)
Depreciation (11) (25)
Other Income (Expense) - net (10)
Interest Expense $ 24
Other 9 6
Income Taxes 25 90
Discontinued operations, after-tax 3
Special items, after-tax (97) (26)

Total $ (115) $ (90)

• See “Statement of Income Analysis - Unregulated Gross Energy Margins - Changes in Non-GAAP Financial Measures’ for an explanation
of Unregulated Gross Energy Margins.

• Higher other operation and maintenance for the three-month period primarily due to $8 million of higher costs at PPL Susquehamia, $7
million due to a planned outage at PPL Brunner Island in September 2012 and $4 million of higher costs from Ironwood as a result of the
acquisition, partially offset by $9 million of trademark royalties with an affiliate in 2011 for which the agreement was terminated
December 31, 2011.

Higher other operation and maintenance for the nine-month period primarily due to $27 million of higher costs at PPL Susquehanna
including refueling outage costs, payroll-related costs and timing of projects, $17 million from higher systems-related costs and timing of
projects and $13 million of higher costs from Ironwood as a result of the acquisition, partially offset by $26 million of trademark royalties
with an affiliate in 2011 for which the agreement was terminated December 31, 2011.

• Higher depreciation for the three and nine-month periods due to the impact of PP&E additions, including $7 million and $11 million due to
the Ironwood Acquisition.

• Lower other income (expense) - net for the nine-month period partly due to lower earnings on securities in the NUT funds.

• Lower interest expense for the three and nine-month periods due to 2011 including the acceleration of deferred financing fees of $7 million
related to the July 2011 redemption of $250 million of 7.00% Senior Notes. In addition, the nine-month period was lower due to a $10
million impact of not replacing the $250 million of debt, a $7 million impact from $500 million in debt that matured in 2011 being
replaced with debt at a lower interest rate, and a $10 million impact from less short-term debt in 2012, partially offset by an $8 million
increase related to the debt assumed through consolidation as a result of the Ironwood Acquisition.

• Lower income taxes for the three-month period primarily due to lower pre-tax income.

Lower income taxes for the nine-month period due to lower pre-tax income, which reduced income taxes by $67 million, $15 million of
net deferred tax benefits from state tax adjustments recorded in 2012 and $6 million of Pennsylvania net operating loss valuation
allowance adjustments recorded in 2011, driven primarily by the impact of bonus depreciation.
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The following after-tax gains (losses), which management considers special items, also impacted the results during the periods ended

September 30.

Income Statement Three Mouths Nine Months

Line Jtem 2012 2011 2012 2011

Adjusted energy-related economic activity, net, net of tax of $63, $8, ($16), ($2)
Impairments:

Emission allowances, net of tax of $0, $0, $0, $1
Renewable energy credits, net of tax of $0, $0, $0, $2
Adjustments - nuclear decommissioning trust investments, net of tax of $0, $2, ($2), $2

LKE acquisition-related adjustments:
Sale of certain non-core generation facilities, net of tax of $0, $0, $0, $0

Other:
Montana hydroelectric litigation, net of tax of $0, $0, $0, $1
Litigation settlement - spent nuclear fuel storage, net of tax of $0, ($2), $0, ($23) (b)
Counterpany bankruptcy, net of tax of $0, $0, $5, $0 (c)
Wholesale supply cost reimbursement, net of tax of $0, $0, $0, $0
Ash basin leak remediation adjustment, net of tax of $0, $0, ($1), $0
Coal contract modification payments, net of tax of $7, $0, $12, $0 (e)

Total

$ (95) $ (10) $ 23 $ 4

Other O&M
Other O&M
Other Income-net (1) 1

Disc. Operations (2)

(2)
33

(10)

_________

(17)

_________

$ (105) $ (8) $ 3 $ 29

(a) See “Reconciliation of Economic Activity” below.
(b) In May 2011, PPL Susquehanna entered into a settlement agreement with the U.S. Govenunent relating to PPL Susquehanna’s lawsuit, seeking damages for the DOE’s

failure to accept spent nuclear fuel from the PPL Susquehanna plant. PPL Susquehauna recorded credits to fuel expense to recognize recovery, ,.mder the settlement

agreement, of certain costs to Store spent nuclear fuel at the Susquehanna plant. The amounts recorded through September 2011 cover the costs incurred from 1998

through December 2010.
(c) In October 2011, a wholesale customer, SMGT, filed for bankruptcy protection under Chapter 11 of the U.S. Bankruptcy code. In 2012, PPL EnergyPlus recorded an

additional allowance for unpaid amounts under the long-term power contract. In March 2012, the U.S. Bankruptcy Court for the District of Montana approved the request

to terminate the contract, effective April 1,2012.
(d) Recorded m”Wholesale energy marketing - Realized” on the Statement of Income.
(e) As a result of lower electricity and natural gas prices, coal unit utilization has decreased. Contract modification payments were incurred to reduce 2012 and 2013

contracted coal deliveries.

Reconciliation ofEconomic Activity

—- .açhe following table reconciles unrealized pre-tax gains (losses) for the periods ended September 30, from the table within Commodity Price

( isk (Non-trading) - Economic Activity” in Note 14 to the financial Statements to the special item identified as “Adjusted energy-related

.dconomic activity, net.”

Operating Revenues
Unregulated retail electric and gas
Wholesale energy marketing

Operating Expenses
Fuel
Energy Purchases

Energy-related economic activity (a)

Option premiums (b)
Adjusted energy-related economic activity
Less: Economic activity realized, associated with the monetization of

certain full-requirement sales contracts in 2010

Adjusted energy-related economic activity, net, pre-tax

Adjusted energy-related economic activity, net, after-tax

Three Months Nine Months

2012 2011 2012 2011

$ (13) $ 4 $ (15) $ 9
(716) 216 (322) 229

3 (28) (11) (16)
569 (176) 420 (49)

(157) 16 72 173

______________

6 1 17

(157) 22 73 190

______________

40 34 184

$ (158) $ (18) $ 39 $ 6

$ (95) $ (10) $ 23 $ 4

(a) See Note 14 to the Financial Statements for additional information.
(b) Adjustment for she net deferral and amortization of option premiums over the delivery period of the item that was hedged or upon realization. Option premiums are recorded

in “Wholesale energy marketing - Realized” and “Energy purchases - Realized” on the Statements of Income.

Outlook

Excluding special items, PPL Energy Supply projects lower earnings in 2012 compared with 2011. The decrease is primarily driven by lower

energy margins as a result of lower energy and capacity prices and lower generation volumes, higher other operation and maintenance expense

and higher depreciation.

(a)

(1)
(3)

Interest Expense
fuel
Other O&M
(d)
Other O&M
Fuel

(1)
4

(6)
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Earnings in 2012 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 Energy Supply’s 2011 form 10-K for a

iscussion of the risks, uncertainties and factors that may impact future earnings.

.tatement of Income Analysis --

Unregulated Gross Energy Margins

Non-GAAP Financial Measure

The following discussion includes fmancial information prepared in accordance with GAAP, as well as a non-GAAP fmancial 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, PPL Energy Supply’s energy revenues, which
include operating revenues associated with certain PPL Energy Supply businesses that are classified as discontinued operations, are offset by
the cost of fuel, energy purchases, certain other operation and maintenance expenses, primarily ancillary charges, gross receipts tax, which is
recorded in “Taxes, other than income,” and operating expenses associated with certain PPL Energy Supply businesses that are classified as
discontinued operations. 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. This
performance measure includes PLR revenues from energy sales to PPL Electric by PPL EnergyPlus, which are recorded in “Wholesale energy
marketing to affiliate” revenue. PPL Energy Supply excludes from “Unregulated Gross Energy Margins” adjusted 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 adjusted energy-related economic activity is the ineffective portion of quali’ing 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. 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. PPL Energy Supply believes that “Unregulated Gross Energy Margins” provides another criterion to make( ovestrnent decisions. This performance measure is used, in conjunction with other information, internally by senior management to manage
,PL Energy Supply’s operations, analyze actual results compared with budget and measure certain corporate financial goals used in

determining variable compensation.

Reconciliation of Non-GAAP Financial Measures

The following tables reconcile “Operating Income” to “Unregulated Gross Energy Margins” as defined by PPL Energy Supply for the periods
ended September 30.

2012 Three Months 2011 Three Months
Unregulated Unregulated
Gross Energy Operating Gross Energy Operating

Margins Other (a) Income (b) Margins Other (a) Income (b)

Operating Revenues
Wholesale energy marketing

Realized $ 1,074 $ 2 (c) S 1,076 $ 897 $ 10 (c) $ 907
Unrealized economic activity (716) (d) (716) 216 (d) 216

Wholesale energy marketing
to affiliate 23 23 5 5

Unregulated retail electric and gas 232 (13) (d) 219 186 4 (d) 190
Net energy trading margins (II) (11) (7) (7)
Energy-related businesses

________________

128 128

________________

130 130

Total Operating Revenues 1,318 (599) 719 1,081 360 1,441

137



2012 Three Months 2011 Three Months

Unregulated Unregulated
Gross Energy Operating Gross Energy Operating( Margins Other (a) Income (b) Margins Other (a) Income (b)

erating Expenses
fuel 310 11 (e) 321 338 20 fe) 358

Energy purchases
Realized 41$ 3 (c) 421 119 42 (c) 161

Unrealized economic activity (569) (d) (569) 176 (d) 176

Energy purchases from affiliate 1 1 1 1

Other operation and maintenance 1 219 220 208 208

Depreciation 73 73 62 62

Taxes, other than income 11 7 18 8 10 1$

Energy-related businesses

________________

125 125

________________

130 130

Total Operating Expenses 741 (131) 610 466 648 1,114

Total $ 577 $ (468) $ 109 $ 615 $ (288) S 327

2012 Nine Months 2011 Nine Months

Unregulated Unregulated
Gross Energy Operating Gross Energy Operating

Itlargins Other (a) Income (b) Margins Other (a) Income (b)

Operating Revenues
Wholesale energy marketing

Realized $ 3,353 $ 14 (c) $ 3,367 $ 2,635 $ 42 (c) $ 2,677

Unrealized economic activity (322) (d) (322) 229 (d) 229

Wholesale energy marketing
to affiliate 61 61 15 15

Unregulated retail electric and gas 638 (15) (d) 623 509 9 (d) 518

Net energy trading margins 7 7 14 14

Energy-related businesses

________________

336 336

________________

354 354

Total Operating Revenues 4,059 13 4.072 3,173 634 3,807

Operating Expenses
fuel 695 33 (e) 728 $72 (46) (e) 826

Energy purchases
Realized 1,669 46 (c) 1,715 496 205 (c) 701

(,\ Unrealized economic activity (420) (d) (420) 49 (U) 49

Energy purchases from affiliate 2 2 3 3

IOther operation and maintenance 12 757 769 13 728 741

Depreciation 206 206 181 181

Taxes, other than income 27 26 53 22 28 50

Energy-related businesses

________________

326 326 350 350

Total Operating Expenses 2,405 974 3.379 1,406 1,495 2,901

Discontinued Operations

________________ ____________________
________________

12 (12) (f)

________________

Total S 1.654 $ (961) $ 693 S 1,779 S (873) $ 906

(a) Represents amounts excluded from Margins.
(b) As reported on the Statements of Income.
(c) Represents energy-related economic activity as described in” Commodity Price Risk (Non-trading) - Economic Activity” within Note 14 to the financial Statements. For the

three and nine months ended September 30. 2012, “Wholesale energy marketing - Realized” and “Energy purchases - Realized” include net pre-tax losses of $1 million and

$34 million related to the monetization of certain full-requirement sales contracts. The three and nine months ended September 30, 2011 include net pre-tax losses of $40

million and $184 million related to the monetization of certain full-requirement sales contracts and net pre-tax gains of 56 million and $17 million related to the amortization

of option premiums.
(d) Represents energy-related economic activity, which is subject to fluctuations in value due to market price volatility, as described in” Commodity Price Risk (Non-trading) -

Economic Activity” within Note 14 to the Financial Statements.
(e) Includes economic activity related to fuel as described in” Commodity Price Risk (Non-trading) - Economic Activity” within Note 14 to the Financial Statements. The three

and nine months ended September 30, 2012 include pre-tax losses of $17 million and $29 million related to coal contract modification payments. The three and nine months

ended September 30, 2011 include pre-tax credits of $6 million and $56 million for the spent nuclear fuel litigation settlement.

(0 Represents the net of certain revenues and expenses associated with certain businesses that are classified as discontinued operations. These revenues and expenses are not

reflected in” Operating income” on the Statements of Income.

Changes in Non-GAAP Financial Measures

Unregulated Gross Energy Margins are generated through PPL Energy Supply’s competitive non-trading and trading activities. PPL Energy

Supply’s non-trading energy business is managed on a geographic basis that is aligned with its generation fleet. The following table shows PPL

Energy Supply’s non-GAAP fmancial measure. Unregulated Gross Energy Margins, for tile periods ended September 30, as well as the change

between periods. The factors that gave rise to the changes are described below the table.
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Three Months Nine Months

2012 2011 Change 2012 2011 Change

on-tTading
Eastern U.S.
Western U.S.

Net energy trading

Total

Eastern US.

$ 521 $ 530 $ (9) $ 1,417 $ 1,502 S (85)

67 92 (25) 230 263 (33)

(11) (7) (4) 7 14 (7)

5 577 $ 615 $ (38) $ 1,654 $ 1,779 $ (125)

The changes in non-trading margins for the periods ended September 30, 2012 compared with 2011 were due to:

Baseload energy prices
Baseload capacity prices
Intermediate and peaking capacity prices
Impact of non-core generation facilities sold in the first quarter of 2011

full-requirement sales contracts
Net economic availability of coal and hydroelectric units
Retail electric
bonwood acquisition which eliminates tolling expense (a)
Nuclear generation volume (b)

Other

Total

Three Months Nine Months

$ (44) $ (132)
3 (47)
5 (22)

(12)
3 (10)

(7) 12
5 12

14 27
11 93

1 (6)

$ (9) S (85)

(a) See Note $ to the Financial Statements for additional information.

(h) Volumes were higher for the nine-month period due to a shorter outage period for blade inspections, an unplanned outage in March 2011 and an uprate in the third quarter of

2011. Volumes were higher for the three-month period due to higher availability in 2012.

Western U.S.

Non-trading margins for the three and nine months ended September 30, 2012 compared with the same periods in 2011 were lower due to $14

million and $31 million of lower wholesale sales, including $10 million and $23 million related to the bankruptcy of SMGT. The three-month

veriod

was also lower due to $5 million of higher fuel costs.

-- ther Operation and Itlaintenance

The increase (decrease) in other operation and maintenance expense for the periods ended September 30, 2012 compared with 2011 was due to:

Three Months Nine Months

(a) Primarily due to refueling outage costs, payroll-related costs and timing ofprojects.

(b) In October 2011, SMGT filed for bankruptcy protection under Chapter 11 of the U.S. Bankruptcy Code. The increase for the nine-month period primarily reflects an $11

million increase to a reserve on SMGT unpaid amounts.

(c) There are no comparable amounts in the 2011 periods as the fronwood Acquisition occurred in April 2012.

(d) Increase for the three-month period primarily due to a planned outage at PPL Bnmner Island in September 2012.

(e) In 2011, PPI Energy Supply was charged trademark royalties by an affiliate. The agreement was terminated December 31, 2011.

(f) Primarily due to systems-related costs and timing of projects.

Total

Susquehanna nuclear plant costs (a) $ 8 S 27

Uncollectible accounts (b)
(2) 9

Ironwood acquisition (c)
4 13

Costs at Western fossil and hydroelectric plants (4) (9)

Costs at Eastern fossil and hydroelectric plants (d) 9 (4)

Gain on disposition of RECs
(2) (8)

Trademark royalties (e)
(9) (26)

Corporate service costs (f)
5 19

Other
3 7

$ 12 S 28
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Depreciation

e increase (decrease) in depreciation expense for the periods ended September 30, 2012 compared with 2011 was due to:

Three Months Nine Months

Additions to PP&E $ 4 $ 14
fronwood Acquisition (Note 8) 7 11

Total $ 11 $ 25

Other Income (Expense) - net

See Note 12 to the Financial Statements for details.

Interest Expense

The increase (decrease) in interest expense for the periods ended September 30, 2012 compared with 2011 was due to:

Three Months Nine Months

Long-term debt interest expense (s) $ (3) $ (13)
Short-term debt interest expense (b) (3) (10)
fronwood Acquisition (Note 8) 8
Net amortizstion of debt discounts, premiums and issuance costs (c) (8) (9)

Other 1 (3)

Total $ (9) $ (27)

(a) The decrease was primarily due to the redemption of $250 million of 7.0% Senior Notes due 2046 in July 2011 along with the repayment of $500 million of 6.4% Senior
Notes and subsequent issuance of $500 million of 4.6% Senior Notes, both in the fourth quarter of 2011.

(b) The decrease was primarily due to lower interest rates on 2012 short-term borrowings.
(c) The three and nine-month periods include the impact of accelerating the amortization of deferred financing fees of $7 million in 2011, due to the July 2011 redemption.

L,,come Taxes
It

The increase (decrease) in income taxes for the periods ended September 30, 2012 compared with 2011 was due to:

Three Months Nine Months

Lower pre-tax book income $ (82) $ (80)
State valuation allowance adjustments (a) 2 (4)
State deferred tax rate change (b) (6) (17)

Other (2) (2)

Total $ (88) $ (103)

(a) In February 2011, tbe 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 m the same year bonus depreciation is allowed for
federal tax purposes. Due to the decrease in projected taxable income related to bonus depreciation, PPL Energy Supply recorded $6 million of state deferred income tax
expense during the nine months ended September 30, 2011 related to valuation allowances on state net operating loss canyforwards.

(b) During the three and nine months ended September 30, 2012, PPL Energy Supply recorded adjustments related to state deferred tax liabilities.

See Note 5 to the Financial Statements for additional information on income taxes.

Financial Condition

Liquidity and Capital Resources

PPL Energy Supply had the following at:

September 30, 2012 December 31, 2011

$ 431 $ 379Cash and cash equivalents

Short-term debt $ 355 $ 400
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The $53 million increase in PPL Energy Supply’s cash and cash equivalents position was primarily the net result of:

• net cash provided by operating activities of $674 million;

contributions from Member of $472 million;
• a net decrease in notes receivable from affiliate of $198 million;

• distributions to Member of $733 million;
• capital expenditures of $460 million; and
• the fronwood Acquisition for $84 million, net of cash acquired.

PPL Energy Supply’s cash provided by operating activities increased by $234 million for the nine months ended September 30, 2012, compared

with 2011. This was primarily due to a $177 million increase in cash from components of working capital (primarily due to changes in

counterparty collateral, partially offset by changes in unbilled revenues and accrued taxes) and a $66 million decrease in defmed benefit plan

funding.

Credit facilities

PPL Energy Supply maintains credit facilities to provide liquidity and to backstop commercial paper issuances. At September 30, 2012, PPL

Energy Supply’s total committed borrowing capacity under its credit facilities and the use of this borrowing capacity were:

Letters of
Credit Issued

and
Committed Commercial Unused
Capacity Borrowed Paper Backstop Capacity

Syndicated Credit Facility (a) $ 3,000 S 468 S 2,532

Letter of Credil Facility 200 n/a 126 74

$

3’OO S 594 5 ‘606
Total PPL Energy Supply Credit Facilities

(b)

________________ ________________ ________________ ________________

(a) In November 2012, PPL Energy Supply amended its syndicated credit facility to extend the expiration date to November 2017.

(b) The conunitments 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 connnitted capacity.

Note 7 to the financial Statements for further discussion of PPL Energy Supply’s credit facilities.

Commercial Paper

In April 2012, PPL Energy Supply increased the capacity of its commercial paper program from $500 million to $750 million to provide an

additional fmancing source to fund its short-term liquidity needs, if and when necessary. Commercial paper issuances are supported by PPL

Energy Supply’s Syndicated Credit Facility. At September 30, 2012, PPL Energy Supply had $355 million of commercial paper outstanding.

included in “Short-term debt” on the Balance Sheet, at a weighted-average interest rate of 0.48%.

Lone-term Debt Securities

In April 2012, an indirect, wholly owned subsidiary of PPL Energy Supply completed the Ironwood Acquisition. See Note $ to the financial

Statements for information on the transaction and the debt of PPL Ironwood, LLC assumed through consolidation as part of the acquisition.

Rating Acency Actions

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 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.
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As a result of the passage of the Dodd-frank Act, 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

C
qr its subsidiaries, or their securities. The ratings assigned by the rating agencies to PPL Energy Supply and its subsidiaries and theft respective

‘)curities may be found, without charge, on each of the respective rating agencies’ websites, which ratings together with all other information
.ontained on such rating agency websites is, hereby, explicitly not incorporated by reference in this report.

The rating agencies took the following actions related to PPL Energy Supply and its subsidiaries:

In January 2012, S&P affirmed its rating and revised its outlook for PPL Montana’s Pass Through Certificates due 2020.

Following the announcement of the then-pending acquisition of AES Ironwood, L.L.C. in February 2012, the rating agencies took the
following actions:

• In March 2012, Moody’s placed AES fronwood. L.L.C.’s senior secured bonds under review for possible ratings upgrade.

• In April 2012, S&P affirmed the rating of AES Ironwood, L.LC.’s senior secured bonds.

• In May 2012, Fitch downgraded its rating and revised its outlook for PPL Montana’s Pass Through Certificates due 2020.

• In November 2012, S&P revised its outlook for PPL Montana’s Pass Through Certificates due 2020.

Ratings Triggers

PPL Energy Supply has 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 that require PPL Energy
Supply to post additional collateral or permit the counterparty to terminate the contract, if PPL Energy Supply’s 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 September 30,
2012. At September 30, 2012, if PPL Energy Supply’s credit rating had been below investment grade, PPL Energy Supply would have been
required to prepay or post an additional $341 million of collateral to counterparties for both derivative and non-derivative commodity and
conimodity-related contracts used in its generation, marketing and trading operations and interest rate contracts.

r additional information on PPL Energy Supply’s liquidi and capital resources, see “Item 7. Management’s Discussion and alysis of
Financial Condition and Results of Operations,” in PPL Energy Supply’s 2011 form 10-K.

Risk Management

Market Risk

See Notes 13 and 14 to the Financial Statements for information about PPL Energy Supply’s risk management objectives, valuation tecimiques
and accounting designations.

The forward-looking inlomiation 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 competitive generation assets, full-requirement
sales contracts and retail contracts. 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 fair value of economic positions at September 30, 2012 and December 31, 2011 was a net asset/(liability) of $491

142



million and $(63) million. The change in fair value is largely attributable to the dedesignation of cash flow hedges that are now classified as

economic hedges. See Note 14 to the financial Statements for additional information.

To hedge the impact of market price volatility on PPL Energy Supply’s energy-related assets, liabilities and other contractual arrangements,

I Energy Supply both sells and purchases physical energy at the wholesale level under fERC market-based tariffs throughout the U.S. and

.ters into fmancial exchange-traded and over-the-counter contracts. PPL Energy Supply’s non-trading commodity derivative contracts range

in maturity through 2019.

The following table sets forth the changes in the net fair value of non-trading commodity derivative contracts for the periods ended

September 30. See Notes 13 and 14 to the Financial Statements for additional information.

Gains (Losses)

2012 2011 2012 2011

S 961 $ $96 $ 1,082 $ 95$
(224) (99) (764) (234)

(11) 4 1 19
(101) 43 306 101

$ 625 $ 844 $ 625 S $44

The following table segregates the net fair value of non-trading commodity derivative contracts at September 30, 2012, based on the level of

observability of the information used to determine the fair value.

Net Asset (Liability)

Source of fair Value
Prices based on significant observable inputs (Level 2)

Prices based on significant unobservable inputs (Level 3)

Fair value of contracts outstanding at the end of the period

( )PL Energy Supply sells electricity, capacity and related services and buys fuel on a forward basis to hedge the value of energy from its

-eneration assets. If PPL Energy Supply were unable to deliver finn 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 could 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, nonperfonnance 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 finn obligations, that it will not be required to pay damages for failure to perform, or that it

will not experience counterparty nonperfonnance in the future. In connection with its bankruptcy proceedings, a significant counterparty,

SMGT, had been purchasing lower volumes of electricity than prescribed in the contract and effective April 1, 2012 the contract was

terminated. PPL Energy Supply cannot predict the prices or other terms on which it will be able to market to third parties the power that

SMGT will not purchase from PPL EnergyPlus due to the tennination of this contract. See Note 10 to the Financial Statements for additional

information.

Commodity Price Risk (Trading)

PPL Energy Supply’s trading commodity derivative contracts range in maturity through 2017. The following table sets forth changes in the net

fair value of PPL Energy Supply’s trading commodity derivative contracts for the periods ended September 30. See Notes 13 and 14 to the

Financial Statements for additional information.

2012 2011 2012 2011

$ 17$ 15$ (4)1 4
17 (10) 16 (7)
13 (2) 18 6

(15) 4 2 4

$ 32 $ 7 S 32 $ 7

Fair value of contracts outstanding at the beginning of the period
Contracts realized or otherwise settled during the period
Fair value of new contracts entered into during the period (a)

Other changes in fair value

Fair value of contracts outstanding at the end of the period

(a) Represents the fair value of contracts at the end of the quarter of their inception.

Three Months Nine Months

Maturity Maturity
Less Than Maturity Maturity in Escess Total Fair

1 Year 1-3 Years 4-5 Years of 5 Years Value

$ 520 $ 94 $ (19) S 7 $ 602
11 $ 4

______________

23

$ 531 $ 102 $ (15) $ 7 $ 625

Fair value of contracts outstanding at the beginning of the period
Contracts realized or otherwise settled during the period
fair value of new contracts entered into during the period (a)

Other changes in fair value

Fair value of contracts outstanding at the end of the period

Gains (Losses)
Three Months Nine Months
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(a) Represents the fair value of contracts at the end of the quarter of their inception.

Umealized gains of approximately $4 million will be reversed over the next three months as the transactions are realized.

e following table segregates the net fair value of trading commodity derivative contracts at September 30, 2012, based on the level of

observability of the information used to determine the fair value.

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 observable inputs (Level 2) $ 1$ $ 11 $ 1 $ 30

Prices based on significant unobservable inputs (Level 3) 2 2

Faiivalueofcontractsoutstandingattheendoftheperiod $ 20 $ 11 $ 1

_____________

S 32

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

Nine Months Twelve Months Nine Months Twelve Months

Ended Ended Ended Ended

September 30, December 31, September 30, December 31,

2012 2011 2012 2011

95% Confidence Level, Five-Day Holding Period
Period End $ 6 S 1 $ 10 $ 6

Average for the Period 3 3 9 5

High $ 6 11 7

Low 1 1 7 4

trading portfolio includes all speculative positions, regardless of the delivery period. All positions not considered speculative are

onsidered 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 September 30. 2012.

Interest Rate Risk

PPL Energy Supply and its subsidiaries issue debt to fmance their operations, which exposes them to interest rate risk. PPL and PPL Energy

Supply utilize various fmancial 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 fmancing, 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 at September 30, 2012.

At September 30, 2012, 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 September 30, 2012 would increase the fair value of its debt portfolio by $56 million.
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NDT funds - Securities Price Risk

n connection with certain NRC requirements, PPL Susquehanna maintains trust funds to fund certain costs of decommissioning the PPL
squehanna nuclear plant (Susquehaima). At September 30, 2012, these funds were invested primarily in domestic equity securities and

ixed-rate, fixed-income securities and are reflected at fair value on the 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 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 September 30, 2012, a hypothetical 10% increase in interest rates and a 10% decrease in

equity prices would have resulted in an estimated $49 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 2011 Form 10-K for additional information.

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, including the April 2012 Ironwood Acquisition.

Environmental Itlatters

Cxtensive

federal, state and local environmental laws and regulations are applicable to PPL Energy Supply’s air emissions, water discharges

d the management of hazardous and solid waste, among other areas; and the costs of compliance or alleged non-compliance cannot be

predicted with certainty but could be material. In addition, cost may increase significantly if the requirements or scope of environmental laws

or regulations, or similar rules, are expanded or changed by the relevant regulatory agencies. Costs may take the form of increased capital or

operating and maintenance expenses; monetary fmes. penalties or other restrictions. Many of these environmental law considerations are also

applicable to the operations of key suppliers, or customers, such as coal producers and industrial power users, and may impact the costs of their

products or their demand for PPL Energy Supply’s services. See Note 10 to the Financial Statements in this Form 10-Q and “Item I. Business -

Environmental Matters” in PPL Energy Supply’s 2011 Form 10-K for a discussion of environmental matters.

New Accounting Guidance

See Notes 2 and 1$ to the Financial Statements for a discussion of new accounting guidance adopted and pending adoption.

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 2011 Form 10-K for a discussion of each critical accounting policy.
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PPL ELECTRIC UTILITIES CORPORATION AND SUBSIDIARIES

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following should be read in conjunction with PPL Electric’s Condensed Consolidated Financial Statements arid the accompanying Notes
and with PPL Electric’s 2011 Form 10-K. Capitalized terms and abbreviations are defmed in the glossary. Dollars are in millions, unless
otherwise noted.

“Managements Discussion and Analysis of Financial Condition and Results of Operations” includes the following information:

• “Overview” provides a description of PPL Electric and its business strategy, a summary of Net Income Available to PPL and a
discussion of certain events related to PPL Electric’s results of operations and fmancial condition.

• “Results of Operations” provides a summary of PPL Electric’s earnings and a description of factors expected to impact future
earnings. This section ends with explanations of significant changes in principal items on PPL Electric’s Statements of Income.
comparing the three and nine months ended September 30, 2012 with the same periods in 2011.

• “Financial Condition - Liquidity and Capital Resources” provides an analysis of PPL Electric’s liquidity position and credit
profile. This section also includes a discussion of rating agency actions.

• “Financial Condition - Risk Management” provides an explanation of PPL Electric’s risk management programs relating to market and
credit risk.

Overview

Introduction

PPL Electric is an electricity transmission and distribution service provider in eastern and central Pennsylvania with headquarters in Allentown,
Pennsylvania. PPL Electric is subject to regulation as a public utility by the PUC, and certain of its transmission activities are subject to the
jurisdiction of FERC under the Federal Power Act. PPL Electric delivers electricity in its Pennsylvania service area and provides electricity

ccpply

to retail customers in that area as a PLR under the Customer Choice Act.

“1usiness Strategy

PPL Electric’s strategy and principal challenge is to own and operate its electricity delivery business at the most efficient cost while
maintaining high quality customer service and reliability. PPL Electric anticipates that it will have significant capital expenditure requirements
for at least the next five years. In order to manage fmancing costs and access to credit markets, a key objective for PPL Electric’s business
strategy is to maintain a strong credit profile. PPL Electric continually focuses on maintaining an appropriate capital structure and liquidity
position.

Timely recovery of costs to maintain and enhance the reliability of its delivery system including the replacement of aging distribution assets is
required in order to maintain strong cash flows and a strong credit profile. Traditionally, such cost recovery would be pursued through periodic
base rate case proceedings with the PUC. As such costs continue to increase, more frequent rate case proceedings may be required or an
alternative rate making process would need to be implemented in order to achieve more timely recovery. See “Regulatory Matters -

Pennsylvania Activities - Legislation - Regulatory Procedures and Mechanisms” in Note 6 to the Financial Statements for information on
Pennsylvania’s new alternative rate-making mechanism.

Transmission costs are recovered through a FERC Formula Rate mechanism, which is updated annually for costs incurred and assets placed in
service. Accordingly, increased costs including those related to the replacement of aging transmission assets and the PJM-apptoved Regional
Transmission Line Expansion Plan are recovered on a timely basis.
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financial and Operational Developments

(et Income Available to PPL

xJet Income Available to PPL for the three and nine months ended September 30, 2012 was $33 million and $95 million compared to $28
million and $116 million for the same periods in 2011, representing an 18% increase over and an 18% decrease from the same periods in 2011.

See “Results of Operations” for a discussion and analysis of PPL Electric’s earnings.

Redemption of Preference Stock

In June 2012, PPL Electric redeemed all 2.5 million shares of its 6.25% Series Preference Stock, par value $100 per share. The price paid for
the redemption was the par value, without premium ($250 million in the aggregate). At December 31, 2011, the preference stock was reflected
on PPL Electric’s Balance Sheets in “Preference stock.”

Hurricane Sandy

In late October 2012, PPL Electric experienced widespread significant damage to its transmission and distribution network from Hurricane
Sandy. The total costs associated with the restoration efforts are still being finalized but are estimated to be in excess of $60 million. PPL
Electric has insurance coverage that could cover a portion of the costs incurred from Hurricane Sandy. PPL Electric will have the ability to file
a request with the PUC for pennission to defer for future recovery certain of the costs incurred to repair the distribution network in excess of
the insurance coverage. Costs incurred to repair the transmission network are recoverable through the FERC Formula Rate mechanism which
is updated annually.

Regional Transmission Line Expansion Plan

On October 1,2012, the National Park Service (NPS) issued its Record of Decision (ROD) on the proposed Susquehanna-Roseland
transmission line affirming the route chosen by PPL Electric and Public Service Electric & Gas as the preferred alternative under the NPS’s
National Environmental Policy Act review. On October 15, 2012, a complaint was filed in the United States District Court for the District of
Columbia by various environmental groups, including the Sierra Club, challenging the ROD and seeking to prohibit its
implementation. Construction activities have begun on portions of the 101-mile route in Pennsylvania. The line is expected to be in service

(efore

the peak sunrmer demand period of 2015. The chosen route had previously been approved by the PUC and New Jersey Board of Public
)tilities. An appeal of the New Jersey Board of Public Utilities approval is pending before the New Jersey Superior Court Appellate

Oivision. PPL Electric cannot predict the ultimate outcome or timing of any further legal challenges to the project. PJM 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 further delay to its scheduled in-service date for the new line.

At September 30, 2012, PPL Electric’s estimated share of the project cost was $560 million, an increase from approximately $500 million at
December 31, 2011, due primarily to increased material costs. See Note $ in PPL Electric’s 2011 form 10-K for additional information.

On October 9, 2012, the FERC issued an order in response to PPL Electric’s December 2011 request for ratemaking incentives for the
Northeast/Pocono Reliability project (a new 58-mile 230 kV transmission line, three new substations and upgrades to adjacent facilities). The
incentives were specifically tailored to address the risks and challenges PPL Electric will face in building the project. The FERC granted the
incentive for inclusion of 100% of prudently incurred construction work in progress (CWIP) costs in rate base and denied the request for a 100
basis point adder to the return on equity incentive. The order requires a follow-up compliance filing from PPL Electric to ensure proper
accounting treatment of AFUDC and CWIP for the project. PPL Electric estimates the project costs to be approximately $180 million.

Legislation - Regulatory Procedures and Mechanisms

In June 2011, the Pennsylvania House Consumer Affairs Committee approved legislation authorizing the PUC to approve regulatory
procedures and mechanisms to provide more timely recovery of a utility’s costs. In the first quarter of 2012, the Governor signed an amended
version of the legislation (Act 11 of 2012), which became effective April 14, 2012. The legislation authorizes the PUC to approve two specific
raternaking mechanisms - a fully projected future test year and, subject to certain conditions, a distribution system improvements charge
(DSIC). Such alternative ratemaking procedures and mechanisms are important to PPL Electric as it begins a period of significant capital
investment to maintain and enhance the reliability of its delivery system, including the replacement of aging distribution assets. In August
2012, the PUC issued a Final Implementation Order adopting procedures, guidelines and a model tariff for the implementation of Act 11 of
2012.
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In September 2012, PPL Electric filed its Long Term Infrastructure Improvement Plan (LTIP) describing projects eligible for inclusion in the
DSIC. In October 2012, several parties filed comments to the LTIP but none of the comments requested evidentiary hearings on the LTIP. A

ecision on the LIIIP is expected in January 2013. PPL Electric expects to file a petition requesting permission to establish a DSIC in January
13 with rates proposed to be effective in April 2013.

fERC Formula Rates

In March 2012, PPL Electric filed a request with the FERC seeking recovery, over a 34-year period beginning in June 2012, of its unrecovered
regulatory asset related to the deferred state tax liability that existed at the time of the transition from the flow-through treatment of state
income taxes to full normalization. This change in tax treatment occurred in 2008 as a result of prior FERC initiatives that transferred
regulatory jurisdiction of certain transmission assets from the PUC to fERC. A regulatory asset of approximately $50 million related to this
transition, classified as taxes recoverable through future rates, is included in “Other Noncurrent Assets - Regulatory assets” on the Balance
Sheets at September 30, 2012 and December 31, 2011. In May 2012, the FERC issued an order approving PPL Electric’s request effective June
1,2012.

Results of Operations

The following discussion provides a summary of PPL Electric’s earnings and a description of 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 and nine months ended September 30, 2012 with the same periods in 2011.

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

Earnings

Net Income Available to PPL for the periods ended September 30 was:

Three Months Nine Months

2012 2011 2012 2011

NetlncomeAvailabletoPPL S 33 $ 28 $ 95 $ 116

fIe changes in the components of Net Income Available to PPL between these periods were due to the following factors which reflect
•ceclassifications for items included in gross delivery margins.

Three Months sine Months

Pennsylvania gross delivery margins $ 11 $
Other operation and maintenance (7) (32)
Depreciation (3) (11)
Other
Income Taxes (2) 9
Distributions on preference stock 8

Total $ 5 $ (21)

• See “Statement of Income Analysis - Pennsylvania Gross Delivery Margins - Changes in Non-GAAP Financial Measures” for an
explanation of Pennsylvania Gross Delivery Margins.

• Higher other operation and maintenance for the three-month period, primarily due to $9 million of higher payroll-related costs, $2 million
of higher vegetation management costs and $2 million of higher corporate service costs, partially offset by $6 million of lower PUC
reportable storm costs.

Higher other operation and maintenance for the nine-month period, primarily due to $16 million of higher payroll-related costs, $10
million of higher vegetation management costs, $7 million of higher corporate service costs and $4 million of higher contractor costs,
partially offset by $13 million of lower PUC-reportable storm costs.

• Higher depreciation for the nine-month period, primarily due to the impact of PP&E additions related to the ongoing efforts to ensure the
reliability of the delivery system and replace aging infrastructure.

• Lower income taxes for the nine-month period, primarily due to lower pre-tax income.
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• Lower distributions on preference stock for the three and nine month periods due to the preference stock redemption in June 2012.

ittlook

±PL Electric projects lower earnings in 2012 compared with 2011, primarily driven by higher other operation and maintenance expense, higher
depreciation and lower distribution revenue, which are expected to be partially offset by higher transmission revenue, lower fmancing costs,
and lower income taxes.

In March 2012, PPL Electric filed a request with the PUC to increase distribution rates by approximately $105 million effective January 1,
2013. The proposed distribution rate increase would result in a 2.9% increase over PPL Electric’s total rates at the time of the request. PPL
Electric’s application includes a request for an authorized return-on-equity of 11.25%. On October 19, 2012, the presiding Administrative Law
Judge (ALl) issued a decision recommending a rate increase of approximately $64 million, which represents an allowed return on equity of
9.74%. Exceptions to the AU’s recommendation are due November 8, 2012. PPL Electric expects to file exceptions, together with certain
other parties, to the AU’s recommended decision. The PUC, which is expected to issue its order on the rate request in December 2012, can
accept, reject or modify the ALTs recommendation. PPL Electric cannot predict the outcome of this proceeding.

Earnings in 2012 and future periods are subject to various risks and uncertainties. See “Forward-Looking Information,” the rest of this Item 2
and Notes 6 and 10 to the Financial Statements in this Form lO-Q and “Item 1. Business” and “Item 1A. Risk Factors” in PPL Electric’s 2011
Form 10-K for a discussion of the risks, uncertainties and factors that may impact future earnings.

Statement of Income Analysis --

Pennsylvania Gross Delivery Margins

Non-GAAP Financial Measure

The following discussion includes fmancial information prepared in accordance with GAAP, as well as a non-GAAP fmancial 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. In calculating this measure, utility
revenues and expenses associated with approved recovery mechanisms, including energy provided as a PLR, are offset with minimal impact on
earnings. Costs associated with these mechanisms are recorded in “Energy purchases,” “Energy purchases from affiliate,” “Other operation and
-naintenance,” which is primarily Act 129 costs, and “Taxes, other than income” which is primarily gross receipts tax. As a result, this measure

)presents the net revenues from PPL Electric’s Pennsylvania regulated electric delivery operations. 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. PPL Electric believes that “Pennsylvania Gross Delivery
Margins” provides another criterion to make investment decisions. This performance measure is used, in conjunction with other information,
internally by senior management to manage PPL Electric’s operations and analyze actual results to budget.

Reconciliation of Non-GAAP Financial Measures

The following tables reconcile “Operating Income” to “Pennsylvania Gross Delivery Margins” as defmed by PPL Electric for the periods ended
September 30.

2012 Three Months 2011 Three Months
PA Gross PA Gross
Delivery Operating Delivery Operating
Margins Other (a) Income (b) Margins Other (a) Income (b)

Operating Revenues
Retail electric $ 443 $ 443 $ 454 $ 454
Electric revenue from affiliate 1 1 1

Total Operating Revenues

_______________ _______________ _______________ _______________ ______________ _______________
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Operating Revenues
Retail electric
Electric revenue from affiliate

Total Operating Revenues

Operating Expenses
Energy purchases
Energy purchases from affiliate
Other operation and maintenance
Depreciation
Taxes, other than income

Total Operating Expenses

Total

137
23

$ 123 148
41 41

1 24
165 373

$ (165) $ 71

410 410
61 61
74 $ 357 431

119 119
5 72

481 1,093
$ (481) $ 213

1,444
9

1,453

S 1,444

_________________

9

________________

1,453

591 591
15 15
77 5 325 402

108 108
6 83

439 1,199
S (439) $ 254

(a) Represents amounts excluded from Margins.
(b) As reported on the Statementa of Income.

hances in Non-GAAP Financial Measures

The following table shows PPL Electric’s non-GAAP fmancial measure, “Pennsylvania Gross Delivery Margins’ for the periods ended
September 30, as well as the change between periods. The factors that gave rise to the change are described below the table.

Three Months Nine Months
2012 2011 Change 2012 2011 Change

$ 185 $ 179 S 6 $ 544 $ 560 $ (16)
51 46 5 150 133 17

$ 236 $ 225 $ 11 $ 694 $ 693 $

Margins decreased for the nine months ended September 30, 2012 compared with the same period in 2011, primarily due to an $18 million
unfavorable effect of mild weather early in 2012. The three and nine-month periods were impacted by a $7 million charge recorded in 2011 to
reduce a portion of the transmission service charge regulatory asset associated with a 2005 undercollection that was not included in any
subsequent rate reconciliations filed with the PUC.

Transmission

Margins increased for the three and nine-month periods ended September 30, 2012. compared with the same periods in 2011, primarily due to
increased investment in plant and the recovery of additional costs through the F ERC formula-based rates.

2012 Three Months

perating Expenses
Energy purchases
Energy purchases from affiliate
Other operation and maintenance
Depreciation
Taxes, other than income

Total Operating Expenses

Total

PA Gross PA Gross
Delivery Operating Delivery
Margins Other (a) Income (b) Margins Other (a)

2011 Three Months

137
23
25

23
208

$ 236

171
5

30

24
230

$ 225

2012 Nine Months

Operating
Income (b)

171
5

146
38
26

386

$ 69

$ 116
38

2
156

$ (156)

2011 Nine Months

Other (a)
Operating
Income (b)

$ 1,303 $
3

1,306

PA Gross
Delivery
Margins

S 1,303
3

1,306

67
612

$ 694

PA Gross
Delivery Operating
Margins Other (a) Income (b)

77
760

$ 693

PA Gross Delivery Margins by Component
Distribution
Transmission

Total

Distribution
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Other Operation and Maintenance

The increase (decrease) in other operation and maintenance expense for the periods ended September 30, 2012 compared with 2011 was due to:

Three Months Nine Months

Payroll-related costs
Contractor-related expenses
Vegetation management
PUC-reportable storm costs, net of insurance recovery
Act 129 Costs
Uncollectible accounts
Allocation of certain corporate support group costs
Other

Total

$ 9 $ 16
4

10
(13)

(6)
3
7

___________________

$
S 2 $ 29

,---Long-term debt interest expense‘ istnbutions on preference stock (a)
.snortization of debt issuance costs
Other

___________ ____________

Higher (lower) pre-tax book income
Federal and State tax reserve adjustments
Federal and state tax return adjustments (a)
Depreciation not normalized (a)
Other

________________ ________________

Total

________________ ________________

(a) In February 2011, the Pennsylvatiia 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 income tax purposes. The 100% Pennsylvania bonus depreciation deduction created a current state income tax benefit for the flow-through impact of Pennsylvania
regulated state tax depreciation. The federal provision for 100% bonus depreciation generally applies to property placed in service before January 1,2012.

See Note 5 to the Financial Statements for additional information on income taxes.

2
(6)
(5)
(1)

2

Depreciation

Depreciation expense increased by $11 million for the nine months ended September 30, 2012 compared with 2011, primarily due to PP&E
additions related to PPL Electric’s ongoing efforts to ensure the reliability of its delivery system and replace aging infrastructure.

Taxes, Other Than Income

Taxes, other than income decreased by $11 million for the nine months ended September 30, 2012 compared with 2011, primarily due to lower
Peimsvlvania gross receipts tax expense due to a decrease in taxable electric revenue. This tax is included in”Pennsylvania Gross Delivery
Margins.”

Financing Costs

The increase (decrease) in financing costs for the periods ended September 30, 2012 compared with 2011 was due to:

Total

(a) Decreases for both periods are due to the June 2012 redemption of all 2.5 million shares of preference stock.

Income Taxes

The increase (decrease) in income taxes for the periods ended September 30. 2012 compared with 2011 was due to:

Three Months Nine Months

$ 1 $ (1)
(4) (8)
(2) 1

_______________________

(1)
S (5) $ (9)

Three Months Nine Months

$ I $ (15)

1 2
$ 2 $ (9)
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Financial Condition

Nquidity and Capital Resources

PPL Electric had the following at:

September 30, 2012 December 31, 2011

Cash and cash equivalents $ 31 $ 320

The $289 million decrease in PPL Electric’s cash and cash equivalents position was primarily the net result of:

• capital expenditures of $407 million;
• redemption of preference stock of $250 million;
• a net increase in notes receivable from affiliate of $210 million;
• the payment of $75 million of common stock dividends to parent;
• net cash provided by operating activities of $261 million;
• long-term debt issuance of $249 million; and
• contributions from parent of $150 million.

Credit Facilities

PPL Electric maintains credit facilities to provide liquidity and to backstop commercial paper issuances. At September 30, 2012, PPL Electric’s
total committed borrowing capacity under its credit facilities and the use of this borrowing capacity were:

Letters of
Credit Issued

and
Committed Commercial Unused
Capacity Borrowed Paper Backstop Capacity

Syndicated Credit Facility (a) (b) $ 300 $ I S 299
‘9set-backed Credit Facility (c) 100

__________________

nla 100

ital PPL Electric Credit facilities $ 400 $ 1 $ 399

(a) The connnitments under this credit facilit’ are provided by a diverse bank group, with no one bank and its affiliates providing an aggregate commitment of more than 7% of
the total committed capacity.

(b) In November 2012, PPL Electric amended its syndicated credit facility to extend the expiration date to October 2017.
(c) 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 $100 million from a commercial paper conduit sponsored by a fmancial institution. At
September 30, 2012, based on accounts receivable and unbilled revenue pledged, the amount available for borrowing under the facility was $100 million. In July 2012, PPL
Electric and the subsidiary extended this agreement to September 2012 and reduced the capacity from $150 million. In September 2012, the agreement was extended to
September 2013.

See Note 7 to the Financial Statements for further discussion of PPL Electric’s credit facilities.

Commercial Paper

In May 2012, PPL Electric increased the capacity of its commercial paper program from $200 million to $300 million to provide an additional
fmancing source to fund its short-term liquidity needs. if and when necessary. Commercial paper issuances are supported by PPL Electric’s
Syndicated Credit Facility. PPL Electric had no commercial paper outstanding at September 30, 2012.

Lone-term Debt and Equity Securities

In June 20J2, PPL Electric redeemed all 2.5 million shares of its 6.25% Series Preference Stock, par value $100 per share. The price paid for
the redemption was the par value, without premium ($250 million in the aggregate). At December 31,2011, the preference stock was reflected
in “Preference stock” on PPL Electric’s Balance Sheet.

In August 2012, PPL Electric issued $250 million of 2.50% First Mortgage Bonds due 2022. The notes may be redeemed at PPL Electric’s
option any time prior to maturity at make-whole redemption prices. PPL Electric received proceeds of $247 million, net of a discount and
underwriting fees. The net proceeds were used to repay short-term indebtedness incurred to fund PPL Electric’s redemption of its 6.25% Series
Preference Stock in June 2012 and for other general corporate purposes.
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Rating Agency Actions

oody’s, S&P and Fitch periodically review the credit ratings on the debt of PPL Electric. Based on theft respective independent reviews, the
ting 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.

As a result of the passage of the Dodd-Frank Act, 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
rating 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.

The rating agencies took the following actions related to PPL Electric:

In August 2012, Fitch assigned a rating and outlook to PPL Electric’s $250 million First Mortgage Bonds.

In August 2012, S&P and Moody’s assigned a rating to PPL Electric’s $250 million First Mortgage Bonds.

For additional information on PPL Electric’s liquidity and capital resources, see “Item 7. Management’s Discussion and Analysis of Financial
Condition and Results of Operations,” in PPL Electric’s 2011 Form 10-K.

Risk Management

Market Risk and Credit Risk

PPL Electric issues debt to finance its operations, which exposes it to interest rate risk. At September 30, 2012, PPL Electric had no potential

I 9r1al
exposure to increased interest expense based on its current debt portfolio.

—IPL Electric is also exposed to changes in the fair value of its debt portfolio. PPL Electric estimated that a 10% decrease in interest rates at
September 30, 2012 would increase the fair value of its debt portfolio by $97 million.

See Notes 13 and 14 to the Financial Statements in this Form l0-Q and “Risk Management” in PPL Electric’s 2011 Form 10-K for additional
information on market and credit risk.

Related Party Transactions

PPL Electric is not aware of any material ownership interests or operating responsibility by senior management of PPL Electric in outside
partnerships, including leasing transactions with variable interest entities or other entities doing business with PPL Electric. See Note 11 to the
Financial Statements for additional information on related party transactions.

Environmental Matters

See Note 10 to the Financial Statements in this Form 10-Q and “Item 1. Business - Environmental Matters” in PPL Electric’s 2011 Form 10-K
for a discussion of environmental matters.
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New Accounting Guidance

ee Notes 2 and 18 to the financial Statements for a discussion of new accounting guidance adopted and pending adoption.

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 fmancial condition or results of operations, and require
estimates or other judgments of matters inherently uncertain: defmed benefits, loss accruals, income taxes, regulatory assets and liabilities and
revenue recognition - unbilled revenue. See “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of
Operations” in PPL Electric’s 2011 Fonn 10-K for a discussion of each critical accounting policy.
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LG&E AND KU ENERGY LLC AND SUBSIDIARIES

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following should be read in conjunction with LKE’s Condensed Consolidated financial Statements and the accompanying Notes and with
LKE’s 2011 Form 10-K. Capitalized terms and abbreviations are defined in the glossary. Dollars are in millions, unless otherwise noted.

Managements Discussion and Analysis of Financial Condition and Results of Operations includes the following information:

• “Overview” provides a description of LKE and its business strategy, a summary of Net Income and a discussion of certain events
related to LKE’s results of operations and fmancial condition.

• “Results of Operations” provides a summary of LKE’s earnings and a description of factors expected to impact future earnings. This
section ends with explanations of significant changes in principal items on LKE’s Statements of Income, comparing the three and nine
months ended September 30, 2012 with the same periods in 2011.

• “Financial Condition - Liquidity and Capital Resources” provides an analysis of LKE’s liquidity position and credit profile. This
section also includes a discussion of rating agency actions.

• “financial Condition - Risk Management” provides an explanation of LIKE’s risk management programs relating to market and credit
risk.

Overview

Introduction

LKE, headquartered in Louisville, Kentucky, is a holding company with utility operations through its subsidiaries, LG&E and KU. LG&E and
KU, which constitute substantially all of LKE’s operations, are regulated utilities engaged in the generation, transmission, distribution and sale
of electricity, in Kentucky, Virginia and Tennessee. LG&E also engages in the distribution and sale of natural gas in Kentucky.

ts
Strategy

LKE’s overall strategy is to provide reliable, safe and competitively priced energy to its customers.

A key objective for LKE is to maintain a strong credit profile through managing financing costs and access to credit markets. LIKE continually
focuses on maintaining an appropriate capital structure and liquidity position.

Financial and Operational Developments

Net Income

Net Income for the three and nine months ended September 30, 2012 was $83 million and $180 million compared to $89 million and $2 17
million for the same periods in 2011 representing decreases of 7% and 17% from the same periods in 2011.

See “Results of Operations” for a discussion and analysis of LKE’s earnings.

Terminated Bluegrass CTs Acquisition

In September 2011, LG&E and KU entered into an asset purchase agreement with Bluegrass Generation for the purchase of the Bluegrass CTs,
aggregating approximately 495 MW, plus limited associated contractual arrangements required for operation of the units, for a purchase price
of$l10 million, pending receipt of applicable regulatory approvals. In May 2012, the KPSC issued an order approving the request to purchase
the Bluegrass CTs. Also in May 2012. the fERC issued an order conditionally authorizing the acquisition of the Bluegrass CTs, subject to
approval by the fERC of satisfactory mitigation measures to address market-power concerns. After a review of potentially available mitigation
options, LG&E and KU determined that the options were not commercially justifiable. In June 2012, LG&E and KU terminated the asset
purchase agreement for the Bluegrass CTs in accordance with its terms and made applicable filings with
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the KPSC and FERC. LG&E and KU are currently assessing the impact of the asset purchase agreement termination and potential future
generation capacity options.

(ThGCC Construction

In September2011, LG&E and KU filed a CPCN with the KPSC requesting approval to build a 640 MW NGCC at the existing Cane Run plant
site in Kentucky. In May 2012, the KPSC issued an order approving the request. LG&E will own a 22% undivided interest and KU will own a
78% undivided interest in the new NGCC. LG&E and KU commenced preliminary construction activities in the third quarter of 2012 and
project construction is expected to be completed by May 2015. The project, which includes building a natural gas supply pipeline and related
transmission projects, has an estimated cost of approximately $600 million.

hi conjunction with this construction and to meet new, more stringent federal EPA regulations with a 2015 compliance date, LG&E and KU
anticipate retiring six older coal-fired electric generating units at the Cane Run, Green River and Tyrone plants, which have a combined
summer capacity rating of 797 MW.

Capital Expenditures

Capital expenditure plans are revised periodically to reflect changes in operational, market and regulatory conditions. LKE has lowered its
projected environmental capital spending for the period 2012 through 2016 by approximately $0.5 billion from the previously disclosed $3.1
billion projection included in LKE’s 2011 Form 10-K. The lower projected capital spending is based on current project evaluations and pricing
contained in contracts executed to date for enviromnental construction projects. LIKE continues to evaluate potential new generation supply
sources, including self-build options and power sourced from the market, as alternatives to installing additional emission control equipment at
E.W. Brown, which is jointly dispatched for LG&E and KU, and in lieu of the terminated Bluegrass CTs acquisition discussed in Notes 6 and 8
to the financial Statements. LKE expects to complete its evaluation during the first half of 2013. The outcome of that evaluation may lead to
additional changes in projected capital spending.

Registered Debt Exchanee Offer by IKE

In June 2012, LKE completed an exchange of all its outstanding 4.375% Senior Notes due 2021 issued in September 2011 in a transaction not
registered under the Securities Act of 1933, for similar securities that were issued in a transaction registered with the SEC. See Note 7 in
LKE’s 2011 Form 10-K for additional information.

)ommercial Paper

In February 2012. LG&E and KU each established a commercial paper program for up to $250 million to provide an additional financing
source to fund their short-term liquidity needs, if and when necessary. Commercial paper issuances are supported by LG&E’s and KU’s
Syndicated Credit Facilities. LG&E and KU had no commercial paper outstanding at September 30, 2012.

Results of Operations

The following discussion provides a summary of LKE’s earnings and a description of 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
LKE’s Statements of Income, comparing the three and nine months ended September 30, 2012 with the same periods in 2011.

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

Earnings

Net Income for the periods ended September 30 was:

Three Months Nine Months
2012 2017 2012 2011

Net Income $ 83 $ $9 $ 180 $ 217
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The changes in the components of Net Income between these periods were due to the following factors, which reflect reclassifications for items
included in margins and certain items that management considers special. See additional detail of these special items in the table below.

Margins
Other operation and maintenance
Depreciation
Taxes, other than income
OtheT
Other Income (Expense) - net
Income Taxes
Special items

Total

Three Months Nine Months

$ (4) S (22)
3 (12)

(2) (8)
(1) (6)
(2) (5)
(4) (13)
4 30

(1)
$ (6) $ (37)

• See Statement of Income Analysis - Margins - Changes in Non-GAAP Financial Measures for an explanation of margins.

• Higher other operation and maintenance for the nine-month period, primarily due to $12 million of higher coal plant maintenance costs
resulting from an increased scope of scheduled plant outages.

• Higher depreciation for the nine-month period, primarily due to PP&E additions.

• Higher taxes, other than income for the nine-month period, primarily due to an increase in property taxes resulting from property additions,
higher assessed values, and changes in property classifications to categories with higher tax rates.

• Lower other income (expense) - net for the nine-month period, primarily due to losses from an equity method investment.

• Lower income taxes for the nine-month period, primarily due to lower pre-tax income.

The following after-tax gains (losses), which management considers special items, also impacted earnings during the periods ended
September 30.

Acquisition-related adjustments:
Net operating loss cartyforward and other tax related adjustments

Other:
Discontinued Operations, net of tax of $0, Si, $4, $1 (a)
Energy-related economic activity, net of tax of SO, (SI), SO, SO

Total

Income Statement
Line Item

Income Taxes and Other O&M

Discontinued Operations
Operating Revenues

Three Months Nine Months
2012 2011 2012 2011

$ 4

$ (1) (5) $ (1)

_____

1

_____

1
$ (1)

________

(a) The nine months ended September 30, 2012 includes an adjustment to an indemnification liability.

Outlook

Excluding special items, LKE projects lower earnings in 2012 compared with 2011 as a result of higher other operation and maintenance
expense, higher depreciation, higher property taxes and losses from an equity method investment.

In June 2012, LG&E and KU filed requests with the KPSC for increases in annual base electric rates of approximately $62 million at LG&E
and approximately $82 million at KU and an increase in aimual base gas rates of approximately $17 million at LG&E. The proposed base rate
increases would result in electric rate increases of 6.9% at LG&E and 6.5% at KU and a gas rate increase of 7.0% at LG&E and would be
effective in January 2013. LG&E’s and KU’s applications include requests for authorized returns-on-equity at LG&E and KU of 11% each. In
November 2012. the KPSC issued an order for a settlement conference to begin on November 13, 2012. A hearing on the original application
and subsequent testimony is scheduled to begin on November 27, 2012. LG&E and KU cannot predict the outcome of these proceedings,
including the possibility of any agreed stipulations or settlement, which would remain subject to KPSC approval. A fmal order may be issued
in December 2012 or January 2013.

Earnings in 2012 and future periods are subject to various risks and uncertainties. See “Forward-Looking Information,” the rest of this Item 2,
Notes 6 and 10 to the Financial Statements in this Fonn 10-Q and “Item I. Business” and “Item 1A. Risk Factors” in LKEs 2011 Form 10-K
for a discussion of the risks, uncertainties and factors that may impact future earnings.
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Statement of Income Analysis --

argins

on-GAAP financial Measure

The following discussion includes fmancial information prepared in accordance with GAAP, as well as a non-GAAP fmancial measure,
“Margins. Margins 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 theft operations. Margins is a
single fmancial performance measure of LKE’s operations. 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. Certain costs associated with these mechanisms, primarily ECR and
DSM, are recorded as “Other operation and maintenance” and “Depreciation.” As a result, this measure represents the net revenues from LKE’s
operations. This performance measure is used, in conjunction with other information, internally by senior management to manage operations
and analyze actual results compared to budget.

Reconciliation of Non-GAAP Financial Measures

The following tables reconcile “Operating Income” to “Margins” as defined by LIKE for the periods ended September 30.

Operating Revenues
Operating Expenses

Fuel
Energy purchases
Other operation and maintenance
Depreciation
Taxes, other than income

Total Operating Expenses

Total

2012 Three Months
Operating

Margins Other (a) Income (b)

$ 732 $ 732

249 249
27 27
2$ $ 158 186
13 74 87

11 11
317 243 560

S 415 $ (243) $ 172

2012 Nine Months

$ 2,095 $ 2,095 $ 2,139 $

677
135
589
259

________________ ________________

34

______________________________ ______________

1,694

______________

$ 401

1 $ 2,140

666
179

499 566
212 249

2$ 2$
739 1,688

$ (738) $ 452

(a) Represents amounts excluded from Margins.
(b) As reported on the Statements of Income.

Changes in Non-GAAP Financial Measures

Margins decreased by $22 million for the nine months ended September 30, 2012 compared with the same period in 2011, primarily due to $16
million of lower retail margins, as volumes were impacted by unseasonably mild weather during the first four months of 2012, and $6 million
of lower wholesale margins, as volumes were impacted by lower market prices. Total heating degree days decreased 24% compared to the
same period in 2011.

2011 Three Months
Operating

Margins Other (a) Income (b)

$ 734 $ 2 $ 736

245 245
32 32
26 161 187
12 72 84

_______________

10 10
315 243 55$

$ 419 $ (241) $ 17$

2011 Nine Months
Operating

Margins Other (a) Income (b)

Operating Revenues
Operating Expenses

Fuel
Energy purchases
Other operation and maintenance
Depreciation
Taxes, other than income

Total Operating Expenses

Total

Operating
Margins Other (a) Income (b)

677
135
76
39

927
$ 1,168

$ 513
220

34
767

$ (767)

666
179
67
37

949
$ 1,190
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Other Operation and Maintenance

Other operation and maintenance increased by $23 million for the nine months ended September 30, 2012 compared with 2011, primarily due

• a $13 million increase in coal plant maintenance costs, including certain amounts included in margins, primarily resulting from an
increased scope of scheduled outages;

• a $6 million credit to establish a regulatory asset was recorded in the first quarter of 2011 related to 2009 storm costs; and
• a $3 million increase in restricted stock awards.

Depreciation

Depreciation increased by $3 million and $10 million for the three and nine months ended September 30, 2012 compared with 2011, primarily
due to PP&E additions.

Taxes, Other Than Income

Taxes, other than income increased by $6 million for the nine months ended September 30, 2012 compared with 2011, primarily due to an
increase in property taxes resulting from property additions, higher assessed values, and changes in property classifications to categories with
higher tax rates.

Other Income (Expense) - net

Other income (expense) - net decreased by $13 million for the nine months ended September 30, 2012, compared with 2011, primarily due to
$8 million in losses from an equity method investment.

Income Taxes

Income taxes decreased by $36 million for the nine months ended September 30, 2012, compared with 2011, primarily due to a $68 million
decrease in pre-tax income and $9 million of adjustments to deferred taxes related to net operating loss carryforwards based on income tax
return adjustments.

e Note 5 to the Financial Statements for additional information on income taxes.

Income (Loss) from Discontinued Operations (net of income taxes)

Loss from discontinued operations increased by $5 million for the nine months ended September 30, 2012, compared with 2011. The increase
was primarily related to an adjustment to the estimated liability for indemnifications related to the termination of the WKE lease in 2009.

financial Condition

Liquidity and Capital Resources

LKE had the following at:

September 30, 2012 December 31, 2011

Cash and cash equivalents $ 90 $ 59

The $31 million increase in LKE’s cash and cash equivalents position was primarily the net result of:

• cash provided by operating activities of $646 million;
• capital expenditures of $525 million; and
• distributions to member of $95 million.

LKEs cash provided by operating activities decreased by $37 million for the nine months ended September 30, 2012, compared with 2011,
primarily due to:
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• a decrease in net income of $37 million due to unseasonably mild weather during the first four months of 2012 and higher operation and
maintenance expenses, adjusted for non-cash effects of $103 million (deferred income taxes and investment tax credits of $114 million and
defmed benefit plans - expense of $8 million, partially offset by depreciation of $10 million and other noncash items of $9 million); and
a decrease in cash inflows related to income tax receivable of $37 million due to fewer income tax payments received from member;
partially offset by
a decrease in cash outflows related to accrued taxes of $49 million primarily due to the timing of property and income tax payments; and

• a decrease in cash outflows of $93 million due to a reduction in discretionary defmed benefit plan contributions.

LKE’s cash used in investing activities increased by $383 million for the nine months ended September 30, 2012, compared with 2011,
primarily due to proceeds from the sale of other investments of $163 million in 2011 and an increase in capital expenditures of $229 million as
a result of increased environmental spending, primarily related to landfills; and infrastructure improvements at generation, distribution and
transmission facilities.

LKE’s cash used in fmancing activities decreased by $292 million for the nine months ended September 30, 2012, compared with 2011,
primarily due to the issuance of long-term debt of $250 million and a repayment on a revolving line of credit of $163 million in 2011 and lower
distributions to member of $3 74 million in 2012.

Credit Facilities

At September 30, 2012, LKE’s total committed borrowing capacity under its credit facilities and the use of this borrowing capacity were:
Committed Letters of Unused
Capacity Borrowed Credit Issued Capacity

LKE Credit Facility with a subsidiaiy of PPL Energy Supply $ 300 $ 300
LG&E Credit facility (a) 400 400
KU Credit Facilities (a) (b) 598

________________

$ 198 400

Total Credit Facilities (c) $ 1,298 $ 19$ $ 1,100

(a) Tn November 2012, LG&E and KU amended the syndicated credit facility to extend the expiration dates to November 2017. In addition, LG&E increased the credit facility
capacity to $500 million.

(b) In August 2012, the KU letter of credit facility agreement was amended and restated to allow for certain payments under the letter of credit facility to be converted to loans
rather than requiring immediate payment.

(c) The commitments under LKE’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; however, the PPL affiliate provides a conitment of approximately 23% of the tol facilities listed above.

/ . .

‘‘See Note 7 to the Financial Statements for further discussion of LKEs credit facilities.

Long-term Debt Securities

LKE’s long-term debt securities activity through September 30, 2012 was:

Debt
Issuances Retirement

Non-cash Exchanges (a)

LKE Senior Unsecured Notes $ 250 $ (250)

(a) In June2012, LKE completed an exchange of all of its outstanding 4.375% Senior Notes due 2021 issued in September 2011, in a transaction not registered under the
Securities Act of 1933, for similar securities that were issued in a transaction registered with the SEC.

See Note 7 to the financial Statements for additional information about long-term debt securities.

Rating Agency Actions

Moody’s. S&P and Fitch periodically review the credit ratings on the debt securities of LKE and its subsidiaries. Based on their respective
independent reviews, the rating agencies may make certain ratings revisions or ratings affirmations.
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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 LKE and its subsidiaries are based on information provided by LKE and other sources. The ratings of Moody’s,
S&P and Fitch are not a recommendation to buy, sell or hold any securities of LKE or its subsidiaries. Such ratings may be subject to revisions

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
ècurities. A downgrade in LKE’s or its subsidiaries’ credit ratings could result in higher borrowing costs and reduced access to capital
markets.

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, LIKE is limiting its credit
rating disclosure to a description of the actions taken by the rating agencies with respect to LKE’s ratings, but without stating what ratings have
been assigned to LIKE or its subsidiaries, or their securities. The ratings assigned by the rating agencies to LIKE and its subsidiaries and their
respective securities may be found, without charge, on each of the respective rating 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.

The rating agencies took the following actions related to LKE and its subsidiaries:

In February 2012, fitch assigned ratings to the two newly established commercial paper programs for LG&E and KU.

In March 2012, Moody’s affirmed the following ratings:
• the long-term ratings of the First Mortgage Bonds for LG&E and KU;
• the issuer ratings for LG&E and KU; and
• the bank loan ratings for LG&E and KU.

Also in March 2012, Moody’s and S&P each assigned short-term ratings to the two newly established commercial paper programs for LG&E
andKU.

In March and May 2012, Moody’s, S&P and fitch affirmed the long-term ratings for LG&E’s 2003 Series A and 2007 Series B pollution
control bonds.

Ratings Triggers

)KE and its subsidiaries have various derivative and non-derivative contracts, including contracts for the sale and purchase of electricity, fuel,
commodity transportation and storage and interest rate instruments, which contain provisions requiring LIKE and its subsidiaries to post
additional collateral, or permitting the counterparty to terminate the contract, if LKE’s or its subsidiaries’ credit ratings 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 September 30,
2012. At September 30, 2012, if LKE and its subsidiaries’ credit ratings had been below investment grade, the maximum amount that LKE
would have been required to post as additional collateral to counterparties was $87 million for both derivative and non-derivative commodity
and commodity-related contracts used in its generation and marketing operations, gas supply and interest rate contracts.

Risk Management

Market Risk

See Notes 13 and 14 to the Financial Statements for information about LKE’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.
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Corn.’noditj’ Price Risk

G&Es and KU’s rates are set by regulatory commissions and the fuel costs incurred are directly recoverable from customers. As a result,
&E and KU are subject to commodity price risk for only a small portion of on-going business operations. LKE conducts energy trading and

isk management activities to maximize the value of the physical assets at times when the assets are not required to serve LG&E’s and KU’s
customers. See Note 14 to the Financial Statements for additional disclosures.

interest Rate Risk

LIKE and its subsidiaries issue debt to fmance their operations, which exposes them to interest rate risk. LKE utilizes various fmancial
derivative instruments to adjust the mix of fixed and floating interest rates in its debt portfolio when appropriate. Risk limits under LKE’s risk
management program are designed to balance risk, exposure to volatility in interest expense and changes in the fair value of LKE’s debt
portfolio due to changes in the absolute level of interest rates.

At September 30, 2012, LKE’s potential annual exposure to increased interest expense. based on a 10% increase in interest rates, was not
significant.

LIKE is also exposed to changes in the fair value of its debt portfolio. LKE estimated that a 10% decrease in interest rates at September 30,
2012, would increase the fair value of its debt portfolio by $117 million.

At September 30, 2012, LKE had the following interest rate hedges outstanding:

Effect of a
Fair Value, 10% Adverse

Exposure Net - Asset Movement
fledged (Liability) (a) in Rates

Economic hedges
Interest rate swaps (b) $ 179 $ (62) S (3)

(a) Includes accrued interest.
(b) LKE utilizes variotis risk management instnnnents 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 fmancing. While LKE is exposed to changes in the fair value of these
instruments, any realized changes in the fair value of such economic hedges are recoverable through regulated rates and any subsequent changes in fair value of these
derivatives are included in regulatory assets or liabilities. Sensitivities represent a 10% adverse movement in interest rates. The positions outstanding at September 30, 2012
mature through 2033.

Credit Risk

See Notes 13 and 14 to the financial Statements in this form I0-Q and “Risk Management - Energy Marketing & Trading and Other - Credit
Risk’ in LKE’s 2011 form 10-K for additional information.

Related Party Transactions

LIKE is not aware of any material ownership interest or operating responsibility by senior management of LKE, LG&E or KU in outside
partnerships, including leasing transactions with variable interest entities, or other entities doing business with LKE. See Note 11 to the
Financial Statements for additional information on related party transactions.

Environmental Matters

Protection of the environment is a major priority for LIKE and a significant element of its business activities. Extensive federal, state and local
environmental laws and regulations are applicable to LIKE’s air emissions, water discharges and the management of hazardous and solid waste,
among other areas, and the costs of compliance or alleged non-compliance cannot be predicted with certainty but could be material. In
addition, costs may increase significantly if the requirements or scope of environmental laws or regulations, or similar rules, are expanded or
changed from prior versions by the relevant agencies. Costs may take the form of increased capital or operating and maintenance expenses;
monetary fmes, penalties or forfeitures; or other restrictions. Many of these environmental law considerations are also applicable to the
operations of key suppliers, or customers, such as coal producers, industrial power users, etc. and may impact the costs for their products or
their demand for LIKEs services. See “Item 1. Business - Environmental Matters” in LKE’s 2011 Form 10-K and Note 10 to the Financial
Statements for a discussion of environmental matters.
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New Accounting Guidance

See Notes 2 and 18 to the Financial Statements for a discussion of new accounting guidance adopted and pending adoption.

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 fmancial condition or results of operations and require
estimates or other judgments of matters inherently uncertain: revenue recognition - unbilled revenue, price risk management, defined benefits,
asset impairment, loss accruals, AROs, income taxes, and regulatory assets and liabilities. See “Item 7. Management’s Discussion and
Analysis of financial Condition and Results of Operations” in LKEs 2011 form 10-K for a discussion of each critical accounting policy.
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LOuISVILLE GAS AND ELECTRIC COMPANY

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following should be read in conjunction with LG&E’s Condensed financial Statements and the accompanying Notes and with LG&E’s2011 Form 10-K. Capitalized terms and abbreviations are defmed in the glossary. Dollars are in millions, unless otherwise noted.

“Management’s Discussion and Analysis of Financial Condition and Results of Operations” includes the following information:

• “Overview” provides a description of LG&E and its business strategy, a summary of Net Income and a discussion of certain eventsrelated to LG&E’s results of operations and fmancial condition.

• “Results of Operations” provides a summary of LG&E’s earnings and a description of factors expected to impact future earnings. Thissection ends with explanations of significant changes in principal items on LG&E’s Statements of Income, comparing the three andnine months ended September 30, 2012 with the same periods in 2011.

• “Financial Condition - Liquidity and Capital Resources” provides an analysis of LG&E’s liquidity position and credit profile. Thissection also includes a discussion of rating agency actions.

• “Financial Condition - Risk Management” provides an explanation of LG&E’s risk management programs relating to market andcredit risk.

Overview

Introduction

LG&E, headquartered in Louisville, Kentucky, is a regulated utility engaged in the generation, transmission, distribution and sale of electricityand the distribution and sale of natural gas in Kentucky.

Business Strategy

overall strategy is to provide reliable, safe and competitively priced energy to its customers.

A key objective for LG&E is to maintain a strong credit profile through managing financing costs and access to credit markets. LG&Econtinually focuses on maintaining an appropriate capital structure and liquidity position.

Financial and Operational Developments

Net Income

Net Income for the three and nine months ended September 30, 2012 was $43 million and $94 million compared to $43 million and $102million for the same periods in 2011 representing an 8% decrease from the nine-month period in 2011.

See “Results of Operations” for a discussion and analysis of LG&E’s earnings.

Terminated Bluegrass CTs Acquisition

In September 2011, LG&E and KU entered into an asset purchase agreement with Bluegrass Generation for the purchase of the Bluegrass CTs.aggregating approximately 495 MW, plus limited associated contractual arrangements required for operation of the units, for a purchase priceof $110 million, pending receipt of applicable regulatory approvals. In May 2012. the KPSC issued an order approving the request to purchasethe Bluegrass CTs. Also in May 2012. the FERC issued an order conditionally authorizing the acquisition of the Bluegrass CTs, subject toapproval by the FERC of satisfactoiy mitigation measures to address market-power concerns. After a review of potentially available mitigationoptions, LG&E and KU determined that the options were not commercially justifiable. In June 2012. LG&E and KU terminated the assetpurchase agreement for the Bluegrass CTs in accordance with its terms and made applicable filings with the KPSC and FERC. LG&E and KUare currently assessing the impact of the asset purchase agreement termination and potential future generation capacity options.
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NGCC Construction

In September 2011, LG&E and KU filed a CPCN with the KPSC requesting approval to build a 640 MW NGCC at the existing Cane Run plant
te in Kentucky. In May 2012, the KPSC issued an order approving the request. LG&E will own a 22% undivided interest and KU will own a

;g% undivided interest in the new NGCC. LG&E and KU commenced preliminary construction activities in the third quarter of 2012 and
project construction is expected to be completed by May 2015. The project, which includes building a natural gas supply pipeline and related
transmission projects, has an estimated cost of approximately $600 million.

In conjunction with this construction and to meet new, more stringent federal EPA regulations with a 2015 compliance date, LG&E and KU
anticipate retiring six older coal-fired electric generating units at the Cane Run, Green River and Tyrone plants, which have a combined
summer capacity rating of 797 MW.

Capital Expenditures

Capital expenditure plans are revised periodically to reflect changes in operational, market and regulatory conditions. LG&E has lowered its
projected environmental capital spending for the period 2012 through 2016 by approximately $0.4 billion from the previously disclosed $1.6
billion projection included in LG&Es 2011 form 10-K. The lower projected capital spending is based on current project evaluations and
pricing contained in contracts executed to date for environmental construction projects. LG&E continues to evaluate potential new generation
supply sources, including self-build options and power sourced from the market, as alternatives to installing additional emission control
equipment at E.W. Brown, which is jointly dispatched for LG&E and KU, and in lieu of the terminated Bluegrass CTs acquisition discussed in
Notes 6 and 8 to the Financial Statements. LG&E expects to complete its evaluation during the first half of 2013. The outcome of that
evaluation may lead to additional changes in projected capital spending.

Commercial Paper

In February 2012, LG&E established a commercial paper program for up to $250 million to provide an additional fmancing source to fund its
short-term liquidity needs, if and when necessary. Commercial paper issuances are supported by LG&E’s Syndicated Credit Facility. LG&E
had no commercial paper outstanding at September 30, 2012.

Results of Operations

‘The

following discussion provides a summary of LG&E’s earnings and a description of factors that management expects may impact future
‘)irnings. This section ends with ‘Statement of Income Analysis,” which includes explanations of significant changes in principal items on

LG&E’s Statements of Income, comparing the three and nine months ended September 30, 2012 with the same periods in 2011.

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

Earnings

Net Income for the periods ended September 30 was:

Three Months Nine Months
2012 2011 2012 2011

Net Income $ 43 $ 43 $ 94 $ 102

The changes in the components of Net Income between these periods were due to the following factors, which reflect reclassifications for items
included in margins.

Three Months Nine Months

Margin S (1) $ (5)
Other operation and maintenance 7
Depreciation (1) (4)
Taxes, other than income (1) (3)
Other (4)

________________

Total $ S (8)
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• See “Statement of Income Analysis - Margins - Changes in Non-GAAP Financial Measures” for an explanation of margins.

Lower other operation and maintenance for the three-month period, due to less storm restoration and tree trimming costs, less gas
operation and maintenance costs, lower bad debt expenses as a result of milder weather and improving economy and lower pensionexpenses.

Outlook

LG&E projects lower earnings in 2012 compared with 2011 as a result of higher other operation and maintenance expense, higher depreciationand higher property taxes.

In June 2012, LG&E filed a request with the KPSC for an increase in annual base electric rates of approximately $62 million and an increase inatmual base gas rates of approximately $17 million. The proposed request would result in a 6.9% increase in the base electric rates and a 7.0%increase in the base gas rates, and would be effective in January 2013. LG&E’s application includes a request for authorized return-on-equityof 11%. In November 2012, the KPSC issued an order for a settlement conference to begin on November 13, 2012. A hearing on the originalapplication and subsequent testimony is scheduled to begin on November 27, 2012. LG&E cannot predict the outcome of these proceedings,including the possibility of any agreed stipulations or settlement, which would remain subject to KPSC approval. A fmal order may be issuedin December 2012 or January 2013.

Earnings in 2012 and future periods are subject to various risks and uncertainties. See “forward-Looking Information,” the rest of this Item 2,Notes 6 and 10 to the Financial Statements in this form 10-Q and “Item 1. Business” and “Item IA. Risk factors” in LG&E’s 2011 form 10-Kfor a discussion of the risks, uncertainties and factors that may impact future earnings.

Statement of Income Analysis--

Margins

Non-GAAP Financial Measure

The following discussion includes financial information prepared in accordance with GAAP, as well as a non-GAAP fmancial measure,“Margins.” Margins is not intended to replace “Operating Income,” which is determined in accordance with GAAP as an indicator of overall

Iperating

performance. Other companies may use different measures to analyze and to report on the results of their operations. Margins is a)ngle fmancia] performance measure of LG&E’s operations. In calculating this measure, utility revenues and expenses associated withâpproved cost recovety tracking mechanisms are offset. These mechanisms allow for recovery of certain expenses, returns on capital
investments associated with environmental regulations and performance incentives. Certain costs associated with these mechanisms, primarilyECR and DSM, are recorded as “Other operation and maintenance” and “Depreciation.” As a result, this measure represents the net revenuesfrom LG&E’s operations. This performance measure is used, in conjunction with other information, internally by senior management tomanage operations and analyze actual results compared to budget.

Reconciliation of Non-GAAP Financial Measures

The following tables reconcile “Operating Income to “Margins” as defined by LG&E for the periods ended September 30.

2012 Three Months 2011 Three Months
Operating Operating

Margins Other (a) Income (b) Margins Other (a) Income (b)

Operating Revenues $ 333 $ 333 $ 339 S 1 $ 340Operating Expenses
Fuel 100 100 98 98Energy purchases 21 2] 31 31Other operation and maintenance 13 S 74 87 10 81 91Depreciation 1 37 3$ 1 36 37Taxes, other than income 6 6 5 5

Total Operating Expenses 135 117 252 140 122 262
Total 198 $ (117) $ $1 $ 199 $ (121) $ 7$
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2012 Nine Months 2011 Nine Months
Operating Operating

Margins Other (a) Income (b) Margins Other (a) Income b)

Jperating Revenues $ 990 $ 990 $ 1,034 $ 1 S 1,035
Operating Expenses

Fuel 281 281 265 265
Energypurchases 119 119 180 Iso
Other operation and maintenance 36 $ 241 277 30 242 272
Depreciation 2 112 114 2 108 110
Taxes, other than income

17 17 14 14
Total Operating Expenses 438 370 808 477 364 841

Total $ 552 $ (370) $ 182 $ 557 $ (363) $ 194

(a) Represents amounts excluded from Margins.
(b) As reported on the Statements of Income.

Changes in Non-GAAP Financial Measures

Margins decreased by $5 million during the nine months ended September 30, 2012 compared with the same period in 2011, primarily due to
$4 million of lower wholesale margins, as volumes were impacted by lower market prices. Retail margins were consistent with the prior year
as increased industrial sales offset declines associated with unseasonably mild weather during the first four months of 2012. Total heating
degree days decreased 28% compared to the same period in 2011.

Other Operation and Maintenance

Other operation and maintenance increased by $5 million for the nine months ended September 30, 2012 compared with 2011, primarily due to
an $8 million increase in coal plant maintenance costs, primarily resulting from an increased scope of scheduled outages. This increase was
offset by a $2 million decrease in pension expense.

Financial Condition

Liquidity and Capital Resources

)G&E had the following at:

September 30, 2012 December 31, 2011

Cash and cash equivalents S 48 $ 25

The $23 million increase in LG&E’s cash and cash equivalents position was primarily the net result of:

• cash provided by operating activities of $267 million, partially offset by
• capital expenditures of $193 million; and
• common stock dividends of $47 million.

LG&E’s cash provided by operating activities decreased by $12 million for the nine months ended September 30, 2012, compared with 2011,
primarily due to:

• a decrease in cash inflows from accounts receivable of $26 million which is primarily the result of a decrease in accounts receivable from
affiliates of $20 million for receivables from KU for TC2 coal inventory and other shared costs and from LKE for income tax sett]ements;
and

• a decrease in coal consumption resulting primarily from lower coal-fired generation due to the mild winter weather and an increase in
combustion turbine generation that led to an increase of $34 million in coal inventory, partially offset by a $7 million greater decline in gas
storage in comparison to 2011; partially offset by

• a decrease in cash outflows of $42 million due to a reduction in discretionary defmed benefit plan contributions.

LG&E’s cash used in investing activities increased by $221 million for the nine months ended September 30, 2012, compared with 2011,
primarily due to proceeds from the sale of other investments of $163 million in 2011 and an increase in capital expenditures of $66 million as a
result of increased environmental spending, primarily related to landfills; and infrastructure improvements at generation, distribution and
transmission facilities.
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LG&E’s cash used in fmancing activities decreased by $183 million for the nine months ended September 30, 2012, compared with 2011,
primarily due to a repayment on a revolving line of credit of $163 million and a net decrease in notes payable with affiliates of $12 million in
2011, along with lower common stock dividends paid to LKE of $8 million in 2012.

..redit Facilities

At September 30, 2012, LG&E’s corurnitted borrowing capacity under its credit facilities and the use of this borrowing capacity were:
Committed Letters of Unused
Capacity Borrowed Credit Issued Capacity

Syndicated Credit Facility (a) (b) $ 400 $ 400

(a) The commitments under LG&Es Syndicated 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 available to LG&E.

(b) In November 2012, LG&E amended the syndicated credit facility to extend the expiration date to November 2017. lii addition, LG&E increased the credit facility capacity to
$500 million.

LG&E participates in an intercompany money pooi agreement whereby LICE an&or KU make available to LG&E funds up to $500 million at
an interest rate based on a market index of commercial paper issues. At September 30, 2012 and December 31, 2011, there was no balance
outstanding.

See Note 7 to the Financial Statements for further discussion of LG&E’s credit facilities.

Rating Agency Actions

Moody’s, S&P and Fitch periodically review the credit ratings on the debt securities of LG&E. 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 LG&E are based on information provided by LG&E and other sources. The ratings of Moody’s, S&P and Fitch
are not a recommendation to buy, sell or hold any securities of LG&E. 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
LG&E’s credit ratings could result in higher borrowing costs and reduced access to capital markets.

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, LG&E is limiting its credit
rating disclosure to a description of the actions taken by the rating agencies with respect to LG&E’s ratings, but without stating what ratings
have been assigned to LG&E’s securities. The ratings assigned by the rating agencies to LG&E and its securities may be found, without
charge, on each of the respective rating 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.

The rating agencies took the following actions related to LG&E:

In February 2012, Fitch assigned ratings to LG&E’s newly established commercial paper program.

In March 2012, Moody’s affirmed the following ratings:
• the long-term ratings of the First Mortgage Bonds for LG&E;
• the issuer ratings for LG&E; and
• the bank loan ratings for LG&E.

Also in March 2012, Moody’s and S&P each assigned short-term ratings to LG&E’s newly established commercial paper program.

In March and May 2012, Moody’s, S&P and Fitch affirmed the long-term ratings for LG&E’s 2003 Series A and 2007 Series B pollution
control bonds.
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Ratings Triggers

LG&E has various derivative and non-derivative contracts, including contracts for the sale and purchase of electricity, the!, commodity
sportation and storage and interest rate instruments, which contain provisions requiring LG&E to post additional collateral, or permitting.ne counterparty to terminate the contract, if LG&E’s 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 thatwould have been required for derivative contracts in a net liability position at September 30, 2012. At September 30, 2012, if LG&E’s creditratings had been below investment grade, the maximum amount that LG&E would have been required to post as additional collateral tocounterparties was $62 million for both derivative and non-derivative commodity and commodity-related contracts used in its generation andmarketing operations, gas supply and interest rate contracts.

Risk Management

Market Risk

See Notes 13 and 14 to the financial Statements for information about LG&E’s risk management objectives, valuation techniques andaccounting designations.

The forward-looking information presented below provides estimates of what may occur in the future, assuming certain adverse marketconditions and mode! 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

LG&E’s rates are set by a regulatory commission and the fuel costs incurred are directly recoverable from customers. As a result, LG&E issubject to commodity price risk for only a small portion of on-going business operations. LG&E conducts energy trading and risk managementactivities to maximize the value of the physical assets at times when the assets are not required to sen’e LG&E’s or KU’s customers. See Note14 to the Financial Statements for additional disclosures.

Interest Rate Risk

--4.G&E issues debt to fmance its operations, which exposes it to interest rate risk. LG&E utilizes various fmancial derivative instruments toç )ust the mix of fixed and floating interest rates in its debt portfolio when appropriate. Risk limits under LG&E’s risk management program—6re designed to balance risk, exposure to volatility in interest expense and changes in the fair value of LG&E’s debt portfolio due to changes inthe absolute level of interest rates.

At September 30, 2012, LG&E’s potential annual exposure to increased interest expense, based on a 10% increase in interest rates, was notsignificant.

LG&E is also exposed to changes in the fair value of its debt portfolio. LG&E estimated that a 10% decrease in interest rates at September 30,2012, would increase the fair value of its debt portfolio by $27 million.

At September 30, 2012, LG&E had the following interest rate hedges outstanding:

Effect of a
fair Value, 10% Adverse

Exposure Net - Asset Movement
fledged (Liability) (a) in Rates

Economic hedges
Interest rate swaps (b) $ 179 $ (62) S (3)

(a) Includes accrued interest.
(b) LG&E utilizes various risk management instiuments to reduce its exposure to the expected future cash flow variability of its debt instruments. These risks include exposureto adverse interest rate movements for outstanding vsrisble rate debt and for future anticipated financing. While LG&E is exposed to changes in the fair vslue of thesesnstrunients, any realized changes in the fair value of such economic hedges are recoverable through regulated rates and any subsequent changes in fair value of thesederivatives are included in regulatory’ assets or liabilities. Sensitivities represent a 10% adverse movement in interest rates. The positions outstanding at September 30, 2012mature through 2033.
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Credit Risk

See Notes 13 and 14 to the financial Statements in this Form 10-Q and ‘Risk Management - Energy Marketing & Trading and Other - Creditin LG&E’s 2011 form 10-K for additional information.

Related Party Transactions

LG&E is not aware of any material ownership interest or operating responsibility by senior management of LG&E in outside partnerships,including leasing transactions with variable interest entities, or other entities doing business with LG&E. See Note 11 to the FinancialStatements for additional information on related party transactions.

Environmental Matters

Protection of the enviromnent is a major priority for LG&E and a significant element of its business activities. Extensive federal, state andlocal environmental laws and regulations are applicable to LG&E’s air emissions, water discharges and the management of hazardous and solidwaste, among other areas, and the costs of compliance or alleged non-compliance cannot be predicted with certainty but could be material. Inaddition, costs may increase significantly if the requirements or scope of environmental laws or regulations, or similar rules, are expanded orchanged from prior versions by the relevant agencies. Costs may take the form of increased capital or operating and maintenance expenses;monetary fmes, penalties or forfeitures; or other restrictions. Many of these environmental law considerations are also applicable to theoperations of key suppliers, or customers, such as coal producers, industrial power users, etc. and may impact the costs for their products ortheir demand for LG&E’s services. See Item 1. Business - Enviromnental Matters” in LG&E’s 2011 Form 10-K and Note 10 to the FinancialStatements for a discussion of environmental matters.

New Accounting Guidance

See Notes 2 and 18 to the Financial Statements for a discussion of new accounting guidance adopted and pending adoption.

Application of Critical Accounting Policies

Financial condition and results of operations are impacted by the methods, assumptions and estimates used in the application of criticalaccounting policies. The following accounting policies are particularly important to the fmancial condition or results of operations and require,,stirnates or other judgments of matters inherently uncertain: revenue recognition - unbilled revenue, price risk management, defined benefits.)set impairment, loss accruals, AROs, income taxes, and regulatory assets and liabilities. See “Item 7. Management’s Discussion and—Analysis of Financial Condition and Results of Operations” in LG&E’s 2011 form 10-K for a discussion of each critical accounting policy.
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KENTUCKY UTILITIES COMPANY

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following should be read in conjunction with KUs Condensed Financial Statements and the accompanying Notes and with KU’s 2011
form 10-K. Capitalized terms and abbreviations are defmed in the glossary. Dollars are in millions, unless otherwise noted.

‘Managements Discussion and Analysis of Financial Condition and Results of Operations” includes the following information:

• “Overview” provides a description of KU and its business strategy, a summary of Net Income and a discussion of certain events
related to KU’s results of operations and financial condition.

• “Results of Operations” provides a summmy of KUs earnings and a description of factors expected to impact future earnings. This
section ends with explanations of significant changes in principal items on KU’s Statements of Income, comparing the three and nine
months ended September 30, 2012 with the same periods in 2011.

• “financial Condition - Liquidity and Capital Resources” provides an analysis of KU’s liquidity position and credit profile. This
section also includes a discussion of rating agency actions.

• “financial Condition - Risk Management” provides an explanation of KU’s risk management programs relating to market and credit
risk.

Overview

Introduction

KU, headquartered in Lexington, Kentucky, is a regulated utility engaged in the generation, transmission, distribution and sale of electricity, in
Kentucky, Virginia and Tennessee.

Business Strategy

overall strategy is to provide reliable, safe and competitively priced energy to its customers.

A key objective for KU is to maintain a strong credit profile through managing fmancing costs and access to credit markets. KU continually
focuses on maintaining an appropriate capital structure and liquidity position.

Financial and Operational Developments

Net Income

Net Income for the three and nine months ended September 30, 2012 was $50 million and $118 million compared to $56 million and $144
million for the same periods in 2011 representing decreases of 11% and 18% from the same periods in 2011.

See “Results of Operations” for a discussion and analysis of KU’s earnings.

Terminated Bluegrass CTs Acquisition

In September 2011, KU and LG&E entered into an asset purchase agreement with Bluegrass Generation for the purchase of the Bluegrass CTs,
aggregating approximately 495 MW, plus limited associated contractual arrangements required for operation of the units, for a purchase price
of $110 million, pending receipt of applicable regulatory approvals. In May 2012, the KPSC issued an order approving the request to purchase
the Bluegrass CTs. Also in May 2012, the FERC issued an order conditionally authorizing the acquisition of the Bluegrass CTs, subject to
approval by the FERC of satisfactory mitigation measures to address market-power concerns. After a review of potentially available mitigation
options, KU and LG&E determined that the options were not commercially justifiable. In June 2012, KU and LG&E terminated the asset
purchase agreement for the Bluegrass CTs in accordance with its terms and made applicable filings with the KPSC and FERC. KU and LG&E
are currently assessing the impact of the asset purchase agreement termination and potential future generation capacity options.
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NGCC Construction

September 2011, KU and LG&E filed a CPCN with the KPSC requesting approval to build a 640 MW NGCC at the existing Cane Run plante in Kentucky. In May 2012, the KPSC issued an order approving the request. KU will own a 78% undivided interest and LG&E will own a
— % undivided interest in the new NGCC. KU and LG&E commenced preliminary construction activities in the third quarter of 2012 andproject construction is expected to be completed by May 2015. The project, which includes building a natural gas supply pipeline and relatedtransmission projects, has an estimated cost of approximately $600 million.

In conjunction with this construction and to meet new, more stringent federal EPA regulations with a 2015 compliance date, KU and LG&Eanticipate retiring six older coal-fired electric generating units at the Cane Run, Green River and Tyrone plants, which have a combinedsummer capacity rating of 797 MW.

Capital Expenditures

Capital expenditure plans are revised periodically to reflect changes in operational, market and regulatory conditions. KU has lowered itsprojected environmental capital spending for the period 2012 through 2016 by approximately $0.1 billion from the previously disclosed $1.5billion projection included in KU’s 2011 Form 10-K. The lower projected capital spending is based on current project evaluations and pricingcontained in contracts executed to date for environmental construction projects. KU continues to evaluate potential new generation supplysources, including self-build options and power sourced from the market, as alternatives to installing additional emission control equipment atE.W. Brown, which is jointly dispatched for KU and LG&E, and in lieu of the terminated Bluegrass CTs acquisition discussed in Notes 6 and 8to the Financial Statements. KU expects to complete its evaluation during the first half of 2013. The outcome of that evaluation may lead toadditional changes in projected capital spending.

Commercial Paper

In February 2012, KU established a commercial paper program for up to $250 million to provide an additional fmancing source to fund itsshort-term liquidity needs, if and when necessary. Commercial paper issuances are supported by KIJs Syndicated Credit Facility. KU had nocommercial paper outstanding at September 30, 2012.

Results of Operations

Ie following discussion provides a summary of KU’s earnings and a description of factors that management expects may impact future‘tamings. This section ends with “Statement of Income Analysis,” which includes explanations of significant changes in principal items onKU’s Statements of Income, comparing the three and nine months ended September 30, 2012 with the same periods in 2011.

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

Earnings

Net Income for the periods ended September 30 was:

Three Months Nine Months
2012 2011 2012 2011

Netlncome $ 50 $ 56 $ 11$ $ 144

The changes in the components of Net income between these periods were due to the following factors, which reflect reclassifications for itemsincluded in margins.
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Three Months Nine Months

Margin
$ (5) $ (17)ther operation and maintenance

(1) (8)preciation
(2) (5)I Jther
(1) (2)Other Income (Expense) - net

1 (6)Income Taxes 2 12
Total $ (6) $ (26)

• See Statement of Income Analysis - Margins - Changes in Non-GAAP Financial Measures” for an explanation of margins.

• Higher other operation and maintenance for the nine-month period primarily due to a $6 million credit recorded in 2011 to establish aregulatory asset related to 2009 storm costs.

• Higher depreciation for the three and nine-month periods primarily due to PP&E additions.

• Lower other income (expense) - net for the nine-month period primarily due to losses from an equity method investment.

• Lower income taxes for the nine-month period primarily due to lower pre-tax income.

Otitlook

KU projects lower earnings in 2012 compared with 2011 as a result of higher other operation and maintenance expense, higher depreciation,higher property taxes and losses from an equity method investment.

In June 2012, KU filed a request with the KPSC for an increase in annual base electric rates of approximately $82 million. The proposed baseelectric rate increase would result in a 6.5% increase over KU’s present rate and would be effective in January 2013. KU’s application includesa request for authorized return-on-equity of 11%. In November 2012, the KPSC issued an order for a settlement conference to begin onNovember 13, 2012. A hearing on the original application and subsequent testimony is scheduled to begin on November 27, 2012. KU cannotpredict the outcome of these proceedings, including the possibility of any agreed stipulations or settlement, which would remain subject toKPSC approval. A final order may be issued in December 2012 or January 2013.

,urnings in 2012 and future periods are subject to various risks and uncertainties. See “forward-Looking Information,” the rest of this Item 2,f’Jotes 6 and 10 to the Financial Statements in this form 10-Q and “Item 1. Business” and “Item 1A. Risk factors” in KU’s 2011 form 10-K fora discussion of the risks, uncertainties and factors that may impact future earnings.

Statement of Income Analysis--

Margins

Non-GAAP financial Measure

The following discussion includes fmancial information prepared in accordance with GAAP, as well as a non-GAAP fmancial measure,“Margins.” Margins is not intended to replace Operating Income,” which is determined in accordance with GAAP as an indicator of overalloperating performance. Other companies may use different measures to analyze and to report on the results of their operations. Margins is asingle fmancial perfonnance measure of KU’s operations. In calculating this measure, utility revenues and expenses associated with approvedcost recovery tracking mechanisms are offset. These mechanisms allow for recovery of certain expenses, returns on capital investmentsassociated with environmental regulations and performance incentives. Certain costs associated with these mechanisms, primarily ICR andDSM, are recorded as “Other operation and maintenance” and “Depreciation.” As a result, this measure represents the net revenues from KU’soperations. This performance measure is used, in conjunction with other infonnation, internally by senior management to manage operationsand analyze actual results compared to budget.
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Reconciliation of Non-GAAP financial Measures

Operating Revenues
Operating Expenses

Fuel
Energy purchases
Other operation and maintenance
Depreciation
Taxes, other than income

Total Operating Expenses
Total

396
76

286
145

17
920

$ 245

$ 1,191

401 401
85 85
37 S 237 274
35 104 139

14 14
355 913

S (355) $ 27$

(a) Represents amounts excluded ftom Margins.
(b) As reported on the Statements of Income.

han es in Non-GAAP financial Measures

argins decreased by $5 million for the three months ended September 30, 2012 compared with the same period in 2011, primarily due to $4million of lower retail margins.

Margins decreased by $17 million for the nine months ended September 30, 2012 compared with the same period in 2011, primarity due to $16million of lower retail margins, as volumes were impacted by unseasonably mild weather during the first four months of2012. Total heatingdegree days decreased 21% as compared to the same period in 2011.

Other Operation and Maintenance

Other operation and maintenance increased by $12 million for the nine months ended September 30, 2012 compared with 2011, primarily dueto a $6 million credit to establish a regulatosy asset was recorded in the first quarter of 2011 related to 2009 storm costs, and a $5 millionincrease in coal plant maintenance costs, primarily resulting from an increased scope of scheduled outages.

Depreciation

Depreciation increased by $2 million and $6 million for the three and nine months ended September 30, 2012 compared with 2011, primarilydue to PP&E additions.

Other Income (Expense) - net

Other income (expense) - net decreased by $6 million for the nine months ended September 30. 2012, compared with 2011, primarily due tolosses from an equity method investsnent.

Income Taxes

thcome taxes decreased by $12 million for the nine months ended September 30, 2012, compared with 2011, primarily due to a $38 milliondecrease in pre-tax income.

e following tables reconcile “Operating Income” to “Margins’ as defined by KU for the periods ended September 30.

2011 Three Months2012 Three Months

Operating
Margins Other (a) Income (b)

S 411 $ 411

149 149
18 1$
16 $ 77 93
12 37 49

5 5
195 119 314

5 216 $ (119) $ 97

2012 Nine Months

Operating
Margins Other (a) Income (b)

$ 419 $ I $ 420

147 147
25 25
14 76 90
12 35 47

5 5
198 116 314

S 221 S (115) $ 106

2011 Nine Months

-
—

Operating
Margins Other (a) Income (b)

Operating Revenues
Operating Expenses

Fuel
Energy purchases
Other operation and maintenance
Depreciation
Taxes, other than income

Total Operating Expenses
Total

$ 1,165 $ 1,165 $ 1,191

Operating
Margins Other (a) Income (b)

396
76
41 $ 245
36 109

17
549 371

$ 616 $ (371)
558

$ 633
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See Note 5 to the Financial Statements for additional information on income taxes.

Financial Condition

.iquidity and Capital Resources

KU had the following at:

September 30, 2012 December 31, 2011
Cash and cash equivalents

$ 42 $ 31
The $11 million increase in KU’s cash and cash equivalents position was the net result of:

• cash provided by operating activities of $410 million; partially offset by
• capital expenditures of $331 million; and
• common stock dividends of $68 million.

KU’s cash provided by operating activities increased by $51 million for the nine months ended September 30, 2012, compared with 2011,primarily due to:

• a decrease in cash outflows for accounts payable to affiliates of $17 million primarily as a result of payables to LG&E for TC2 coalinventory and other shared costs, partially offset by a decrease in income tax settlements with LKE in 2011;• a decrease in cash outflows of $26 million due to a reduction in discretionary defmed benefit plan contributions; and• a decrease in cash outflows related to accrued taxes of $31 million primarily due to the timing of property and income tax payments;partially offset by
• a decrease in cash inflows for accounts receivable of $42 million due to an increase in customer receivables in 2012 resulting fromincreased revenues in 2012 following unseasonably mild weather in December 2011 and the timing of cash receipts and payments, and anincrease in accounts receivable from affiliates balance for income tax settlements with LKE in 2012.

KU’s cash used in investing activities increased by $163 million for the nine months ended September 30, 2012, compared with 2011, due to anincrease in capital expenditures of$163 million as a result of increased enviromnental spending, primarily related to landfills; and

çnfrastructure

improvements at generation, distribution and transmission facilities.

KU’s cash used in financing activities decreased by $32 million for the nine months ended September 30, 2012, compared with 2011, primarilydue to lower common stock dividends paid to LKE of $20 million in 2012.

Credit Facilities

At September 30, 2012, KU’s committed borrowing capacity under its credit facilities and the use of this borrowing capacity were:
Committed Letters of Unused
Capacity Borrowed Credit Issued Capacity

Syndicated Credit Facility (a)
$ 400 $ 400Letter of Credit facility (b) 198

________________

$ 198

________________

Total Credit Facilities (c) $ 598 $ 198 $ 400

(a) In November 2012, KU amended the syndicated credit facility to extend the expiration date to November2017.(b) Tn August 2012, the KU letter of credit facility agreement was amended and restated to allow for certain payments under the letter of credit facility to be converted to loansrather than requiring immediate payment.
fe) The commitments under KUs credit facilities are provided by a diverse bank group, with no one bank and its affiliates providing an aggregate commitment of more than 19%of the total committed capacity available to KU.

KU participates in an intercompany money pool agreement whereby LKE and/or LG&E make available to KU funds up to $500 million at aninterest rate based on a market index of commercial paper issues. At September 30, 2012 and December 31, 2011, there was no balanceoutstanding.

See Notes 7 and 11 to the Financial Statements for further discussion of KU’s credit facilities.
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Rating Agency Actions

Moody’s, S&P and Fitch periodically review the credit ratings on the debt securities of KU. Based on theft respective independent reviews, the
(‘ting 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 KU are based on information provided by KU and other sources. The ratings of Moody’s, S&P and Fitch are not a
recommendation to buy, sell or hold any securities of KU. 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 doxgrade in KU’s credit
ratings could result in higher borrowing costs and reduced access to capital markets.

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 registrants registration statement or section 10(a) prospectus, KU is limiting its credit rating
disclosure to a description of the actions taken by the rating agencies with respect to KU’s ratings, but without stating what ratings have been
assigned to KU’s securities. The ratings assigned by the rating agencies to KU and its securities may be found, without charge, on each of the
respective rating 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.

The rating agencies took the following actions related to KU:

In February 2012, Fitch assigned ratings to KU’s newly established commercial paper program.

In March 2012, Moody’s affirmed the following ratings:
• the long-term ratings of the First Mortgage Bonds for KU;
• the issuer ratings for KU; and
• the bank loan ratings for KU.

Also in March 2012, Moody’s and S&P each assigned short-term ratings to KU’s newly established commercial paper program.

Ratins Tri%gers

( )u has various derivative and non-derivative contracts, including contracts for the sale and purchase of electricity, fuel, and commodity
transportation and storage, which contain provisions requiring KU to post additional collateral, or permitting the counterparty to terminate the

contract, if KU’s 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 September 30, 2012. At September 30, 2012, if KU’s credit ratings had been below investment grade, the maximum
amowit that KU would have been required to post as additional collateral to counterparties tvas $25 million for both derivative and non-
derivative commodity and commodity-related contracts used in its generation and marketing operations.

Risk Management

Market Risk

See Notes 13 and 14 to the Financial Statements for information about KU’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.
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Comnwdity Price Risk

Us rates are set by regulatory commissions and the fuel costs incurred are directly recoverable from customers. As a result, KU is subject tommodity price risk for only a small portion of on-going business operations. KU conducts energy trading and risk management activities toifiaximize the value of the physical assets at times when the assets are not required to serve KU’s or LG&E’s customers. See Note 14 to thefinancial Statements for additional disclosures.

Interest Rate Risk

KU issues debt to finance its operations, which exposes it to interest rate risk. At September 30, 2012, KUs potential annual exposure toincreased interest expense, based on a 10% increase in interest rates, was not significant.

KU is also exposed to changes in the fair value of its debt portfolio. KU estimated that a 10% decrease in interest rates at September 30, 2012,would increase the fair value of its debt portfolio by $70 million.

Credit Risk

See Notes 13 and 14 to the financial Statements in this Form 10-Q and “Risk Management - Energy Marketing & Trading and Other - CreditRisk” in KU’s 2011 form 10-K for additional information.

Related Party Transactions

KU is not aware of any material ownership interest or operating responsibility by senior management of KU in outside partnerships, includingleasing transactions with variable interest entities, or other entities doing business with KU. See Mote 11 to the financial Statements foradditional information on related party transactions.

Environmental Matters

Protection of the enviromnent is a major priority for KU and a significant element of its business activities. Extensive federal, state and localenvironmental laws and regulations are applicable to KU’s air emissions, water discharges and the management of hazardous and solid waste,among other areas, and the costs of compliance or alleged non-compliance cannot be predicted with certainty but could be material. In

Laddition, costs may increase significantly if the requirements or scope of environmental laws or regulations, or similar rules, are expanded or)mnged from prior versions by the relevant agencies. Costs may take the form of increased capital or operating and maintenance expenses;inonetary fmes, penalties or forfeitures; or other restrictions. Many of these environmental law considerations are also applicable to theoperations of key suppliers, or customers, such as coal producers, industrial power users, etc. and may impact the costs for their products ortheir demand for KU’s services. See “Item 1. Business - Environmental Matters” in KU’s 2011 form 10-K and Note 10 to the financialStatements for a discussion of enviromnental matters.

New Accounting Guidance

See Notes 2 and 18 to the financial Statements for a discussion of new accounting guidance adopted and pending adoption.

Application of Critical Accounting Policies

Financial condition and results of operations are impacted by the methods, assumptions and estimates used in the application of criticalaccounting policies. The following accounting policies are particularly important to the fmancial condition or results of operations and requireestimates or other judgments of matters inherently uncertain: revenue recognition - unbilled revenue, price risk management, defined benefits,asset impairment, loss accruals, AROs, income taxes, and regulatory assets and liabilities. See “Item 7. Management’s Discussion andAnalysis of financial Condition and Results of Operations” in KU’s 2011 form 10-K for a discussion of each critical accounting policy.
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PPL Corporation
PPL Energy Supply, LLC

PPL Electric Utilities Corporation
LG&E and KU Energy LLC

Louisville Gas and Electric Company
Kentucky Utilities Company

Item 3. Quantitative and Qualitative Disclosures About Market Risk

Reference is made to “Risk Management” in each Registrant’s “Item 2. Management’s Discussion and Analysis of Financial Condition andResults of Operations.”

Item 4. Controls and Procedures

(a) Evaluation of disclosure controls and procedures.

PPL Corporation, PPL Energy Supply, LLC, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and
Electric Company, and Kentucky Utilities Company

The registrants’ principal executive officers and principal fmancial officers, based on their evaluation of the registrants’ disclosure
controls and procedures (as defmed in Rules 13a-15(e) or 15d-15(e) of the Securities Exchange Act of 1934) have concluded that, as
of September 30, 2012, the registrants’ disclosure controls and procedures are effective to ensure that material information relating to
the registrants and their consolidated subsidiaries is recorded, processed, summarized and reported within the time periods specified
by the SEC’s rules and forms, particularly during the period for which this quarterly report has been prepared. The aforementioned
principal officers have concluded that the disclosure controls and procedures are also effective to ensure that information required to
be disclosed in reports filed under the Exchange Act is accumulated and communicated to management, including the principal
executive and principal financial officers, to allow for timely decisions regarding required disclosure.

(b) Change in internal controls over fmancial reporting.

PPL Corporation

The registrant’s principal executive officer and principal financial officer have concluded that there were no changes in the registrant’s
internal control over fmancial reporting during the registrant’s third fiscal quarter that have materially affected, or are reasonably likely
to materially affect, the registrant’s internal control over fmancial reporting.

As reported in the 2011 form 10-K, PPL’s principal executive officer and principal fmancial officer concluded that a systems
migration related to the WPD Midlands acquisition created a material change to its internal control over fmancial
reporting. Specifically, on December 1,2011, the use of legacy information technology systems at WPD Midlands was discontinued
and the related data, processes and internal controls were migrated to the systems, processes and controls currently in place at PPLww.

Risks related to the systems migration were partially mitigated by PPL’s expanded internal control over fmancial reporting that were
implemented subsequent to the acquisition and PPL’s existing policy of consolidating foreign subsidiaries on a one-month lag, which
provided management additional time for review and analysis of WPD Midlands’ results and their incorporation into PPL’s
consolidated financial statements.

PPL Energy Supply, LLC, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company, andKentucky Utilities Company

The registrants’ principal executive officers and principal fmancial officers have concluded that there were no changes in the
registrants’ internal control over fmancial reporting during the registrants’ third fiscal quarter that have materially affected, or are
reasonably likely to materially affect. the registrants’ internal control over financial reporting.
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PART II. OTHER INFORMATION

tern 1. Legal Proceedings

ior additional information regarding various pending administrative and judicial proceedings involving regulatory, environmental and othermatters, which information is incorporated by reference into this Part II, see:

• “Item 3. Legal Proceedings” in each Registrant’s 2011 form 10-K; and
• Notes 5, 6 and 10 to the Financial Statements.

Item 1A. Risk factors

There have been no material changes in the Registrant’s risk factors from those disclosed in “Item 1A. Risk Factors” of the 2011 Form 10-K.
Item 4. Mine Safety Disclosures

Not applicable.
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Item 6. Exhibits

The following Exhibits indicated by an asterisk preceding the Exhibit number are filed herewith. The balance of the Exhibits have heretoforeen filed with the Commission and pursuant to Rule 12(b)-32 are incorporated herein by reference. Exhibits indicated by a U are filed or‘isted pursuant to Item 601(b)(10)(iii) of Regulation S-K.

4(a) - Supplemental Indenture No. 14, dated as of August 1, 2012, made and entered into by and between PPL Electric UtilitiesCorporation and The Bank of New York Mellon, as Trustee, under the Indenture dated as of August 1, 2001 (Exhibit 4(a) toPPL Corporation Form 8-K Report (File No. 1-11459) dated August 24, 2012)
4(b) - Supplemental Indenture No. 9, dated as of October 15, 2012, among PPL Capital funding, Inc., PPL Corporation and TheBank of New York Mellon (as successor to WMorgan Chase Bank, N. A. (formerly known as The Chase ManhattanBank)), as Trustee (Exhibit 4(b)to PPL Corporation Form 8-K Report (File No. 1-11459) dated October 15, 2012)

- Amendment No. 6 to Credit and Security Agreement, dated as of July 24, 2012, by and 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 Liquidity Bank and as Agent*10(b)

- Amendment No. 7 to Credit and Security Agreement, dated as of September 24, 2012, by and among PPL ReceivablesCorporation, 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 Liquidity Bank and as Agent*10(c)
- Amendment and Restatement Agreement, dated as of August 16, 2012, to Letter of Credit Agreement, dated as of April 29,2011, as amended, among Kentucky Utilities Company, the Borrower; the Lenders from time to time party thereto, theLenders; Banco Bilbao Vizcaya Argentaria, S.A., New York Branch, the Agent and Sumitomo Mitsui BankingCorporation, New York Branch, the Issuing Lender and Lender*12(a)
- PPL Corporation and Subsidiaries Computation of Ratio of Earnings to Combined Fixed Charges and Preferred StockDividends

*12(h)
- PPL Energy Supply, LLC and Subsidiaries Computation of Ratio of Earnings to Fixed Charges* 12(c) - PPL Electric Utilities Corporation and Subsidiaries Computation of Ratio of Earnings to Combined fixed Charges andPreferred Stock Dividends

*12(d)
- LG&E and KU Energy LLC and Subsidiaries Computation of Ratio of Earnings to Combined Fixed Charges and PreferredStock Dividends

*12(e)
- Louisville Gas and Electric Company Computation of Ratio of Earnings to Combined Fixed Charges and Preferred StockDividends

*12(f)
- Kentucky Utilities Company Computation of Ratio of Earnings to fixed Charges

ertifications pursuant to Section 302 of the Sarbanes-Oxley Act of 2002, for the quarterly period ended September 30, 2012, filed by thefollowing officers for the following companies:

*31(a)
- PPL Corporation’s principal executive officer

*31(b)
- PPL Corporation’s principal financial officer

*31(c)
- PPL Energy Supply, LLC’s principal executive officer

*31(d)
- PPL Energy Supply, LLC’s principal financial officer

*31(e)
- PPL Electric Utilities Corporation’s principal executive officer

*31(0
- PPL Electric Utilities Corporation’s principal financial officer

*31(g)
- LG&E and KU Energy LLC’s principal executive officer

*31(h)
- LG&E and KU Energy LLC’s principal financial officer

*31(1)
- Louisville Gas and Electric Company’s principal executive officer*31(j)
- Louisville Gas and Electric Company’s principal financial officer
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*31(k)
- Kentucky Utilities Company’s principal executive officer

*31(1)
- Kentucky Utilities Company’s principal fmancial officer

ertjfications pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, for the quarterly period ended September 30, 2012, furnished by the
llowing officers for the following companies:

*32(a)
- PPL Corporation’s principal executive officer and principal financial officer

*32(t)
- PPL Energy Supply, LLC’s principal executive officer and principal financial officer

*32(c)
- PPL Electric Utilities Corporation’s principal executive officer and principal financial officer

*32(u)
- LG&E and KU Energy LLC’s principal executive officer and principal financial officer

*32(e)
- Louisville Gas and Electric Company’s principal executive officer and principal financial officer

*32(f)
- Kentucky Utilities Company’s principal executive officer and principal financial officer

101.1NS - XBRL Instance Document for PPL Corporation, PPL Energy Supply, LLC, PPL Electric Utilities Corporation, LG&E and
KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities Company

101.SCH - XBRL Taxonomy Extension Schema for PPL Corporation, PPL Energy Supply, LLC, PPL Electric Utilities Corporation,
LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities Company

lOl.CAL - XBRL Taxonomy Extension Calculation Linkbase for PPL Corporation, PPL Energy Supply, LLC, PPL Electric Utilities
Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities Company

10l.DEf - XBRI Taxonomy Extension Definition Linkbase for PPL Corporation, PPL Energy Supply, LLC, PPL Electric Utilities
Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities Company

l0l.LAB - XBRL Taxonomy Extension Label Linkbase for PPL Corporation, PPL Energy Supply, LLC, PPL Electric Utilities
Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities Company

101 .PRE - XBRL Taxonomy Extension Presentation Linkbase for PPL Corporation, PPL Energy Supply, LLC, PPL Electric Utilities
Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities Company
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SIGNATURES

ursuant to the requirements of the Securities Exchange Act of 1934, the Registrants have duly caused this report to be signed on their behalf
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 Ener2v Supply, LLC
(Registrant)

Date: November 8, 2012 Is! Vincent Sorgi
Vincent Sorgi

Vice President and Controller
(Principal Accounting Officer)

PPL Electric Utilities Corporation
(Registrant)

Date: November 8, 2012 Is! Vincent Sorgi
Vincent Sorgi

Vice President and
Chief Accounting Officer

(Principal financial and Accounting Officer)

LG&E and KU Eneray LLC
(Registrant)

Louisville Gas and Electric Company
(Registrant)

Kentucky Utilities Company
(Registrant)

Date: November 8, 2012 Is! Kent W. Blake
Kent W. Blake

Chief Financial Officer
(Principal Financial Officer and Principal

Accounting Officer)
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Exhibit 10(a)
EXECUTION COPY

AMENDMENT NO.6
TO THE CREDIT AND SECURITY AGREEMENT

This AMENDMENT NO. 6 TO THE CREDIT AND SECURITY AGREEMENT (this “ Amendment “), dated as of July 24, 2012, is
by and among PPL RECEIVABLES CORPORATION, as Borrower (the “Borrower “), PPL ELECTRIC UTILITIES CORPORATION, as
Servicer (the “ Servicer “), VICTORY RECEIVABLES CORPORATION (“ Victory “), as a Lender, and THE BANK OF TOKYO
IvIITSUBISHI UFJ, LTD., NEW YORK BRANCH, as Liquidity Bank (in such capacity, the “Liquidity Bank “) and as Agent (in such
capacity, the “Agent “). Capitalized terms used but not otherwise defined herein shall have the respective meanings assigned thereto in the
Agreement (as defined below), including terms and definitions incorporated by reference therein.

WHEREAS, the parties hereto have entered into that certain Credit and Security Agreement, dated as of August 5, 2008 (as amended,
supplemented and otherwise modified from time to time and as may be further amended, supplemented and otherwise modified from time to
time, the “ Agreement “); and

WHEREAS, the parties hereto desire to amend the Agreement as herein set forth;

NOW, THEREFORE, for good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the parties
hereto agree as follows:

SECTION 1. Amendments to the Agreement. The Agreement is hereby as follows:

(a) The Liquidity Bank’s Commitment is hereby reduced to $100,000,000, and after giving effect to such reduction, the Aggregate
Commitment will be $100,000,000.

(b) The definition of” Facility Termination Date “ set forth in Exhibit I of the Agreement is amended by replacing the date “July
24, 2012” where it appears in clause (iii) thereof with the date “September 24, 2012”.

SECTION 2. Representations and Warranties of the Originator. Each of the Borrower and the Servicer, as to itself hereby
represents and warrants to Victory, the Liquidity Bank and the Agent as follows:

2.1 The representations and warranties of such Person contained in Article V of the Agreement (as amended
hereby) are true and correct as of the date hereof (unless stated to relate solely to an earlier date, in which case such representations
and warranties were true and correct as of such earlier date).

2.2 This Amendment and the Agreement (as amended hereby) constitute the legal, valid and binding obligation
of such Person enforceable against such Person in accordance with their respective terms, subject to the effect of any applicable
bankniptcy. insolvency, reorganization, moratorium or similar law affecting creditors’ rights generally and to the effect of general
principles of equity (regardless of whether such enforceability is considered in a proceeding in equity or at law).

SECTION 3. Conditions to Effectiveness. This Amendment shall become effective as of the date hereof upon receipt by the
Agent of counterparts of this Amendment executed by each of the parties hereto.

SECTION 4. Effect of Amendment: Ratification. Except as specifically amended hereby, the Agreement is hereby ratified and
confirmed in all respects, and all of its provisions shall remain in full force and effect. After this Amendment becomes effective, all references
in the Agreement (or in any other Transaction Document) to “this Agreement”, “hereof’, “herein”, or words of similar effect, in each case
referring to the Agreement, shall be deemed to be references to the Agreement as amended hereby. This Amendment shall not be deemed to
expressly or impliedly waive, amend, or supplement any provision of the Agreement other than as specifically set forth herein.

SECTION 5. Counterparts: Delivery. This Amendment may be executed in any number of counterparts and by different parties
on separate counterparts, and each counterpart shall be deemed to be an original, and all such counterparts shall together constitute but one and
the same instrument, Delivery of an executed counterpart of a signature page to this Amendment by facsimile or other electronic means shall
be effective as delivery of a manually executed counterpart of this Amendment.

SECTION 6. GOVERNING LAW. THIS AMENDMENT SHALL BE GOVERNED BY, AND CONSTRUED IN
ACCORDANCE WITH, THE LAWS OF THE STATE OF NEW YORK (INCLUDING SECTIONS 5-1401 Of THE GENERAL
OBLIGATIONS LAW OF THE STATE Of NEW YORK BUT OTHERWISE WITHOUT REGARD TO CONFLICTS OF LAW
PRINCIPLES).

SECTION 7. Section Headings. The various headings of this Amendment are inserted for convenience only and shall not affect
e meaning or interpretation of this Amendment or the Agreement or any provision hereof or thereof.

[Signature pages follow.]





TN WITNESS WNEREOF, the parties hereto have executed this Amendment as of the date first written above.

PPL RECEIVABLES CORPORATION,
as Borrower

By:

________________________________________

Name:
Title:

PPL ELECTRIC UTILITIES CORPORATION,
as Servicer

By:

________________________________________

Name:
Title:

Amendment No.6 to the credit
and Security Agreement



VICTORY RECEIVABLES CORPORATION,
as Lender

By:
Name:
Title:

Amendment No.6 to the Credit
and Security Agreement



THE BANK Of TOKYO-MITSUBISHI UFJ.
LTD., NEW YORK BRANCH, as a Liquidity Bank

By:

__________________________

Name:
Title:

THE BANK OF TOKYO-MITSUBISHI UFJ.
LTD., NEW YORK BRANCH, as Agent

By:

___________________________

Name:
Title:

Amendment No.6 to the Credit
and Security Agreement



Exhibit 10(b)
EXECUTION COPY

AMENDMENT NO.7. 10 THE CREDIT AND SECURITY AGREEMENT

This AMENDMENT NO. 7 TO THE CREDIT AND SECURITY AGREEMENT (this” Amendment “), dated as of September 24,
2012, is by and among PPL RECEIVABLES CORPORATION, as Borrower (the “ Borrower “), PPL ELECTRIC UTILITIES
CORPORATION, as Servicer (the” Servicer “), VICTORY RECEIVABLES CORPORATION (“ Victory “), as a Lender, and THE BANK
OF TOKYO-MITSUBISHI UFJ, LTD., NEW YORK BRANCH, as Liquidity Bank (in such capacity, the “Liquidity Bank “) and as Agent (in
such capacity, the “Agent “). Capitalized terms used but not otherwise defmed herein shall have the respective meanings assigned thereto in
the Agreement (as defmed below), including terms and definitions incorporated by reference therein.

WHEREAS, the parties hereto have entered into that certain Credit and Security Agreement, dated as of August 5, 2008 (as amended,
supplemented and otherwise modified from time to time and as may be further amended, supplemented and otherwise modified from time to
time, the “ Agreement “);

WHEREAS, in connection with this Amendment, the parties hereto are entering into a fourth amended and restated Fee Letter, dated
as of the date hereof (the” A&R Fee Letter “); and

WHEREAS, the parties hereto desire to amend the Agreement as herein set forth;

NOW, THEREFORE, for good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the parties
hereto agree as follows:

SECTION 1. Amendments to the Agreement. The Agreement is hereby amended as follows:

(a) Section 10.2 of the Agreement is amended and restated as follows:

Section 10.2 If after the date hereof, any Regulatory Change: (a) subjects Victory or any Funding Source to any charge or
withholding on or with respect to any Funding Agreement or Victory’s or a Funding Source’s obligations under a Funding Agreement,
or on or with respect to the Receivables, or changes the basis of taxation of payments to Victory or any Funding Source of any
amounts payable under any Funding Agreement (except for changes in the rate of tax on the overall net income of Victory or a
Funding Source or taxes excluded by Section 10.1 ) or (b) imposes, modifies or deems applicable any reserve, assessment, insurance
charge, special deposit or similar requirement against assets of. deposits with or for the account of Victory or a Funding Source, or
credit extended by Victory or a Funding Source pursuant to a funding Agreement or (c) imposes any other condition, in any case, the
result of which is to (1) increase the cost to Victory or a Funding Source of performing its obligations under a funding Agreement, (ii)
reduce the rate of return on Victory’s or a Funding Source’s capital as a consequence of its obligations under a funding Agreement.
(iii) reduce the amount of any sum received or receivable by Victory or a funding Source under a Funding Agreement, or (iv) require
any payment calculated by reference to the amount of interests or loans held or interest received by it, then, upon demand by the
Agent, Borrower shall pay to the Agent, for the benefit of Victory or the relevant Funding Source, as the case may be, such amounts
charged to Victory or such funding Source or such amounts to otherwise compensate Victory or such Funding Source for such
increased cost, reduction or payment, as the case may be.

(b) The defmition of” Governmental Authority” set forth in Exhibit I of the Agreement is amended and restated as follows:

Governmental Authority means the government of the United States of America or any other nation, or of any political subdivision
thereof, whether state or local, and any agency, authority, instrumentality, regulatory body, court, central bank or other entity
exercising executive, legislative, judicial, taxing, regulatory or administrative powers or functions of or pertaining to government
(including any supra-national bodies such as the European Union or the European Central Bank).

(c) The definition of” Facility Termination Date “set forth in Exhibit 1 of the Agreement is amended by replacing the date
September 24, 2012” where it appears in clause (iii) thereof with the date “September 23, 2013”.

(d) The definition of” Defaulted Receivable” set forth in Exhibit I of the Agreement is amended by replacing the number “91”
where it appears therein with the number “120”.

(e) The defmition of “Reculatory Chance “ set forth in Exhibit I of the Agreement is amended and restated as follows:

Reculatorv Chance means the occurrence, after the date of this Agreement. of any of the following: (a) the adoption or taking effect of
any law. rule, regulation or treaty, (b) any change in any law, rule, regulation or treaty or in the administration, interpretation.
implementation or application thereof by any Governmental Authority or (c) the making or issuance of any request, rule, guideline or
directive (whether or not having the force of law) by any Governmental Authority; provided that notwithstanding anything herein to
the contrary, (x) the Dodd-Frank Wall Street Reform and Consumer Protection Act and all requests, rules, guidelines or directives
thereunder or issued in connection therewith and (y) all requests, rules, guidelines or directives promulgated by the Bank for
International Settlements, the Basel Committee on Banking Supervision (or any successor or similar authority) or the United States or
foreign regulatory authorities, in each case pursuant to Basel III, shall in each case be deemed to be a “Regulatoiy Change”, regardless
of the date enacted, adopted or issued.
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SECTION 2. Representations and Warranties of the Originator. Each of the Borrower and the Servicer, as to itself, hereby
represents and warrants to Victory, the Liquidity Bank and the Agent as follows:

2.1 The representations and warranties of such Person contained in Article V of the Agreement (as amended
hereby) are true and correct as of the date hereof (unless stated to relate solely to an earlier date, in which case such representations
and warranties were true and correct as of such earlier date).

2.2 This Amendment and the Agreement (as amended hereby) constitute the legal, valid and binding obligation
of such Person enforceable against such Person in accordance with their respective terms, subject to the effect of any applicable
bankruptcy, insolvency, reorganization, moratorium or similar law affecting creditors’ rights generally and to the effect of general
principles of equity (regardless of whether such enforceability is considered in a proceeding in equity or at law).

SECTION 3. Conditions to Effectiveness . This Amendment shall become effective as of the date hereof upon receipt by the
Agent of the following:

3.1 counterparts of this Amendment executed by each of the parties hereto;

3.2 counterparts of the A&R fee Letter executed by each of the parties thereto; and

3.3 payment in full of the renewal fee payable pursuant to the A&R fee Letter in accordance with the terms
thereof.

SECTION 4. Effect of Amendment; Ratification. Except as specifically amended hereby, the Agreement is hereby ratified and
confirmed in all respects, and all of its provisions shall remain in full force and effect. After this Amendment becomes effective, all references
in the Agreement (or in any other Transaction Document) to “this Agreement”, “hereof’, “herein”, or words of similar effect, in each case
referring to the Agreement, shall be deemed to be references to the Agreement as amended hereby. This Amendment shall not be deemed to
expressly or impliedly waive, amend, or supplement any provision of the Agreement other than as specifically set forth herein.

SECTION 5. Counterparts; Delivery. This Amendment may be executed in any number of counterparts and by different parties
on separate counterparts, and each counterpart shall be deemed to be an original, and all such counterparts shall together constitute but one and
the same instrument. Delivery of an executed counterpart of a signature page to this Amendment by facsimile or other electronic means shall
be effective as delivery of a manually executed counterpart of this Amendment.

SECTION 6. GOVERNING LAW. THIS AMENDMENT SHALL BE GOVERNED BY, AND CONSTRUED IN
“ACCORDANCE WITH, THE LAWS OF THE STATE OF NEW YORK (INCLUDING SECTIONS 5-1401 OF THE GENERAL

OBLIGATIONS LAW OF THE STATE OF NEW YORK BUT OTHERWISE WITHOUT REGARD TO CONFLICTS OF LAW
PRINCIPLES).

SECTION 7. Section Headinus. The various headings of this Amendment are inserted for convenience only and shall not affect
the meaning or interpretation of this Amendment or the Agreement or any provision hereof or thereof.

11Signature pages follow.]



IN WITNESS WHEREOF, the parties hereto have executed this Amendment as of the date first written above.

PPL RECEIVABLES CORPORATION,
as Borrower

By:

_______________________________________

Name:
Title:

PPL ELECTRIC UTILITIES CORPORATION,
as Servicer

By:

________________________________________

Name:
Title:

Amendment No.7 to the Credit
and Security Agreement



VICTORY RECEIVABLES CORPORATION,
as Lender

By:
Name:
Title:

Amendment No.7 to the Credit
and Security Agreement



THE BANK OF TOKYO-Pv11TSUBISFU UFJ.
LTD., NEW YORK BRANCH, as a Liquidity Bank

By:

__________________________

Name:
Title:

THE BANK OF TOKYO-MITSUBISHI UFI.
LTD., NEW YORK BRANCH, as Agent

By:

__________________________

Name:
Title:

Amendment No.7 to the Credit
ond Security Agreement



Exhibit 10(c)

Conformed Version. AMENDMENT AND RESTATEMENT AGREEMENT

AMENDMENT AND RESTATEMENT AGREEMENT, dated as of August 16, 2012 (this “ Amendment and Restatement
Agreement “), to the Letter of Credit Agreement dated as of April 29, 2011, as amended pursuant to Amendment No. 1 to Letter of Credit
Agreement, dated as of August 2, 2011 (the” Original Letter of Credit Agreement “) among KENTUCKY UTILITIES COMPANY (the”
Borrower “), the LENDERS from time to time party thereto (the “Lenders “), BANCO BThBAO VIZCAYA ARGENTAMA, S.A., NEW
YORK BRANCH, as Administrative Agent and Lender (the” Agent “) and SUMITOMO MITSUI BANKING CORPORATION, NEW
YORK BRANCH, as Issuing Lender and Lender (“ SMEC “). Capitalized terms used herein and not otherwise defined herein have the
meanings assigned to them in the Amended Letter of Credit Agreement (as defmed below).

RECITALS:

WHEREAS, the parties to the Original Letter of Credit Agreement desire to add a loan facility thereto pursuant to the terms and
conditions set forth in the Amended Letter of Credit Agreement;

WHEREAS, in order to effect the foregoing, the parties hereto desire to amend and restate the Original Letter of Credit Agreement as
of the Amendment and Restatement Effective Date, and to enter into certain other agreements herein, in each case subject to the terms and
conditions set forth herein;

NOW THEREFORE, in consideration of the mutual conditions and agreements set forth in the Amended Letter of Credit Agreement
and this Amendment and Restatement Agreement, and other good and valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, the parties hereto hereby agree as follows:

Section 1. Amendment and Restatement of the Original Letter ofCredit Agreement. Effective as of the Amendment and Restatement
Effective Date:

(a) the Original Letter of Credit Agreement is hereby amended and restated in its entirety in the form of the Amended
and Restated Letter of Credit Agreement set forth as Armex A hereto (the Original Letter of Credit Agreement, as so amended and restated, the
“Amended Letter of Credit Agreement “); and

(b) (1) Exhibits A, B and D to the Original Letter of Credit Agreement are hereby amended and restated in their entirety
‘as set forth in Exhibits A, B and D hereto, respectively, and (ii) Exhibit C is hereby deleted in its entirety.

Except as set forth above, all the appendices and exhibits to the Original Letter of Credit Agreement, in the forms thereof immediately
prior to the Amendment and Restatement Effective Date, will continue to be appendices and exhibits to the Amended Letter of Credit
Agreement.

Section 2 Amendments of Reimbursement Agreements. The Borrower and SMBC each hereby agree that each of the (a)
Reimbursement Agreement, dated as of



May 2, 2011, with respect to the $13,059,041.10 Letter of Credit issued by SMBC to The Bank of New York Mellon, (b) Reimbursement
Agreement, dated as of May 2,2011, with respect to the $50,863,013.70 Letter of Credit issued by SMBC to U.S. Bank National Association,
c) Reimbursement Agreement, dated as of May 2, 2011, with respect to the $54,998,630.14 Letter of Credit issued by SMBC to Deutsche

Trust Company Americas and (d) Reimbursement Agreement, dated as of May 2, 2011, with respect to the $79,388,898.11 Letter of
_redit issued by SIvifiC to Deutsche Bank Trust Company Americas, in each case between the Borrower and SMBC (each, an “ SMBC

Reimbursement Agreement “) shall be amended as follows:

(a) The introductory paragraph of each SMBC Reimbursement Agreement is hereby amended and restated in its entirety as
follows:

Reference is hereby made to the $198,309,583.05 Amended and Restated Letter of Credit Agreement (as amended, amended
and restated, supplemented or modified from time to time, the “Letter of Credit Agreement “) dated as of August 16, 2012, among
Kentucky Utilities Company (the “ Borrower “), the lending institutions party thereto from time to time, Banco Bilbao Vizcaya
Argentaria, S.A., New York Branch, as Administrative Agent and Sumitomo Mitsui Banking C orporation, New York Branch, as
Issuing Lender. Terms used herein and not otherwise defmed herein have, as used herein, the respective meanings provided for in
Section 18.

(b) Section 3 of each SMEC Reimbursement Agreement is hereby amended by inserting the term (1) “and Repayment of
Loans Under the Letter of Credit Agreement” immediately following the term “Letter of Credit” in the heading thereof (ii) “or make a Loan
under the Credit Agreement” immediately following the term “Letter of Credit” in the third line of clause (a) thereof, (iii) “or repay the full
amount of such Loan” immediately following the term “such Drawing” in the third line of clause (a) thereof (iv) “or Section 2.11, as
applicable,” immediately following the term” Section 3.07” in the fourth line of clause (a) thereof,(v) “(or the obligations of the Borrower to
repay any Loan made in respect thereof)” immediately following the term “any Liquidity Drawing” in the ninth line of clause (b) thereof, (vi)
“or to repay such Loan” immediately following the term “such Drawing” in the eleventh line of clause (b) thereof and (vii) “(or upon the
repayment or any Loan made in respect thereof)” immediately following the term “any Liquidity Drawing” in the first line of clause (c) thereof.

(b) Section 18 of each SMBC Reimbursement Agreement is hereby amended by adding the following defmed term in
its appropriate alphabetical order:

‘ Loans” means “Loans” as defmed in the Letter of Credit Agreement.

Section 3. Effect of Amendment. On and after the Amendment and Restatement Date, (i) each reference to “this Agreement”,
)i ereof’, “hereunder”, “hereli” and “hereby” and each other similar reference contained in the Original Letter of Credit Agreement, and each

-•t’eference to “the Letter of Credit Agreement”, “thereof’, “thereunder”, “therein” and “thereby” and each other similar reference to the Original
Letter of Credit Agreement contained in any other Loan Document shall be deemed a reference to the Amended Letter of Credit Agreement
and (ii) each reference to “this Agreement”, “hereof’, hereunder”, “herein” and “hereby” and each other similar
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reference contained in each SMJ3C Reimbursement Agreement, and each reference to “the Reimbursement Agreement”, “thereof’,
“thereunder”, “therein” and “thereby” and each other similar reference to such SM13C Reimbursement Agreement contained in any other Loan
Document shall be deemed a reference to such SMBC Reimbursement Agreement as amended hereby. This Amendment and Restatement

tgreement shall constitute a “Loan Document” for all purposes of the Amended Letter of Credit Agreement and the other Loan Documents.

Section 4 . Governing Law. This Amendment shall be governed by and construed in accordance with the laws of the State of New
York.

Section 5. Full Force and Effect; Ratification.

(a) Except as expressly set forth herein or in the Amended Letter of Credit Agreement, this Amendment and
Restatement Agreement shall not by implication or otherwise limit, impair, constitute a waiver of or otherwise affect the rights and remedies of
the Lenders, the Administrative Agent or the Issuing Lenders under the Amended Letter of Credit Agreement or any other Loan Document, and
shall not alter, modify, amend or in any way affect any of the terms, conditions, obligations, covenants or agreements contained in the Original
Letter of Credit Agreement or any other provision of the Original Letter of Credit Agreement or of any other Loan Document, all of which are
ratified and affirmed in all respects and shall continue in full force and effect.

(b) Except as expressly set forth herein, this Amendment and Restatement Agreement shall not by implication or
otherwise limit, impair, constitute a waiver of or otherwise affect the rights and remedies of SMBC under the SIvifiC Reimbursement
Agreements, and shall not alter, modif’, amend or in any way affect any of the terms, conditions, obligations, covenants or agreements
contained in the SMBC Reimbursement Agreements or any other provision of the SMEC Reimbursement Agreements, all of which are ratified
and affirmed in all respects and shall continue in full force and effect.

(c) This Amendment and Restatement Agreement constitutes the entire and fmal agreement among the parties hereto
with respect to the subject matter hereof and there are no other agreements, understandings, undertakings, representations or warranties among
the parties hereto with respect to the subject matter hereof except as set forth herein.

Section 6. Counteiparts. This Amendment and Restatement Agreement may be signed in any number of counterparts, each of which
shall be an original, with the same effect as if the signatures thereto and hereto were upon the same instrument.

Section 7. Effectiveness. This Amendment and Restatement Agreement shall become effective on the date when the Administrative

Igent
shall have received from each of the Borrower and the Lenders a counterpart hereof signed by such party or facsimile or other written

pnfirmation (in form satisfactory to the Administrative Agent) that such party has signed a counterpart hereof.
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IN WITNESS WHEREOF, the parties hereto have caused this Amendment and Restatement Agreement to be duly executed by their
respective authorized officers as of the day and year first above written.

KENTUCKY UTILITIES COMPANY

By: Is! Daniel K. Arbough
Name: Daniel K. Arbough
Title: Treasurer

[Signature Page to Amendment and Restatement Agreement]



BANCO BTLBAO VIZCAYA
ARGENTARIA, S.A., NEW YORK
BRANCH, as Administrative Agent and Lender

By: 1sf Nietzsche Rodricks
Name: Nietzsche Rodricks
Title: Executive Director

By: 1sf Michael D’Anna
Name: Michael D’Anna
Title: Executive Director

[Signature Page to Amendment and Restatement Agreement]



SUMITOMO MITSUI BANKING
CORPORATION, NEW YORK
BRANCH, as Issuing Lender and Lender

By: Is! Yasuhiro Shfrai
Name: Yasuhiro Shfrai
Title: Managing Director

[Signature Page to Amendment and Restatement Agreement]
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among

KENTUCKY UTILITIES COMPANY,

THE LENDERS FROM TIME TO TIME PARTY HERETO

and

BANCO BILBAO VIZCAYA ARGENTARIA, S.A., NEW YORK BRANCH,

as Administrative Agent

ANNEX A
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AMENDED AND RESTATED LETTER OF CREDIT AGREEMENT (this “Agreement “), dated as of August 16,
2012, is entered into among KENTUCKY UTILITIES COMPANY, a Kentucky corporation and a Virginia corporation (the” Borrower “), the
LENDERS party hereto from time to time, BANCO BIL3AO VIZCAYA ARGENTARIA, S.A., NEW YORK BRANCH, as Administrative

(‘Ngent and SUIvUTOMO MITSUI BANKING CORPORATION, NEW YORK BRANCH, as Issuing Lender (“ SMBC “). The parties hereto
,ree as follows:

RECITALS

WHEREAS, pursuant to that certain Letter of Credit Agreement, dated as of April 29, 2011 (as amended pursuant to that certain
Amendment No. I to Letter of Credit Agreement, dated as of August 2, 2011, the “ Oricinal Letter of Credit Agreement “), among the
Borrower, the Lenders party thereto, the Administrative Agent and SivifiC, the Borrower requested that the Lenders provide, and the Lenders
agreed to provide, a senior unsecured letter of credit facility in an aggregate amount of $198,309,583.05, on the terms and conditions set forth
therein.

WHEREAS, pursuant to the Amendment and Restatement Agreement, the Borrower, the Administrative Agent and SMBC have
agreed to amend and restate the Original Letter of Credit Agreement.

NOW THEREFORE, in consideration of the mutual conditions and agreements set forth in the Amendment and Restatement
Agreement and this Agreement, and other good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the
parties hereto hereby agree to amend and restate the Original Letter of Credit Agreement, and the Original Letter of Credit Agreement is hereby
amended and restated, in its entirety as follows:

ARTICLE I
DEFINITIONS

Section 1.01. Definitions. All capitalized terms used in this Agreement or in any Appendix, Schedule or Exhibit hereto which are
not otherwise defmed herein or therein shall have the respective meanings set forth below.

Administrative Agent “ or” Agent” means Banco Bilbao Vizcaya Argentaria, S.A., New York Branch, in its capacity as
administrative agent for the Lenders hereunder and under the other Loan Documents, and its successor or successors in such capacity.

. “ Administrative Questionnaire “ means, with respect to each Lender, an administrative questionnaire in the form provided
the Administrative Agent and submitted to the Administrative Agent (with a copy to the Borrower) duly completed by such Lender.

Affiliate “means, with respect to any Person, any other Person who is directly or indirectly controlling, controlled by or
under common control with such Person. A Person shall be deemed to control another Person if such Person possesses, directly or indirectly,
the power to direct or cause the direction of the management or policies of the controlled Person, whether through the ownership of stock or its
equivalent, by contract or otherwise.



“Agreement “has the meaning set forth in the introductory paragraph hereto, as this Agreement may be amended, amended
and restated, supplemented or modified from time to time.

Amendment and Restatement Agreement “ means the Amendment and Restatement Agreement, dated as of the
mendment and Restatement Effective Date, among the Borrower, the Lenders party thereto, the Administrative Agent and SMBC.

Amendment and Restatement Effective Date “means August 16, 2012.

Applicable Lending Office “ means, with respect to any Lender, its office located at the address set forth in its
Administrative Questionnaire (or identified in its Administrative Questionnaire as its Applicable Lending Office) or such other office as such
Lender may hereafter designate as its Applicable Lending Office by notice to the Borrower and the Administrative Agent.

“Applicable Percentage “means, for purposes of calculating the applicable rate for the Facility Fee for any day for purposes
of Section 2.03(a), the appropriate applicable percentage set forth below corresponding to the then current highest Borrower’s Ratings;
provided , that, in the event that the Borrower’s Ratings shall fall within different levels and ratings are maintained by both Rating Agencies,
the applicable rating shall be based on the higher of the two ratings unless one of the ratings is two or more levels lower than the other, in
which case the applicable rating shall be determined by reference to the level one rating lower than the higher of the two ratings:

Borrower’s Ratings Applicable Percentage for
(S&P /Moody’s) Facility Fees

Category A A from S&P / A2 from 1.000%
Moody’s

Category B >A- from S&P /A3 from 1.100%
Moody’s

Category C BBB+ from S&P / Baal from 1.200%
Moody’s

Category D BBB from S&P / Baa2 from 1.325%
Moody’s

Category E BBB- from S&P / Baa3 from 1.500%
Moody’s

Category F BB+ from S&P / Bal 1.625%
I from Moody’s

“Asset Sale “ shall mean any sale of any assets, including by way of the sale by the Borrower or any of its Subsidiaries of
equity interests in such Subsidiaries.

Assignee “has the meaning set forth in Section 9.06(c).
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“Assignment and Assumption Agreement “ means an Assignment and Assumption Agreement, substantially in the form ofattached Exhibit B, under which an interest of a Lender hereunder is transferred to an Eligible Assignee pursuant to Section 9.06(c).

“Available Amount “has the meaning set forth in the applicable Letter of Credit.

“Availability Period “means the period from and including the Effective Date to but excluding the Termination Date.

“Bankruptcy Code” means the Bankruptcy Reform Act of 1978, as amended, or any successor statute.

“Base Rate “means for any day a rate per annum equal to the highest of (i) the Prime Rate for such day, (ii) the sum of 1/2of 1% p]jthe Federal funds Rate for such day and (iii) LOR Market Index Rate for such day pjl%.

“Bond Indenture “has the meaning set forth in the applicable Reimbursement Agreement.

“Borrower “has the meaning set forth in the introductory paragraph hereto.

“Borrower’s Rating “means the rating that is one notch below the senior secured long-term debt rating of the Borrower fromS&P or Moody’s.

“Business Day “means any day except a Saturday, Sunday or other day on which commercial banks in New York, NewYork are authorized by law to close; provided , that, when used in Article III with respect to any action taken by or with respect to any IssuingLender, the term “Business Day” shall not include any day on which commercial banks are authorized by law to close in the jurisdiction wherethe office at which such Issuing Lender books any Letter of Credit is located.

“Capital Lease “means any lease of property which, in accordance with GAAP, should be capitalized on the lessee’s balancesheet.

Capital Lease Obligations “ means, with respect to any Person, all obligations of such Person as lessee under CapitalLeases, in each case taken at the amount thereof accounted for as liabilities in accordance with GAAP.

Change of Control “ means (1) the acquisition by any Person, or two or more Persons acting in concert, of beneficialownership (within the meaning of Rule 13d-3 of the Securities and Exchange Commission under the Securities Exchange Act of 1934, as

I
mended) of 25% or more of the outstanding shares of voting stock of PPL Corporation or its successors or (ii) the failure at any time of PPLorporation or its successors to own 80% or more of the outstanding shares of the Voting Stock in the Borrower.

“Commitment “means, with respect to any Lender, the commitment of such Lender to purchase participations in Letters ofCredit and Loans pursuant to Article III hereof, as set forth in the Commitment Appendix and as such Conimitment may be reduced from timeto
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time pursuant to Section 2.04 or Section 9.06(c) or increased from time to time pursuant to Section 9.06(c).

“Commitment Appendix “ means the Appendix attached under this Agreement identified as such.

Commitment Ratio “ shall mean, with respect to any Lender, the percentage equivalent of the ratio which such Lender’s
Commitment bears to the aggregate amount of all Commitments.

“Consolidated Capitalization” shall mean the sum of, without duplication, (A) the Consolidated Debt (without giving effect
to clause (b) of the defmition of “Consolidated Debt”) and (B) the consolidated shareoners’ equity (determined in accordance with GAAP) of
the common, preference and preferred shareowners of the Borrower and minority interests recorded on the Borrower’s consolidated fmancial
statements (excluding from shareowners equity (i) the effect of all unrealized gains and losses reported under financial Accounting Standards
Board Accounting Standards Codification Topic $15 in counection with (x) forward contracts, futures contracts, options contracts or other
derivatives or hedging agreements for the future delivery of electricity, capacity, fuel or other commodities and (y) Interest Rate Protection
Agreements, foreign currency exchange agreements or other interest or exchange rate hedging arrangements and (ii) the balance of
accumulated other comprehensive income/loss of the Borrower on any date of determination solely with respect to the effect of any pension
and other post-retirement benefit liability adjustment recorded in accordance with GAAP), except that for purposes of calculating Consolidated
Capitalization of the Borrower, Consolidated Debt of the Borrower shall exclude Non-Recourse Debt and Consolidated Capitalization of the
Borrower shall exclude that portion of shareowners’ equity attributable to assets securing Non-Recourse Debt.

Consolidated Debt “ means the consolidated Debt of the Borrower and its Consolidated Subsidiaries (determined in
accordance with GAAP), except that for purposes of this defmition (a) Consolidated Debt shall exclude Non-Recourse Debt of the Borrower
and its Consolidated Subsidiaries, and (b) Consolidated Debt shall exclude (i) Hybrid Securities of the Borrower and its Consolidated
Subsidiaries in an aggregate amount as shall not exceed 15% of Consolidated Capitalization and (ii) Equity-Linked Securities in an aggregate
amount as shall not exceed 15% of Consolidated Capitalization.

“Consolidated Subsidiary “means with respect to any Person at any date any Subsidiary of such Person or other entity the
accounts of which would be consolidated with those of such Person in its consolidated fmancial statements if such statements were prepared as
of such date in accordance with GAAP.

Continuing Lender” means with respect to any event described in Section 2.04(b), a Lender which is not a Retiring Lender,
and “Continuing Lenders means any two or more of such Continuing Lenders.

/
“ Corporation “ means a corporation, association, company, joint stock company, limited liability company, partnership or

Susiness trust.
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“Credit Event “means the issuance, renewal or extension of a Letter of Credit or the making of a Loan.

“Custody Agreement “means a Custody Agreement as defmed in and entered into pursuant to a Reimbursement Agreement
connection with the issuance of a Letter of Credit hereunder.

“Custody Bonds “has the meaning set forth in the applicable Reimbursement Agreement.

“Debt” of any Person means, without duplication, (i) all obligations of such Person for borrowed money, (ii) all obligations
of such Person evidenced by bonds, debentures, notes or similar instruments, (iii) all Guarantees by such Person of Debt of others, (iv) all
Capital Lease Obligations and Synthetic Leases of such Person, (v) all obligations of such Person in respect of Interest Rate Protection
Agreements, foreign currency exchange agreements or other interest or exchange rate hedging arrangements (the amount of any such obligation
to be the net amount that would be payable upon the acceleration, termination or liquidation thereof), but only to the extent that such net
obligations exceed $75,000,000 in the aggregate and (vi) all obligations of such Person as an account party in respect of letters of credit and
bankers’ acceptances; provided , however , that “Debt” of such Person does not include (a) obligations of such Person under any instalhnent
sale, conditional sale or title retention agreement or any other agreement relating to obligations for the deferred purchase price of property or
services, (b) obligations under agreements relating to the purchase and sale of any commodity, including any power sale or purchase
agreements, any commodity hedge or derivative (regardless of whether any such transaction is a “fmancial” or physical transaction), (c) any
trade obligations or other obligations of such Person incurred in the ordinary course of business or (U) obligations of such Person under any
lease agreement (including any lease intended as security) that is not a Capital Lease or a Synthetic Lease.

“Default “means any condition or event which constitutes an Event of Default or which with the giving of notice or lapse of
time or both would, unless cured or waived, become an Event of Default.

“Defaulting Lender “ means at any time any Lender with respect to which a Lender Default is in effect at such time.

“Dollars” and the sign “$“ means lawful money of the United States of America.

Effective Date “means April 29, 2011.

“Elicible Assignee” means (1) a Lender; (ii) a commercial bank organized under the laws of the United States and having a
combined capital and surplus of at least $100,000,000; (iii) a commercial bank organized under the laws of any other country which is a
ember of the Organization for Economic Cooperation and Development, or a political subdivision of any such country, and having a

)mbined capital and surplus of at least $100,000,000; provided . that such bank is acting through a branch or agency located and licensed in
ne United States; or (iv) an Affiliate of a Lender that is an “accredited investor” (as defined in Regulation D under the Securities Act of 1933,
as amended); provided , that, in each case (a) upon and following the
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occurrence of an Event of Default, an Eligible Assignee shall mean any Person other than the Borrower or any of its Affiliates and (b)
notwithstanding the foregoing, “Eligible Assignee” shall not include the Borrower or any of its Affiliates.

(‘N) “Environmental Laws “means any and all federal, state and local statutes, laws, regulations, ordinances, rules, judgments,
rders, decrees, permits, concessions, grants, franchises, licenses or other written governmental restrictions relating to the environment or to

emissions, discharges or releases of pollutants, contaminants, petroleum or petroleum products, chemicals or industrial, toxic or Hazardous
Substances or wastes into the environment including, without limitation, ambient air, surface water, ground water, or land, or otherwise relating
to the manufacture, processing, distribution, use, treatment, storage, disposal, transport or handling of pollutants, contaminants, petroleum or
petroleum products, chemicals or industrial, toxic or Hazardous Substances or wastes.

Environmental Liabilities “ means all liabilities (including anticipated compliance costs) in connection with or relating to
the business, assets, presently or previously owned, leased or operated property, activities (including, without limitation, off-site disposal) or
operations of the Borrower or any of its Subsidiaries which arise under Environmental Laws.

“Equity-Linked Securities “ means any securities of the Borrower or any of its Subsidiaries which are convertible into, or
exchangeable for, equity securities of the Borrower, such Subsidiary or PPL Corporation, including any securities issued by any of such
Persons which are pledged to secure any obligation of any holder to purchase equity securities of the Borrower, any of its Subsidiaries or PPL
Corporation.

“ERISA “means the Employee Retirement Income Security Act of 1974, as amended, or any successor statute.

“ERISA Group “means the Borrower and all members of a controlled group of corporations and all trades or businesses
(whether or not incorporated) under common control which, together with the Borrower, are treated as a single employer under Section 4 14(b)
or (c) of the Internal Revenue Code.

“Event of Default “has the meaning set forth in Section 7.01.

Existing Credit Anreement “ means that certain Revolving Credit Agreement, dated as of November 1, 2010, among the
Borrower, the lenders from time to time party thereto and Wells Fargo Bank, National Association, as administrative agent, as amended,
restated, supplemented, replaced or otherwise modified from time to time.

“Existing Pollution Control Bonds “means the tax-exempt pollution control bonds of the following series issued on behalf

( ) the Borrower: (i) the County of Carroll, Kentucky, Environmental Facilities Revenue Bonds, 2008 Series A (Kentucky Utilities Company
-t’roject), (ii) the County of Carroll, Kentucky, Environmental Facilities Revenue Refunding Bonds, 2006 Series B (Kentucky Utilities

Company Project), (iii) the County of Carroll, Kentucky, Enviromiiental Facilities Revenue Bonds, 2004 Series A (Kentucky Utilities
Company Project) and (iv) the County of Mercer, Kentucky, Solid Waste Disposal Facility Revenue Bonds, 2000 Series A (Kentucky Utilities
Company Project).
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“Facility Fee “ has the meaning set forth in Section 2.03(a).

,
“ FATCA “means Sections 1471 through 1474 of the Internal Revenue Code as of the date hereof (or any amended or

ccessor version that is substantially comparable) and any current or future regulations (whether fmal, temporary or proposed) that are issued
.iereunder or official government interpretations thereof.

“Federal Funds Rate “ means for any day the rate per annum (rounded upward, if necessary, to the nearest 1/100th of 1%)
equal to the weighted average of the rates on overnight Federal funds transactions with members of the Federal Reserve System arranged by
Federal funds brokers on such day, as published by the Federal Reserve Bank of New York on the Business Day next succeeding such day;
provided , that (i) if such day is not a Business Day, the Federal Funds Rate for such day shall be such rate on such transactions on the next
preceding Business Day as so published on the next succeeding Business Day, and (ii) if no such rate is so published on such next succeeding
Business Day, the Federal Funds Rate for such day shall be the average of quotations for such day on such transactions received by the
Administrative Agent from three federal ftmds brokers of recognized standing selected by the Administrative Agent.

Fee Letter “ means, collectively, the (i) mandate letter dated as of March 25, 2011 among the Borrower and the
Administrative Agent and (ii) administrative agency fee letter dated as of April 29, 2011 among the Borrower and the Administrative Agent,
each as amended, modified or supplemented from time to time.

“FERC “means the Federal Energy Regulatory Commission.

“Fronting Fee “has the meaning set forth in Section 2.03(a).

“GAAP “means United States generally accepted accounting principles applied on a consistent basis.

Governmental Authority “ means any federal, state or local government, authority, agency, central bank, quasi-
governmental authorit-v, court or other body or entity, and any arbitrator with authority to bind a party at law.

“Guarantee “ of or by any Person means any obligation, contingent or otherwise, of such Person guaranteeing or having the
economic effect of guaranteeing any Debt of any other Person (the “primary obligor”) in any manner, whether directly or indirectly, and
including any obligation of such Person, direct or indirect, (1) to purchase or pay (or advance or supply funds for the purchase or payment of)
such Debt or to purchase (or to advance or supply funds for the purchase of) any security for payment of such Debt, (ii) to purchase or lease

,, -yoperty, securities or services for the purpose of assuring the oer of such Debt of the payment of such Debt or (iii) to maintain working

( )pital, equity capital or any other financial statement condition or liquidity of the primary obligor so as to enable the primary obligor to pay
-uch Debt; provided , however , that the term Guarantee shall not include endorsements for collection or deposit in the ordinary course of

business.
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Hazardous Substances “means any toxic, caustic or otherwise hazardous substance, including petroleum, its derivatives,
by-products and other hydrocarbons, or any substance having any constituent elements displaying any of the foregoing characteristics.

“Hybrid Securities “means any trust preferred securities, or deferrable interest subordinated debt with a maturity of at least
years issued by the Borrower, or any business trusts, limited liability companies, limited partnerships (or similar entities) (i) all of the

common equity, general partner or similar interests of which are owned (either directly or indirectly through one or more Wholly Owned
Subsidiaries) at all times by the Borrower or any of its Subsidiaries, (ii) that have been formed for the purpose of issuing hybrid preferred
securities and (iii) substantially all the assets of which consist of(A) subordinated debt of the Borrower or a Subsidiary of the Borrower, as the
case max’ be, and (B) payments made from time to time on the subordinated debt.

“Indemnitee “has the meaning set forth in Section 9.03(b).

“Interest Rate Protection Agreements “means any agreement providing for an interest rate swap, cap or collar, or any other
fmancial agreement designed to protect against fluctuations in interest rates.

“Internal Revenue Code “means the Internal Revenue Code of 1986, as amended, or any successor statute.

Issuing Lender “ means (1) SMBC, in its capacity as an issuer of Letters of Credit under Section 3.02, and its respective
successor or successors in such capacity and (ii) any other Lender approved as an “Issuing Lender” pursuant to Section 3.01.

“KPSC “ means the Kentucky Public Service Commission.

Lender “ means each bank or other lending institution listed in the Commitment Appendix as having a Commitment, each
Eligible Assignee that becomes a Lender pursuant to Section 9.06(c) and their respective successors and shall include, as the context may
require, each Issuing Lender in such capacity.

“Lender Default “ means (i) the failure (which has not been cured) of any Lender to make available any reimbursement for a
drawing under a Letter of Credit or a Loan within one Business Day from the date it is obligated to make such amount available under the
terms and conditions of this Agreement or (ii) a Lender having notified, in writing, the Administrative Agent and the Borrower that such
Lender does not intend to comply with its obligations under Article II following the appointment of a receiver or conservator with respect to
such Lender at the direction or request of any regulatory agency or authority.

“Letter of Credit “means each letter of credit issued pursuant to Section 3.02 by an Issuing Lender.

Letter of Credit Liabilities “means, for any Lender at any time, the product derived by multiplying (i) the sum, without
duptication, of (A) the aggregate amount that is (or may thereafter become) available for drawing under all Letters of Credit outstanding at such
time
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plus (B) the aggregate unpaid amount of all Reimbursement Obligations outstanding at such time by (ii) such Lender’s Commitment Ratio.

“Letter of Credit Request “has the meaning set forth in Section 3.03.

“LifiOR Market Index Rate “means, for any day, the rate for 1 month U.S. dollar deposits as reported on Reuters Screen
LIBORO1 as of 11:00 a.m., London time, for such day, provided, if such day is not a London Business Day, the immediately preceding London
Business Day (or if not so reported, then as determined by the Administrative Agent from another recognized source or interbank quotation).

“Lien” means, with respect to any asset, any mortgage, lien, pledge, charge, security interest or encumbrance intended to
confer or having the effect of conferring upon a creditor a preferential interest.

“Liquidity Drawings “has the meaning set forth in the applicable Letter of Credit.

“Loan Documents “means this Agreement, each Reimbursement Agreement and the Custody Agreement.

“Loans “has the meaning set forth in Section 2.11(a).

“London Business Day “means a day on which commercial banks are open for international business (including dealings in
Dollar deposits) in London.

“Mandatory Letter of Credit Borrowing “has the meaning set forth in Section 3.09.

“Margin Stock “means “margin stock” as such term is defined in Regulation U.

“Material Adverse Effect “means (i) any material adverse effect upon the business, assets, financial condition or operations
of the Borrower or the Borrower and its Subsidiaries, taken as a whole; (ii) a material adverse effect on the ability of the Borrower to perform
its obligations under this Agreement or the other Loan Documents or (iii) a material adverse effect on the validity or enforceability of this
Agreement or any of the other Loan Documents.

Material Debt “ means Debt (other than Debt under the Loan Documents) of the Borrower in a principal or face amount
exceeding $50,000,000.

“Material Plan ‘ means at any time a Plan or Plans having aggregate Unfunded Liabilities in excess of $50,000,000. For the
dvoidance of doubt, where any two or more Plans, which individually do not have Unfunded Liabilities in excess of $50,000,000, but
collectively have aggregate Unfunded Liabilities in excess of $50,000,000, all references to Material Plan shall be deemed to apply to such
Plans as a group.

Moody’s “ means Moody’s Investors Service, Inc., a Delaware corporation, and its successors or, absent any such
successor, such nationally recognized statistical rating organization as the Borrower and the Administrative Agent may select.
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“Multiemployer Plan “means at any time an employee pension benefit plan within the meaning of Section 4001(a)(3) of
ERISA to which any member of the ERISA Group is then making or accruing an obligation to make contributions or has within the preceding
ive plan years made contributions.

“New Lender” means with respect to any event described in Section 2.04(b), an Eligible Assignee which becomes a Lender
hereunder as a result of such event, and “New Lenders” means any two or more of such New Lenders.

“Non-Defaulting Lender” means each Lender other than a Defaulting Lender, and “Non-Defaulting Lenders” means any
two or more of such Lenders.

“Non-Recourse Debt “ shall mean Debt that is nonrecourse to the Borrower or any asset of the Borrower.

“Non-U.S. Lender” has the meaning set forth in Section 2.09(e).

“Obligations “means:

(1) all principal of and interest (including, without limitation, any interest which accrues after the
connnencement of any case, proceeding or other action relating to the bankruptcy, insolvency or reorganization of the Borrower,
whether or not allowed or allowable as a claim in any such proceeding) on any advance, fees payable or Reimbursement Obligation
under any other Loan Document;

(ii) all other amounts now or hereafter payable by the Borrower and all other obligations or liabilities now
existing or hereafter arising or incurred (including, without limitation, any amounts which accrue after the commencement of any
case, proceeding or other action relating to the bankruptcy, insolvency or reorganization of the Borrower, whether or not allowed or
allowable as a claim in any such proceeding) on the part of the Borrower pursuant to this Agreement or any other Loan Document;

(iii) all expenses of the Agent as to which the Agent has a right to reimbursement under Section 9.03(a) hereof
or under any other similar provision of any other Loan Document; and

(iv) all amounts paid by any Indemnitee as to which such Indemnitee has the right to reimbursement under
Section 9.03 hereof or under any other similar provision of any other Loan Document;

together in each case with all renewals, modifications, consolidations or extensions thereof.

“OFAC “ means the U.S. Department of the Treasury’s Office of Foreign Assets Control.

“Original Letter of Credit Agreement “has the meaning set forth in the recitals hereto.
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Other Pollution Control Bonds “means tax-exempt pollution control bonds issued on behalf of the Borrower and/or its
Subsidiaries other than the Existing Pollution Control Bonds.

“Other Taxes “has the meaning set forth in Section 2.09(b).

“Participant “has the meaning set forth in Section 9.0 6(b).

“Participant Register “ has the meaning set forth in Section 9.06(b).

“PBGC “means the Pension Benefit Guaranty Corporation or any entity succeeding to any or all of its functions under
ERISA.

“Permitted Business “with respect to any Person means a business that is the same or similar to the business of the Borrower
or any Subsidiary as of the Effective Date, or any business reasonably related thereto.

Person “ means an individual, a corporation, a partnership, an association, a limited liability company, a trust or an
unincorporated association or any other entity or organization, including a government or political subdivision or an agency or instrumentality
thereof.

“Plan” means at any time an employee pension benefit plan (including a Multiemployer Plan) which is covered by Title IV
of ERISA or subject to the minimum funding standards under Section 412 of the Internal Revenue Code and either (1) is maintained, or
contributed to, by any member of the ERISA Group for employees of any member of the ERISA Group or (ii) has at any time within the
preceding five years been maintained, or contributed to, by any Person which was at such time a member of the ERJSA Group for employees of
any Person which was at such time a member of the ERISA Group.

“Prime Rate “ means the rate of interest which is identified as the “Prime Rate” and normally published in the Money Rates
section of The Wall Street Journal (or, if such rate ceases to be so published, as quoted from such other generally available and recognizable
source as the Administrative Agent may reasonably select).

Public Reporting Company “ means a company subject to the periodic reporting requirements of the Securities and
Exchange Act of 1934.

“Quarterly Date “ means the last Business Day of each of March, June, September and December.

“Rating Agency “means S&P or Moody’s, and “Rating Agencies” means both of them.

“Register” has the meaning set forth in Section 9.06(e).

Regulation U “ means Regulation U of the Board of Governors of the Federal Reserve System, as amended, or any
successor regulation.
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Regulation X “ means Regulation X of the Board of Governors of the Federal Reserve System, as amended, or any
successor regulation.

“Reimbursement Agreement “has the meaning set forth in Section 3.01.

“Reimbursement Obligations “means at any time all obligations of the Borrower to reimburse the Issuing Lenders pursuant
to (i) Section 3.07 for amounts paid by the Issuing Lenders li-i respect of drawings under Letters of Credit and (ii) Section 2.11 for all Loans
(whether or not due and payable) made by Issuing Lenders in respect of Liquidity Drawings, in each case, including any portion of any such
obligation to which a Lender has become subrogated pursuant to Section 3.09.

“Replacement Date “ has the meaning set forth in Section 2.04(b).

“Replacement Lender “ has the meaning set forth in Section 2.04(b).

Required Lenders “ means at any time Non-Defaulting Lenders having at least 51% of the aggregate amount of the
Commitments of all Non-Defaulting Lenders at such time, but in no event less than two Non-Defaulting Lenders which are not Affiliates of
each other (unless there is only one Non-Defaulting Lender at such time, in which case “Required Lenders” shall mean such Non-Defaulting
Lender).

Responsible Officer “ means, as to any Person, the chief executive officer, president, chief fmancial officer, controller,
treasurer or assistant treasurer of such Person or any other officer of such Person reasonably acceptable to the Administrative Agent. Any
document delivered hereunder that is signed by a Responsible Officer of a Person shall be conclusively presumed to have been authorized by
all necessary corporate, partnership and/or other action on the part of such Person and such Responsible Officer shall be conclusively presumed
to have acted on behalf of such Person.

“Retiring Lender “means a Lender that ceases to be a Lender hereunder pursuant to the operation of Section 2.04(b).

Sanctioned Entity “ shall mean (i) an agency of the government of, (ii) an organization directly or indirectly controlled by,
or (iii) a Person resident in, a country that is subject to a sanctions program identified on the list maintained by OFAC and available at
http://www.treas.gov/offices/enforcement!ofac/sanctions/index.hml, or as otherwise published from time to time as such program may be
applicable to such agency, organization or Person.

Sanctioned Person “ shall mean a Person named on the list of Specially Designated Nationals or Blocked Persons
iliaintained by OFAC available at http://www.treas.gov/offices/enforcernent/ofac/sdm’index.html, or as otherwise published from time to time.

“SEC” means the Securities and Exchange Commission.

SIvffiC “has the meaning set forth in the introductory paragraph hereto.
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S&P” means Standard & Poor’s Ratings Group, a division of McGraw Hill, Inc., a New York corporation, and itssuccessors or, absent any such successor, such nationally recognized statistical rating organization as the Borrower and the AdministrativeAgent may select.

“Subsidiary “means any Corporation, a majority of the outstanding Voting Stock of which is owned, directly or indirectly,by the Borrower or one or more other Subsidiaries of the Borrower.

Synthetic Lease “ means any synthetic lease, tax retention operating lease, off-balance sheet loan or similar off-balancesheet fmancing product where such transaction is considered borrowed money indebtedness for tax purposes but is classified as an operatinglease in accordance with GAAP.

“Taxes “has the meaning set forth in Section 2.09(a).

“Termination Date “means the earliest to occur of (a) April 29, 2014 and (b) such earlier date upon which all Commitmentsshall have been terminated in their entirety in accordance with this Agreement.

“TRA” means the Tennessee Regulatory Authority.

“Unfunded Liabilities “means, with respect to any Plan at any time, the amount (if any) by which (i) the value of all benefitliabilities under such Plan, determined on a plan termination basis using the assumptions prescribed by the PBGC for purposes of Section 4044of ERISA, exceeds (ii) the fair market value of all Plan assets allocable to such liabilities under Title IV of ERISA (excluding any accrued butunpaid contributions), all determined as of the then most recent valuation date for such Plan, but only to the extent that such excess represents apotential liability of a member of the ERISA Group to the PBGC or any other Person under Title IV of ERISA.

United States “means the United States of America, including the States and the District of Columbia, but excluding itsterritories and possessions.

“Voting Stock “means stock (or other interests) of a Corporation having ordinary voting power for the election of directors,managers or trustees thereof whether at all times or only so long as no senior class of stock has such voting power by reason of anycontingency.

“VSCC “ means the Virginia State Corporation Commission.

“Wholly Owned Subsidiary “means, with respect to any Person at any date, any Subsidiary of such Person all of the VotingStock of which (except directors’ qualifying shares) is at the time directly or indirectly owned by such Person.
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ARTICLE II
THE CREDITS

Section 2.01. Commitments. Each Lender severally agrees, on the terms and conditions set forth in this Agreement, to
make advances to the Borrower constituting its share of any “Mandatory Letter of Credit Borrowing” and Loans pursuant to Section 3.09 from
time to time during the Availability Period in amounts such that its Letter of Credit Liabilities shall not exceed its Commitment. Each such
advance shall be disbursed directly to the applicable Issuing Lender on behalf of the Borrower, pursuant to Section 3.09.

Section 2.02. Noteless Agreement: Evidence of Indebtedness.

(a) Each Lender shall maintain in accordance with its usual practice an account or accounts evidencing the indebtedness
of the Borrower to such Lender resulting from each advance made by such Lender from time to time, including the amounts of principal and
interest payable and paid to such Lender from time to time hereunder.

(5) The Administrative Agent shall also maintain accounts in which it will record (a) the amount of each advance made
hereunder, (b) the amount of any principal or interest due and payable or to become due and payable from the Borrower to each Lender
hereunder and (c) the amount of any sum received by the Administrative Agent hereunder from the Borrower and each Lender’s share thereof.

(c) The entries maintained in the accounts maintained pursuant to paragraphs (a) and (b) above shall be prima facie
evidence of the existence and amounts of the Obligations therein recorded; provided , however , that the failure of the Administrative Agent or
any Lender to maintain such accounts or any error therein shall not in any maimer affect the obligation of the Borrower to repay the Obligations
in accordance with their terms.

Section 2.03. Fees.

(a) facility fees . The Borrower shall pay to the Administrative Agent a fee (the “ facility fee “) for each day at a rate
per aimum equal to the Applicable Percentage for the Facility fee for such day. The Facility fee shall accrue from and including the Effective
Date to but excluding the last day of the Availability Period on the aggregate amount of each Lender’s Commitment (whether used or unused)
on such day. In addition, the Borrower shall pay to each Issuing Lender a fee (the “Fronting fee “ in respect of all Letters of Credit issued by
such Issuing Lender computed at the rate equal to the product of(i) the difference between (a) the total average amount available for all of such

4
-Tsuing Lender’s Letters of Credit outstanding hereunder and (b) the product of such Issuing Lender’s Commitment Ratio and the total average

iount available for drawing under all Letters of Credit issued by all Issuing Lenders and outstanding hereunder and (ii) 0.15% per annum, on
-t-ie average amount available for drawing under such Letter(s) of Credit. Fronting Fees shall be due and payable quarterly in arrears on each

Quarterly Date and on the Termination Date (or such earlier date as all Letters of Credit shall be canceled or expire). In addition, the Borrower
agrees to pay to each Issuing Lender, upon each issuance of, payment under, andlor amendment of, a Letter of Credit, such amount as shall at
the time of such issuance, payment or amendment be the administrative charges and
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expenses which such Issuing Lender is customarily charging for issuances of, payments under, or amendments to letters of credit issued by it.

(b) Payments. Except as otherwise provided in this Section 2.03 , accrued fees under this Section 2.03 in respect ofNpmmitments shall be payable quarterly in arrears on each Quarterly Date, on the last day of the Availability Period and, if later, on the date.ie Letter of Credit Liabilities shall be repaid in their entirety. Fees paid hereunder shall not be refundable under any circumstances.

Section 2.04. Adjustments of Commitments.

(a) Optional Termination or Reductions of Commitments (Pro-Rata). The Borrower may, upon at least three BusinessDays’ prior written notice to the Administrative Agent, permanently (i) terminate the Commitments, if there are no Letter of Credit Liabilitiesat such time or (ii) ratably reduce from time to time by a minimum amount of $10,000,000 or any larger integral multiple of $5,000,000, theaggregate amount of the Commitments in excess of the aggregate Letter of Credit Liabilities. Upon receipt of any such notice, theAdministrative Agent shall promptly notif’ the Lenders. If the Commitments are terminated in their entirety, all accrued fees shall be payableon the effective date of such termination.

(b) Optional Termination of Commitments (Non-Pro-Rata). If (i) any Lender has demanded compensation orindemnification pursuant to Sections 2.08 or 2.09, or (ii) any Lender is a Defaulting Lender (each such Lender described in clauses (i) or (ii)being a “Retiring Lender “), the Borrower shall have the right, if no Default then exists, to replace such Lender with one or more EligibleAssignees (which may be one or more of the Continuing Lenders) (each a “ Replacement Lender” and, collectively, the “ReplacementLenders “) reasonably acceptable to the Administrative Agent. The replacement of a Retiring Lender pursuant to this Section 2.04(b) shall beeffective on the tenth Business Day (the “Replacement Date “) following the date of notice given by the Borrower of such replacement to theRetiring Lender and each Continuing Lender through the Administrative Agent, subject to the satisfaction of the following conditions:

(i) the Replacement Lender shall have satisfied the conditions to assignment and assumption set forth in Section9.06(c) (with all fees payable pursuant to Section 9.06(c) to be paid by the Borrower) and, in connection therewith, the ReplacementLender(s) shall pay:

(A) to the Retiring Lender an amount equal in the aggregate to the sum of(x)all unpaid drawings and Loans that have been funded by (and not reimbursed to) the Retiring Lender under Section3.09, together with all accrued but unpaid interest with respect thereto and (y) all accrued but unpaid fees owing tothe Retiring Lender pursuant to Section 2.03; and

(B) to the Issuing Lenders an amount equal to the aggregate amount owing
by the Retiring Lender to the Issuing Lenders as reimbursement pursuant to Section 3.09, to the extent such amountwas not theretofore funded by such Retiring Lender; and
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(ii) the Borrower shall have paid to the Administrative Agent for the account of the Retiring Lender an amount
equal to all obligations owing to the Retiring Lender by the Borrower pursuant to this Agreement and the other Loan Documents
(other than those obligations of the Borrower referred to in clause (i)(A) above).

On the Replacement Date, each Replacement Lender that is a New Lender shall become a Lender hereunder and shall
succeed to the obligations of the Retiring Lender with respect to outstanding Letters of Credit and Loans to the extent of the Commitment of
the Retiring Lender assumed by such Replacement Lender, and the Retiring Lender shall cease to constitute a Lender hereunder; provided , that
the provisions of Sections 2.08, 2.09 and 9.03 of this Agreement shall continue to inure to the benefit of a Retiring Lender with respect to anyadvance made, any Letters of Credit issued or any other actions taken by such Retiring Lender while it was a Lender.

In lieu of the foregoing. subject to Section 2.04(e), upon express written consent of Continuing Lenders holding more than
50% of the aggregate amount of the Commitments of the Continuing Lenders, the Borrower shall have the right to permanently terminate the
Commitment of a Retiring Lender in full. Upon payment by the Borrower to the Administrative Agent for the account of the Retiring Lender
of an amount equal to the sum of (i) the aggregate principal amount of all Reimbursement Obligations owed to the Retiring Lender (even if anysuch Reimbursement Obligations are not otherwise due and payable) and (ii) all accrued interest, fees and other amounts owing to the Retiring
Lender hereunder, including, without limitation, all amounts payable by the Borrower to the Retiring Lender under Sections 2.08, 2.09 or 9.03,
such Retiring Lender shall cease to constitute a Lender hereunder; provided that the provisions of Sections 2.08, 2.09 and 9.03 of this
Agreement shall inure to the benefit of a Retiring Lender with respect to any advance made, any Letters of Credit issued or any other actionstaken by such Retiring Lender while it was a Lender.

(c) Optional Termination of Defaulting Lender Commitment (Non-Pro-Rata). At any time a Lender is a Defaulting
Lender, subject to Section 2.04(e), the Borrower may terminate in frill the Commitment of such Defaulting Lender by giving notice to such
Defaulting Lender and the Administrative Agent, provided , that, (1) at the time of such termination, (A) no Default has occurred and is
continuing (or alternatively, the Required Lenders shall consent to such termination) and (B) no Letter of Credit Liabilities are outstanding; (ii)concurrently with such termination, the aggregate Commitments shall be reduced by the Commitment of the Defaulting Lender; and (iii)
concurrently with any subsequent payment of interest or fees to the Lenders with respect to any period before the termination of a Defaulting
Lender’s Commitment, the Borrower shall pay to such Defaulting Lender its ratable share (based on its Commitment Ratio before giving effect
to such termination) of such interest or fees, as applicable. The tenrlination of a Defaulting Lender’s Commitment pursuant to this Section 2.04
(c) shall not be deemed to be a waiver of any right that the Borrower, Administrative Agent, any Issuing Lender or any other Lender may have
against such Defaulting Lender.

(d) Termination Date . The Commitments shall terminate on the Termination Date.
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(e) Redetermination of Commitment Ratios. On the date of termination of the Commitment of a Retiring Lender or
Defaulting Lender pursuant to Section 2.04(b) or (c), the Commitment Ratios of the Continuing Lenders shall be redetermined after giving
effect thereto, and the participations of the Continuing Lenders in and obligations of the Continuing Lenders in respect of any then outstanding
tters of Credit and Loans shall thereafter be based upon such redetermined Commitment Ratios (to the extent not previously adjusted
1wsuant to Section 2.10). The right of the Borrower to effect such a termination is conditioned on there being sufficient unused availability in
the Commitments of the Continuing Lenders such that the aggregate Letter of Credit Liabilities will not exceed the aggregate Commitments
after giving effect to such termination and redetermination.

Section 2.05. Mandatory Prepayments.

(a) S cheduled Repayments and Prepayments.

(i) Letter of Credit Liabilities outstanding (together with accrued interest thereon and fees in respect
thereof) shall be due and payable on the Termination Date or, in the case of Letters of Credit, cash collateralized pursuant to Section
2.05(a)(ii), on such date.

(ii) If at a time when the Commitments have been terminated pursuant to this Agreement and any Letter
of Credit Liabilities remain outstanding, then the Borrower shall (A) repay any outstanding Loans, together with all accrued but
unpaid interest with respect thereto and (B) cash collateralize any Letters of Credit by depositing into a cash collateral account
established and maintained (including the investments made pursuant thereto) by the Administrative Agent pursuant to a cash
collateral agreement in form and substance satisfactory to the Administrative Agent an amount in cash equal to the then outstanding
Letter of Credit Liabilities. In determining Letter of Credit Liabilities outstanding for purposes of this clause (ii), Letter of Credit
Liabilities shall be reduced to the extent that any Loans are repaid and any Letters of Credit are cash collateralized, each as
contemplated by this Section 2.05(a)(ii).

(b) Applications of Prepayments and Reductions.

(i) Each payment or prepayment of Letter of Credit Liabilities pursuant to this Section 2.05 shall be
applied ratably to the respective Letter of Credit Liabilities of all of the Lenders.

(ii) Each payment of Letter of Credit Liabilities shall be made together with interest accrued on the
amount repaid to the date of payment.

Section 2.06. General Provisions as to Payments

(a) Payments by the Borrower. The Borrower shall make each payment of principal of and interest on Letter of Credit
Liabilities and fees hereunder (other than fees payable directly to the Issuing Lenders) not later than 12:00 Noon (New York, NY time) on the
date when due, without set-off counterclaim or other deduction, in federal or other funds immediately available in New York, NY, to the
Administrative Agent at its address referred to in
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Section 9.01. The Administrative Agent will promptly distribute to each Lender its ratable share of each such payment
received by the Administrative Agent for the account of the Lenders. Whenever any payment of principal of or interest on the Letter of Credit
Liabilities or of fees shall be due on a day which is not a Business Day, the date for payment thereof shall be extended to the next succeeding
Business Day.

(b) Distributions by the Administrative Agent. Unless the Administrative Agent shall have received notice from the
Borrower prior to the date on which any payment is due to the Lenders hereunder that the Borrower will not make such payment in full, the
Administrative Agent may assume that the Borrower has made such payment in full to the Administrative Agent on such date, and the
Administrative Agent may, in reliance upon such assumption, cause to be distributed to each Lender on such due date an amount equal to the
amount then due such Lender. If and to the extent that the Borrower shall not have so made such payment, each Lender shall repay to the
Administrative Agent forthwith on demand such amount distributed to such Lender together with interest thereon, for each day from the date
such amount is distributed to such Lender until the date such Lender repays such amount to the Administrative Agent, at the Federal Funds
Rate.

Section 2.07. Computation of Interest and Fees. Facility Fees shall be computed on the basis of a year of 365 days (or 366 days in
a leap year) and paid for the actual number of days elapsed. All other interest and fees shall be computed on the basis of a year of 360 days and
paid for the actual number of days elapsed (including the first day but excluding the last day).

Section 2.08. Increased Cost and Reduced Return

(a) Increased Costs. If after the date hereof, the adoption of any applicable law, rule or regulation, or any change in
any applicable law, rule or regulation, or any change in the interpretation or administration thereof by any Governmental Authority, central
bank or comparable agency charged with the interpretation or administration thereof, or compliance by any Lender with any request or
directive (whether or not having the force of law) of any such authority, central bank or comparable agency shall impose, modif’ or deem
applicable any reserve (including, without limitation, any such requirement imposed by the Board of Governors of the Federal Reserve
System), special deposit, insurance assessment or similar requirement against Letters of Credit issued or participated in by or Loans made or
participated in by, assets of, deposits with or for the account of or credit extended by, any Lender or shall impose on any Lender or on the
United States market for certificates of deposit or the London interbank market any other condition affecting its obligations hereunder in
respect of Letters of Credit or Loans, and the result of any of the foregoing is to increase the cost to such Lender of issuing, making or
participating in any Letter of Credit or Loan, or to reduce the amount of any sum received or receivable by such Lender under this Agreement,
then, within fifteen (15) days after demand by such Lender (with a copy to the Administrative Agent), the Borrower shall pay to such Lender
such additional amount or amounts, as determined by such Lender in good faith, as will compensate such Lender for such increased cost or
rduction, solely to the extent that any such additional amounts were incurred by the Lender within ninety (90) days of such demand.

(b) Capital Adequacy. If any Lender shall have determined that, after the date hereof, the adoption of any applicable
law, rule or regulation regarding capital adequacy. or any
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change in any such law, rule or regulation, or any change in the interpretation or administration thereof by any Governmental Authority, central
bank or comparable agency charged with the interpretation or administration thereof, or any request or directive regarding capital adequacy
(whether or not having the force of law) of any such authority, central bank or comparable agency, has or would have the effect of reducing the

of return on capital of such Lender (or any Person controlling such Lender) as a consequence of such Lender’s obligations hereunder to a
-.

below that which such Lender (or any Person controlling such Lender) could have achieved but for such adoption, change, request or
directive (taking into consideration its policies with respect to capital adequacy), then from time to time, within fifteen (15) days after demand
by such Lender (with a copy to the Administrative Agent), the Borrower shall pay to such Lender such additional amount or amounts as will
compensate such Lender (or any Person controlling such Lender) for such reduction, solely to the extent that any such additional amounts were
incurred by the Lender within ninety (90) days of such demand.

(c) Notices. Each Lender will promptly notif’ the Borrower and the Administrative Agent of any event of which it has
knowledge, occurring after the date hereof that will entitle such Lender to compensation pursuant to this Section. A certificate of any Lender
claiming compensation under this Section and setting forth in reasonable detail the additional amount or amounts to be paid to it hereunder
shall be conclusive in the absence of manifest error. In determining such amount, such Lender may use any reasonable averaging and
attribution methods.

Section 2.09. Taxes.

(a) Payments Net of Certain Taxes. Any and all payments by or on account of any obligation of the Borrower to or for
the account of any Lender or the Agent hereunder or under any other Loan Document shall be made free and clear of and without deduction for
any and all present or future taxes, duties, levies, imposts, deductions, charges and withholdings and all liabilities with respect thereto,
excluding: (1) taxes imposed on or measured by the net income of, and gross receipts, franchise or similar taxes imposed on, the Agent or any
Lender by the jurisdiction (or subdivision thereof) under the laws of which such Lender or Agent is organized or in which its principal
executive office is located or, in the case of each Lender, in which its Applicable Lending Office is located, (ii) branch profits or similar taxes
imposed by reason of any present or former connection between such Lender or Agent and the jurisdiction (or subdivision thereof) imposing
such taxes, other than solely as a result of the execution and delivery of this Agreement or the performance of any action provided for
hereunder, (iii) in the case of each Lender, any United States withholding tax imposed on such payments, but only to the extent that such
Lender is subject to United States withholding tax at the time such Lender first becomes a party to this Agreement or changes its Applicable
Lending Office, (iv) any backup withholding tax imposed by the United States (or any state or locality thereof) on a Lender or Administrative
Agent that is a “United States person” within the meaning of Section 770l(a)(30) of the Internal Revenue Code, and (v) any taxes imposed by
FATCA (all such nonexcluded taxes, duties, levies, imposts, deductions, charges, withholdings and liabilities being hereinafter referred to as”

eT”.

If the Borrower or Administrative Agent shall be required by law to deduct any Taxes from or in respect of any sum payable
reunder or under any other Loan Document to any Lender or the Agent, (1) the sum payable by the Borrower shall be increased as necessary

-b that after making all such required deductions (including deductions
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applicable to additional sums payable under this Section 2.09(a)) such Lender or Agent (as the case may be) receives an amount equal to the
sum it would have received had no such deductions been made, (ii) the Borrower or Administrative Agent, as applicable, shall make such

eductions, (iii) the Borrower or Administrative Agent, as applicable, shall pay the full amount deducted to the relevant taxation authority or
er authority in accordance with applicable law and (iv) if such deduction is made by the Borrower, the Borrower shall furnish to the

.dministrative Agent, for delivery to such Lender, the original or a certified copy of a receipt evidencing payment thereof.

(b) Other Taxes. In addition, the Borrower agrees to pay any and all present or future stamp or documentary taxes and
any other excise or property taxes, or similar charges or levies, which arise from any payment made pursuant to this Agreement or any other
Loan Document or from the execution, delivery, registration or enforcement of, or otherwise with respect to, this Agreement or any other Loan
Document (collectively, “ Other Taxes “).

(c) Indemnification. The Borrower agrees to indenmify each Lender and the Agent for the full amount of Taxes and
Other Taxes (including, without limitation, any Taxes or Other Taxes imposed or asserted by any jurisdiction on amounts payable under this
Section 2.09(c)), whether or not correctly or legally asserted, paid by such Lender or Agent (as the case may be) and any liability (including
penalties, interest and expenses) arising therefrom or with respect thereto as certified in good faith to the Borrower by each Lender or Agent
seeking indemnification pursuant to this Section 2.09(c). This indenmification shall be paid within 15 days after such Lender or Agent (as the
case may be) makes demand therefor.

(d) Refunds or Credits. If a Lender or the Agent receives a refund, credit or other reduction from a taxation authority
for any Taxes or Other Taxes for which it has been indemnified by the Borrower or with respect to which the Borrower has paid additional
amounts pursuant to this Section 2.09. it shall within fifteen (15) days from the date of such receipt pay over the amount of such refund, credit
or other reduction to the Borrower (but only to the extent of indenmity payments made or additional amounts paid by the Borrower under this
Section 2.09 with respect to the Taxes or Other Taxes giving rise to such refund, credit or other reduction), net of all reasonable out-of-pocket
expenses of such Lender or Agent (as the case may be) and without interest (other than interest paid by the relevant taxation authority with
respect to such refund, credit or other reduction); provided , however , that the Borrower agrees to repay, upon the request of such Lender or
Agent (as the case may be), the amount paid over to the Borrower (plus penalties, interest or other charges) to such Lender or Agent in the
event such Lender or Agent is required to repay such refund or credit to such taxation authority.

(e) Tax Forms and Certificates . On or before the date it becomes a party to this Agreement, from time to time
thereafter if reasonably requested by the Borrower or the Administrative Agent, and at any time it changes its Applicable Lending Office: (1)
each Lender that is a “United States person” within the meaning of Section 770 1(a)(30) of the Internal Revenue Code shall deliver to the
orrower and the Administrative Agent two (2) properly completed and duly executed copies of Internal Revenue Service form W-9, or any

( )ccessor form prescribed by the internal Revenue Service, or such other documentation or information prescribed by applicable law or
-iëasonably requested by the Borrower or the Administrative Agent. as the case may be, certifying that such Lender is a United States person
and is entitled to
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an exemption from United States backup withholding tax or information reporting requirements; and (ii) each Lender that is not a “United
States person” within the meaning of Section 770 l(a)(30) of the Internal Revenue Code (a “Non-U.S. Lender “) shall deliver to the Borrower
and the Administrative Agent: (A) two (2) properly completed and duly executed copies of Internal Revenue Service Form W-$ BEN, or any

ccessor form prescribed by the Internal Revenue Service, certifying that such Non-U.S. Lender is entitled to the benefits under an income tax
eaty to which the United States is a party which exempts the Non-U.S. Lender from United States withholding tax or reduces the rate of
withholding tax on payments of interest for the account of such Non-U.S. Lender; (B) two (2) properly completed and duly executed copies of
Internal Revenue Service Form W-8 Ed, or any successor form prescribed by the Internal Revenue Service, certifying that the income
receivable pursuant to this Agreement and the other Loan Documents is effectively connected with the conduct of a trade or business in the
United States; or (C) two (2) properly completed and duly executed copies of Internal Revenue Service Form W-$ BEN, or any successor form
prescribed by the Internal Revenue Service, together with a certificate to the effect that (x) such Non-U.S. Lender is not (1) a “bank” within the
meaning of Section 881(c)(3)(A) of the Internal Revenue Code, (2) a “10-percent shareholder” of the Borrower within the meaning of Section
871(h)(3)(B) of the Internal Revenue Code, or (3) a “controlled foreign corporation” that is described in Section $81(c)(3)(C) of the Internal
Revenue Code and is related to the Borrower within the meaning of Section $64(d)(4) of the Internal Revenue Code and (y) the interest
payments in question are not effectively connected with a U.S. trade or business conducted by such Non-U.S. Lender or are effectively
connected but are not includible in the Non-U.S. Lender’s gross income for United States federal income tax purposes under an income tax
treaty to which the United States is a party; or (D) to the extent the Non-U.S. Lender is not the beneficial owner, two (2) properly completed
and duly executed copies of Internal Revenue Service Form W-$ IMY, or any successor form prescribed by the Internal Revenue Service,
accompanied by an Internal Revenue Service Form W-8 ECI, W-8 BEN, W-9, and/or other certification documents from each beneficial
owner, as applicable. If a payment made to a Lender under any Loan Document would be subject to U.S. Federal withholding tax imposed by
FATCA if such Lender fails to comply with the applicable reporting requirements of FATCA (including those contained in Section 1471(b) or
1472(b) of the Internal Revenue Code, as applicable), such Lender shall deliver to the Borrower and the Administrative Agent at the time or
times prescribed by law and at such time or times reasonably requested by the Borrower or the Administrative Agent such documentation
prescribed by applicable law (including as prescribed by Section 1471(b)(3)(C)(i) of the Internal Revenue Code) and such additional
documentation reasonably requested by the Borrower or the Administrative Agent as may be necessary for the Borrower and the
Administrative Agent to comply with their obligations under FATCA and to determine that such Lender has complied with such Lender’s
obligations under FATCA or to determine the amount to deduct and withhold from such payment. Solely for purposes of this Section 2.09(e),
“FATCA” shall include any amendments made to FATCA after the date of the Original Letter of Credit Agreement. In addition, each Lender
agrees that from time to time after the Effective Date, when a lapse in time or change in circumstances renders the previous certification
obsolete or inaccurate in any material respect, it will deliver to the Borrower and the Administrative Agent two new accurate and complete
signed originals of Internal Revenue Service Form W-9, W-8 BEN, W-$ ECI or W-8 IMY or FATCA-related documentation described above,
or successor forms, as the case may be, and such other forms as may be required in order to confirm or establish the entitlement of such Lender

a continued
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exemption from or reduction in United States withholding tax with respect to payments under this Agreement and any other Loan Document, or
it shall immediately notify the Borrower and the Administrative Agent of its inability to deliver any such form or certificate.

(f) Exclusions. The Borrower shall not be required to indemnify any Non-U.S. Lender, or to pay any additional
mount to any Non-U.S. Lender, pursuant to Section 2.09(a), (b) or (c) in respect of Taxes or Other Taxes to the extent that the obligation to

indemnify or pay such additional amounts would not have arisen but for the failure of such Non-U.S. Lender to comply with the provisions of
subsection (e) above.

(g) Mitigation. If the Borrower is required to pay additional amounts to or for the account of any Lender pursuant to
this Section 2.09, then such Lender will use reasonable efforts to change the jurisdiction of its Applicable Lending Office if, in the good faith
judgment of such Lender, such efforts (1) will eliminate or, if it is not possible to eliminate, reduce to the greatest extent possible any such
additional payment which may thereafter accrue and (ii) is not otherwise disadvantageous, in the sole determination of such Lender, to such
Lender. Any Lender claiming any indemnity payment or additional amounts payable pursuant to this Section shall use reasonable efforts
(consistent with legal and regulatory restrictions) to file any certificate or document reasonably requested in writing by the Borrower or to
change the jurisdiction of its Applicable Lending Office if the making of such a filing or change would avoid the need for or reduce the amount
of any such indemnity payment or additional amounts that may thereafter accrue and would not, in the sole determination of such Lender, be
otherwise disadvantageous to such Lender.

(h) Confidentiality. Nothing contained in this Section shall require any Lender or the Agent to make available any of
its tax returns (or any other information that it deems to be confidential or proprietary).

Section 2.10. Defaulting Lenders. Notwithstanding any provision of this Agreement to the contrary, if any Lender becomes a
Defaulting Lender, then the following provisions shall apply for so long as such Lender is a Defaulting Lender:

(i) the Facility Fee shall cease to accrue on the Commitment of such Defaulting Lender except to the
extent such Defaulting Lender has funded a portion of an outstanding Mandatory Letter of Credit Borrowing or has funded its
participation in a Loan, each pursuant to Section 3.09;

(ii) with respect to any Letter of Credit Liabilities of such Defaulting Lender that exists at the time a
Lender becomes a Defaulting Lender or thereafter:

(A) all or any part of such Defaulting Lender’s Letter of Credit Liabilities
shall be reallocated among the Non-Defaulting Lenders in accordance with their respective Conmitment Ratios
(calculated without regard to such Defaulting Lender’s Commitment) but only to the extent that (x) the conditions
set forth in Section 4.02, and if applicable, Section 4.03, are satisfied at such time and (y) such reallocation does not
cause the Letter of Credit Liabilities of any Non-Defaulting Lender to exceed such
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Non-Defaulting Lender’s Commitment;

(B) if the reallocation described in clause (ii)(A) above cannot, or can only
partially, be effected, each Issuing Lender, in its discretion may require the Borrower to (1) reimburse all amounts
paid by an Issuing Lender upon any drawing under a Letter of Credit and repay all Loans made hereunder, in each
case, to the extent of such Defaulting Lender’s participation in the applicable Letters of Credit and Loans and/or
(ii) cash collateralize (in accordance with Section 2.05(a)(ii)) all obligations of such Defaulting Lender in respect of
outstanding Letters of Credit in an amount at least equal to the aggregate amount of the obligations (contingent or
otherwise) of such Defaulting Lender in respect of such Letters of Credit (in each case of clause (i) and (ii) of this
paragraph, after giving effect to any partial reallocation pursuant to Section 2.l0(a)(ii)(A) above);

(iii) if the Borrower cash collateralizes any portion of such Defaulting Lender’s Letter of Credit
Liabilities pursuant to Section 2.l0(aXii)(B) then the Borrower shall not be required to pay any fees to such Defaulting Lender
pursuant to Section 2.03(a) with respect to such Defaulting Lender’s Letter of Credit Liabilities during the period such Defaulting
Lender’s Letter of Credit Liabilities are cash collateralized;

(iv) if the Letter of Credit Liabilities of the Non-Defaulting Lenders is reallocated pursuant to Section
2.10(a)(ii)(A) above, then the fees payable to the Lenders pursuant to Section 2.03(a) shall be adjusted in accordance with such Non-
Defaulting Lenders’ Commitment Ratios (calculated without regard to such Defaulting Lender’s Commitment); and

(v) if any Defaulting Lender’s Letter of Credit Liabilities is neither reimbursed, repaid, cash
collateralized nor reallocated pursuant to this Section 2.10(a)(ii), then, without prejudice to any rights or remedies of the Issuing
Lenders or any other Lender hereunder, all fees that otherwise would have been payable to such Defaulting Lender (solely with
respect to the portion of such Defaulting Lender’s Commitment that was utilized by such Letter of Credit Liabilities) and Facility fees
payable under Section 2.03(a) with respect to such Defaulting Lender’s Letter of Credit Liabilities shall be payable to the Issuing
Lenders, pro rata, until such Letter of Credit Liabilities is cash collateralized, reallocated and/or repaid in full.

(b) So long as any Lender is a Defaulting Lender, no Issuing Lender shall be required to issue, amend or increase any
Letter of Credit, unless it is satisfied that the related exposure will be 100% covered by the Commitments of the Non-Defaulting Lenders
and/or cash collateral will be provided by the Borrower in accordance with Section 2.10(a), and participating interests in any such newly issued
or increased Letter of Credit shall be allocated among Non-Defaulting Lenders in a manner consistent with Section 3.05 (and Defaulting
Ienders shall not participate therein).

Section 2.11. Loans. Commitment. Subject to satisfaction of the conditions set forth in Section 4.02 and the other terms and
conditions contained in this Agreement. each Issuing
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Lender agrees at any time and from time to time after the Amendment and Restatement Effective Date and prior to the Termination Date tomake loans (the “Loans “) to the Borrower. The Loans shall not exceed in aggregate principal amount at any time outstanding the aggregateamount of all Liquidity Drawings with respect to Letters of Credit issued by such Issuing Lender which have not been repaid to such IssuingC’nde..
(b) Purpose of Loans. The Borrower may obtain a Loan under this Agreement only for the purpose of converting theobligation of the Borrower under Section 3.07 to reimburse the applicable Issuing Lender for a Liquidity Drawing from an obligation due onthe relevant drawing date to an obligation due as provided in this Section 2.11. The obtaining of any Loan for such purpose shall not constitutea reimbursement of the amount of the relevant Liquidity Drawing which would result in the reinstatement of the Available Amount. No Loanswill be made for the purpose of converting the obligation of the Borrower under Section 3.07 to reimburse the Issuing Lenders for the amountof any drawing other than a Liquidity Drawing or for any other purpose.

(c) Loan Procedure. In the event that the Borrower does not otherwise reimburse the applicable Issuing Lender in cashin accordance with the provisions of Section 3.07 of this Agreement for the amount of any Liquidity Drawing prior to the time for paymentspecified in Section 3.07, the Borrower will be deemed to have requested a Loan in an amount equal to the amount of such Liquidity Drawingfor the purposes specified in Section 2.11(b).

(d) Loans. Each Loan shall be in a principal amount equal to the relevant Liquidity Drawing. Each Loan, together withall accrued and unpaid interest thereon, shall be paid by the Borrower pursuant to Section 2.06(a) upon the earliest of (i) the remarketing of theBonds purchased with the proceeds of the Liquidity Drawing that gave rise to such Loan pursuant to applicable Bond Indenture and (ii) theTermination Date.

(e) Interest on Loans . Each Loan shall bear interest on its outstanding principal amount at a fluctuating daily rate perannum equal to (i) the Base Rate pjthe facility fee for the first ninety days, (B) the Base Rate p)the Facility Fee piil% for the secondninety days and (C) the Base Rate pj.the Facility fee pj2% for each day thereafter. Interest shall be payable, pursuant to Section 2.06(a),quarterly in arrears on each Quarterly Date commencing on the first Quarterly Date to occur following the relevant drawing date, and on thematurity of such Loan.

(fl Voluntary Prepavments. The Borrower shall have the right to prepay the Loans in whole or in part, withoutpremium or penalty, from time to time pursuant to this Section 2.1 1(1) on the following terms and conditions: (1) the Borrower shall give theAdministrative Agent prior written notice or telephonic notice (confirmed in writing), no later than 5:00 P.M., New York City time, oneusiness Day prior thereto, of its intent to prepay Loans, the amount of such prepayment and the identities of the Loans (by specifying the date‘)id original amount of the respective Loans) to be prepaid; (ii) each prepayment of a Loan (other than the portion of a Loan equal to the.hount of the relevant Liquidity Drawing representing accrued interest on pollution control bonds) shall be in a principal amount of $100,000or any larger amount that is a whole multiple of $1,000 (or, if less, the amount then remaining outstanding in respect of such

24



Loan); and (iii) at the time of any prepayment, the Borrower shall pay all interest accrued on the principal amount of such prepayment.

(g) Custody Bonds. Payments, if any, received by any Issuing Lender on account of Custody Bonds shall be credited
ainst the Loan made in respect of the Liquidity Drawing used to purchase such Custody Bonds. Any such payment shall be credited first

ainst interest and then against the principal balance of such Loan. The Issuing Lenders agrees to release Custody Bonds that are being
remarketed pursuant to the applicable Bond Indenture to the extent that such Issuing Lender receives reimbursement in cash of the principal
and, if applicable, interest amounts, of the Liquidity Drawing (or the Loan made in respect thereof) related to the purchase of such Custody
Bonds in a maimer which will permit the reinstatement of the Available Amount in respect of such Custody Bonds in accordance with the
terms of the Letter of Credit.

(h) Payment by the Borrower. Each Issuing Lender agrees to release, or cause the trustee under the applicable Bond
Indenture to release, Custody Bonds to or upon the order of the Borrower in an amount equal to the principal amount of the Liquidity Drawing
made to acquire such Custody Bonds that is not repaid from remarketing proceeds upon payment to the applicable Issuing Lender by the
Borrower of the full amount of such Liquidity Drawing (or the Loan made in respect thereof). together with accrued and unpaid interest
thereon.

(1) Excess Payments. Payments, if any, received by any Issuing Lender as a holder of Custody Bonds shall, if no
Loans are outstanding, be credited against other amounts, if any, that are then owing by the Borrower hereunder. If no amounts are then due
and owing by the Borrower hereunder, or if an amount in excess of all amounts due and owing by the Borrower hereunder remains following
the payment of such due and owing amounts, so long as no Event of Default has occurred and is continuing, such remaining amounts shall be
immediately returned to the Borrower in accordance with its written directions. Payments, if any, described under this Section 2.11(i) shall not
be construed as prepayments that are subject to the limitations of Section 2.11(f).

ARTICLE III
LETTERS OF CREDIT

Section 3.01. Issuinc Lenders; Reimbursement Agreement.

(a) Subject to the terms and conditions hereof, the Borrower may from time to time identify and arrange for one or more of the
Lenders (in addition to SMBC) to act as Issuing Lenders hereunder. Any such designation by the Borrower shall be notified to the
Administrative Agent at least four Business Days prior to the first date upon which the Borrower proposes that such Issuing Lender issue its
tst Letter of Credit, so as to provide adequate time for such Issuing Lender to be approved by the Administrative Agent hereunder (such
)proval not to be unreasonably withheld). Within two Business Days following the receipt of any such designation of a proposed Issuing

Lender, the Administrative Agent shall notify the Borrower as to whether such designee is acceptable to the Administrative Agent. Nothing
contained herein shall be deemed to require any Lender (other than SMBC) to agree to act as an Issuing Lender, if it does not so desire.
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(b) The Borrower and any Issuing Lender shall enter into a Reimbursement Agreement (a “Reimbursement Agreement”) with
respect to each Letter of Credit issued by such Issuing Lender hereunder in the form of Exhibit A hereto. Each such Reimbursement

greement shall constitute a Loan Document.

Section 3.02. Letters of Credit. Each Issuing Lender agrees, on the terms and conditions set forth in this Agreement, to issue
Letters of Credit from time to time before the fifth day prior to the Termination Date, for the account, and upon the request, of the Borrower;
provided, that inunediately after each Letter of Credit is issued, the aggregate Letter of Credit Liabilities shall not exceed the aggregate amount
of the Commitments.

Section 3.03. Method of Issuance of Letters of Credit. The Borrower shall give an Issuing Lender notice substantially in the form
of Exhibit D hereto (a “Letter of Credit Request “) of the requested issuance, extension or renewal of a Letter of Credit prior to 1:00 P.M.
(New York, NY time) on the proposed date of the issuance, extension or renewal of such Letter of Credit (which shall be a Business Day) (or
such shorter period as may be agreed by such Issuing Lender in any particular instance), and in the case of the issuance of a Letter of Credit,
the Borrower shall deliver to such Issuing Lender prior to 1:00 P.M. (New York, NY time) on the proposed date of the issuance a duly executed
and fully completed Reimbursement Agreement. The extension or renewal of any Letter of Credit shall be deemed to be an issuance of such
Letter of Credit. No Letter of Credit shall have a term extending or be so extendible beyond the fifth Business Day before the Termination
Date.

Section 3.04. Conditions to Issuance of Letters of Credit. The issuance by an Issuing Lender of each Letter of Credit shall, in
addition to the conditions precedent set forth in Article IV, be subject to the conditions precedent that (i) such Letter of Credit shall be in the
form called for by the Reimbursement Agreement with all information filled in and verified to the satisfaction of such Issuing Lender, (ii) the
Borrower shall have executed and delivered the Reimbursement Agreement, the Custody Agreement and such other instruments and
agreements relating to such Letter of Credit as such Issuing Lender shall have reasonably requested and (iii) such Issuing Lender shall have
confirmed on the date of (and after giving effect to) such issuance that the aggregate Letter of Credit Liabilities will not exceed the aggregate
amount of the Commitments. Notwithstanding any other provision of this Section 3.04, no Issuing Lender shall be under any obligation to
issue any Letter of Credit if: any order, judgment or decree of any governmental authority shall by its terms purport to enjoin or restrain such
Issuing Lender from issuing such Letter of Credit, or any requirement of law applicable to such Issuing Lender or any request or directive
(whether or not having the force of law) from any governmental authority with jurisdiction over such Issuing Lender shall prohibit, or request
that such Issuing Lender refrain from, the issuance of letters of credit generally or such Letter of Credit in particular or shall impose upon such
Issuing Lender with respect to such Letter of Credit any restriction, reserve or capital requirement (for which such Issuing Lender is not
otherwise compensated hereunder) not in effect on the date hereof, or shall impose upon such Issuing Lender any unreimbursed loss, cost or
xpense which was not applicable on the date hereof and which such Issuing Lender in good faith deems material to it.

Section 3.05. Purchase and Sale of Letter of Credit and Loan Participations. Upon the issuance of a Letter of Credit or upon the
making of a Loan by an Issuing Lender, such Issuing
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Lender shall be deemed, without further action by any party hereto, to have sold to each Lender, and each Lender shall be deemed, without
further action by any party hereto, to have purchased from such Issuing Lender, without recourse or warranty, an undivided participation

terest in such Letter of Credit or Loan, as applicable, and the related Letter of Credit Liabilities in accordance with its respective Commitment
tio (although the Fronting Fee payable under Section 2.03(a) shall be payable directly to the Administrative Agent for the account of the

pplicable Issuing Lender, and the Lenders (other than such Issuing Lender) shall have no right to receive any portion of any such fronting
fee) and any security therefor or guaranty pertaining thereto.

Section 3.06. Drawings under Letters of Credit. Upon receipt from the beneficiary of any Letter of Credit of any notice of a
drawing under such Letter of Credit, the applicable Issuing Lender shall determine in accordance with the terms of such Letter of Credit
whether such drawing should be honored. If such Issuing Lender determines that any such drawing shall be honored, such Issuing Lender shall
make available to such beneficiary in accordance with the terms of such Letter of Credit the amount of the drawing and shall notify the
Borrower as to the amount to be paid as a result of such drawing and the payment date.

Section 3.07. Reimbursement s of Drawings under Letters of Credit. The Borrower shall be irrevocably and unconditionally
obligated forthwith to reimburse the applicable Issuing Lender for any amounts paid by such Issuing Lender upon any drawing under any
Letter of Credit (whether by payment of cash pursuant to this Section 3.07 or, in the case of a Liquidity Drawing, by converting such obligation
into a Loan obligation due as provided in Section 2.11 pursuant to Section 2.11(b)), together with any and all reasonable charges and expenses
which such Issuing Lender may pay or incur relative to such drawing and interest on the amount drawn at the Base Rate for each day from and
including the date such amount is drawn to but excluding the date such reimbursement payment is due and payable. Such reimbursement
payment shall be due and payable (i) at or before 1:00 P.M. (New York, NY time) on the date the applicable Issuing Lender notifies the
Borrower of such drawing, if such notice is given at or before 10:00 A.M. (New York, NY time) on such date or (ii) at or before 10:00 A.M.
(New York, NY time) on the next succeeding Business Day; provided, that no payment otherwise required by this sentence to be made by the
Borrower at or before 1:00 P.M. (New York, NY time) on any day shall be overdue hereunder if arrangements for such payment satisfactory to
the applicable Issuing Lender, in its reasonable discretion, shall have been made by the Borrower at or before 1:00 P.M. (New York, NY time)
on such day and such payment is actually made at or before 3:00 P.M. (New York, NY time) on such day. In addition, the Borrower agrees to
pay to the applicable Issuing Lender interest, payable on demand, on any and all amounts not paid by the Borrower to such Issuing Lender
when due under this Section 3.07, for each day from and including the date when such amount becomes due to but excluding the date such
amount is paid in full, at a rate per armum equal to the interest rate that would otherwise be applicable to Loans made on the date such amount
tvas due j2%. Each payment to be made by the Borrower pursuant to this Section 3.07 shall be made to the applicable Issuing Lender in
federal or other funds immediately available to it at its address referred to Section 9.01.

Section 3.08. Duties of Issuing Lenders to Lenders; Reliance. In determining whether to pay under any Letter of Credit, the
)levant Issuing Lender shall not have any obligation relative to the Lenders participating in such Letter of Credit or the related Letter of Credit

jabjlities
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other than to determine that any document or documents required to be delivered under such Letter of Credit have been delivered and that theysubstantially comply on their face with the requirements of such Letter of Credit. Any action taken or omitted to be taken by an Issuing Lenderunder or in connection with any Letter of Credit shall not create for such Issuing Lender any resulting liability if taken or omitted in thesence of gross negligence or willful misconduct. Each Issuing Lender shall be entitled (but not obligated) to rely, and shall be fully protectedi relying, on (i) the representation and warranty by the Borrower set forth in the last sentence of Section 4.02 to establish whether theconditions specified in clauses (b) and (c) of Section 4.02 are met and, (ii) if applicable, the representation and warranty by the Borrower setforth in the last sentence of Section 4.03 to establish whether the condition specified in clause (a) of Section 4.03 is met, in connection with anyissuance or extension of a Letter of Credit. Each Issuing Lender shall be entitled to rely, and shall be fully protected in relying, upon adviceand statements of legal counsel, independent accountants and other experts selected by such Issuing Lender and upon any Letter of Credit,draft, writing, resolution, notice, consent, certificate, affidavit, letter, cablegram, telegram, telecopier, telex or teletype message, statement,order or other document believed by it in good faith to be genuine and correct and to have been signed, sent or made by the proper Person orPersons, and may accept documents that appear on their face to be in order, without responsibility for further investigation, regardless of anynotice or information to the contrary unless the beneficiary and the Borrower shall have notified such Issuing Lender that such documents donot comply with the terms and conditions of the Letter of Credit. Each Issuing Lender shall be fully justified in refusing to take any actionrequested of it under this Section in respect of any Letter of Credit unless it shall first have received such advice or concurrence of the RequiredLenders as it reasonably deems appropriate or it shall first be indemnified to its reasonable satisfaction by the Lenders against any and allliability and expense which may be incurred by it by reason of taking or continuing to take, or omitting or continuing to omit, any suchaction. Notwithstanding any other provision of this Section, each Issuing Lender shall in all cases be fully protected in acting, or in refrainingfrom acting, under this Section in respect of any Letter of Credit in accordance with a request of the Required Lenders, and such request andany action taken or failure to act pursuant hereto shall be binding upon all Lenders and all future holders of participations in such Letter ofCredit; provided, that this sentence shall not affect any rights the Borrower may have against any Issuing Lender or the Lenders that make suchrequest.

Section 3.09. Oblinations of Lenders to Reimburse Issuing Lender for Unpaid Drawings and Loans. If any Issuing Lender makesany:

(a) payment under any Letter of Credit and the Borrower shall not have reimbursed such amount in full to such IssuingLender pursuant to Section 3.07 such Issuing Lender shall promptly notify the Administrative Agent, and the Administrative Agent shallpromptly notify each Lender (other than the relevant Issuing Lender), and each such Lender shall promptly and unconditionally pay to theAdministrative Agent, for the account of such Issuing Lender, such Lender’s share of such payment (determined in accordance with itsrespective Commitment Ratio) in Dollars in federal or other immediately available funds (the aggregate of such payments relating to each,,—Iknreimbursed amount being referred to herein as a “Mandatory Letter of Credit Borrowing “); or
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(b) Loan under Section 2.11 and any portion of such Loan remains outstanding, such Issuing Lender shall promptly
noti1’ the Administrative Agent, and the Administrative Agent shall promptly notify each Lender (other than the relevant Issuing Lender), and
each such Lender shall promptly and unconditionally pay to the Administrative Agent, for the account of such Issuing Lender, such Lender’s

of such Loan (determined in accordance with its respective Commitment Ratio) in Dollars in Federal or other immediately available
inds;

(i) provided , however , that no Lender shall be obligated to pay to the Administrative Agent its pro rata share of such unreimbursed
amount (or Loan in respect thereof) for any wrongful payment made by the relevant Issuing Lender under a Letter of Credit as a result of acts
or omissions constituting willful misconduct or gross negligence by such Issuing Lender. If the Administrative Agent so notifies a Lender
prior to 11:00 A.M. (New York, NY time) on any Business Day, such Lender shall make available to the Administrative Agent at its address
referred to in Section 9.01 and for the account of the relevant Issuing Lender such Lender’s pro rata share of the amount of such payment by
3:00 P.M. (New York, NY time) on the Business Day following such Lender’s receipt of notice from the Administrative Agent, together
with interest on such amount for each day from and including the date of such drawing or Loan, as applicable, to but excluding the day such
payment is due from such Lender at the Federal Funds Rate for such day (which funds the Administrative Agent shall promptly remit to such
Issuing Lender). The failure of any Lender to make available to the Administrative Agent for the account of an Issuing Lender its pro rata
share of any unreimbursed drawing under any Letter of Credit or unpaid Loan hereunder shall not relieve any other Lender of its obligation
hereunder to make available to the Administrative Agent for the account of such Issuing Lender its pro rata share of any payment made
under any Letter of Credit or any Loan on the date required, as specified above, but no such Lender shall be responsible for the failure of any
other Lender to make available to the Administrative Agent for the account of such Issuing Lender such other Lender’s pro rata share of any
such payment. If any Lender fails to pay any amount required to be paid by it pursuant to this Section 3.09 on the date on which such
payment is due, interest shall accrue on such Lender’s obligation to make such payment, for each day from and including the date such
payment became due to but excluding the date such Lender makes such payment, whether before or after judgment, at a rate per annum equal
to (i) for each day from the date such payment is due to the third succeeding Business Day, inclusive, the Federal Funds Rate for such day as
determined by the relevant Issuing Lender and (ii) for each day thereafter, the interest rate that would otherwise be applicable to Loans made
on the date such payment was due plus 2%. Any payment made by any Lender after 3:00 P.M. (New York, NY time) on any Business Day
shall be deemed for purposes of the preceding sentence to have been made on the next succeeding Business Day. Upon payment in full of all
amounts payable by a Lender under this Section 3.09, such Lender shall be subrogated to the rights of the relevant Issuing Lender against the
Borrower from the time of such payment to the extent of such Lender’s pro rata share of the related Letter of Credit Liabilities (including
interest accrued thereon) including, for the avoidance of doubt, (i) in the case of any advances made with respect to any Mandatory Letter of
Credit Borrowing, the right of payment of such advance by the Borrower on demand (together with interest) pursuant to Section 3.07 with

•such advance bearing interest for each day until paid at a rate per annum equal to the interest rate that would otherwise be applicable to
Loans made on the date such payment was due payable plus 2% and (ii) in the case of any advances made with respect to any Loan, the right
of payment of such advance pursuant to Section 2.11(d)
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(together with all accrued and unpaid interest) with such advance bearing interest for each day until paid at the rate per annum specified in
Section 2.11(e).

Section 3.10. Funds Received from the Borrower in Respect of Drawn Letters of Credit. Whenever an Issuing Lender receives a
1iäyment of a Reimbursement Obligation as to which the Administrative Agent has received for the account of such Issuing Lender any
payments from the other Lenders pursuant to Section 3.09 above, such Issuing Lender shall pay the amount of such payment to the
Administrative Agent, and the Administrative Agent shall promptly pay to each Lender which has paid its pro rata share thereof, in Dollars in
federal or other immediately available funds, an amount equal to such Lender’s pro rata share of the principal amount thereof and interest
thereon for each day after relevant date of payment at the federal Funds Rate.

Section 3.11. Obligations in Respect of Letters of Credit Unconditional. The obligations of the Borrower under Section 3.07 and
Section 2.11 above shall be absolute, unconditional and irrevocable, and shall be performed strictly in accordance with the terms of this
Agreement, under all circumstances whatsoever, including, without limitation, the following circumstances:

(a) any lack of validity or enforceability of this Agreement or any Letter of Credit or any document related hereto or
thereto;

(b) any amendment or waiver of or any consent to departure from all or any of the provisions of this Agreement or any
Letter of Credit or any document related hereto or thereto;

(c) the use which maybe made of the Letter of Credit by, or any acts or omission of, a beneficiary of a Letter of Credit
(or any Person for whom the beneficiary may be acting);

(d) the existence of any claim, set-off, defense or other rights that the Borrower may have at any time against a
beneficiary of a Letter of Credit (or any Person for whom the beneficiary may be acting). any Issuing Lender or any othet Person, whether in
connection with this Agreement or any Letter of Credit or any document related hereto or thereto or any unrelated transaction;

(e) any statement or any other document presented under a Letter of Credit proving to be forged, fraudulent or invalid
in any respect or any statement therein being untrue or inaccurate in any respect whatsoever;

(1) payment under a Letter of Credit against presentation to an Issuing Lender of a draft or certificate that does not

4
-omply with the terms of such Letter of Credit; provided , that the relevant Issuing Lender’s determination that documents presented under
)ch Letter of Credit comply with the terms thereof shall not have constituted gross negligence or willful misconduct of such Issuing Lender; or

(g) any other act or omission to act or delay of any kind by any Issuing Lender or any other Person or any other event or
circumstance whatsoever that might, but for the provisions of this subsection (g), constitute a legal or equitable discharge of the Borrower’s
obligations hereunder.
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Nothing in this Section 3.11 is intended to limit the right of the Borrower to make a claim against any Issuing Lender for damages as
contemplated by the proviso to the first sentence of Section 3.12.

Section 3.12. Indemnification in Respect of Letters of Credit and Loans. The Borrower hereby indemnifies and holds harmless
ach Lender (including each Issuing Lender) and the Administrative Agent from and against any and all claims, damages, losses, liabilities,
costs or expenses which such Lender or the Administrative Agent may incur by reason of or in connection with the failure of any other Lender
to fulfill or comply with its obligations to such Issuing Lender hereunder (but nothing herein contained shall affect any rights which the
Borrower may have against such defaulting Lender), and none of the Lenders (including any Issuing Lender) nor the Administrative Agent,
their respective affiliates nor any of their respective officers, directors, employees or agents shall be liable or responsible, by reason of or in
connection with the execution and delivery or transfer of or payment or failure to pay under any Letter of Credit or any Loan, including,
without limitation, any of the circumstances enumerated in Section 3.11, as well as (1) any error, omission, interruption or delay in transmission
or delivery of any messages, by mail, cable, telegraph, telex or otherwise, (ii) any error in interpretation of technical terms, (iii) any loss or
delay in the transmission of any document required in order to make a drawing under a Letter of Credit, (iv) any consequences arising from
causes beyond the control of such indemnitee, including without limitation, any government acts, or (v) any other circumstances whatsoever in
making or failing to make payment under such Letter of Credit or Loan; provided, that the Borrower shall not be required to indenmify any
Issuing Lender for any claims, damages, losses, liabilities, costs or expenses, and the Borrower shall have a claim against such Issuing Lender
for direct (but not consequential) damages suffered by it, to the extent found by a court of competent jurisdiction in a fmal, non-appealable
judgment or order to have been caused by (1) the willful misconduct or gross negligence of such Issuing Lender in determining whether a
request presented under any Letter of Credit issued by it complied with the terms of such Letter of Credit or (ii) such Issuing Lender’s failure to
pay under any Letter of Credit issued by it after the presentation to it of a request strictly complying with the terms and conditions of such
Letter of Credit. Nothing in this Section 3.12 is intended to limit the obligations of the Borrower under any other provision of this Agreement.

Section 3.13. 1SP98 . The rules of the “International Standby Practices 1998” as published by the International Chamber of
Commerce most recently at the time of issuance of any Letter of Credit shall apply to such Letter of Credit unless otherwise expressly provided
in such Letter of Credit.

ARTICLE IV
CONDITIONS

Section 4.01. Conditions to Effectiveness of this A reement . The conditions to the effectiveness of the this Agreement are set
forth in Section 7 of the Amendment and Restatement Agreement.
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Section 4.02. Conditions to All Credit Events. The obligation of any Issuing Lender to issue (or renew or extend the term of) any
etter of Credit or to make a Loan in respect of any Liquidity Drawing, is subject to the satisfaction of the following conditions:

(a) receipt by an Issuing Lender of a Letter of Credit Request as required by Section 3.03 (other than with respect to a
Loan deemed requested pursuant to Section 2.1 1(c));

(b) the fact that, immediately before and after giving effect to such Credit Event, no Default or Event of Default shall
have occurred and be continuing on the date of such Credit Event or after giving effect to such Credit Event requested to be made on such date;
and

(c) the fact that the representations and warranties of the Borrower contained in this Agreement and the other Loan
Documents shall be true and correct on and as of the date of such Credit Event, except to the extent that such representations and warranties
specifically refer to an earlier date, in which case they were true and correct as of such earlier date and except for the representations in Section
5.04(b), Section 5.05 and Section 5.13, which shall be deemed only to relate to the matters referred to therein on and as of the Effective Date;
and

(d) with respect to the making of any Loan, immediately before and after giving effect to such Loan, no event of default
or other similar condition or event (however described) under the applicable Bond Indenture shall have occurred and be continuing.

Each Credit Event under this Agreement shall be deemed to be a representation and warranty by the Borrower on the date of such Credit Event
as to the facts specified in clauses (b) and (c) (and, with respect to the making of any Loan, clause (d)) of this Section.

Section 4.03. Additional Conditions to Credit Events. The obligation of any Issuing Lender to issue (or renew or extend the term
of) any Letter of Credit to support any issuance of Other Pollution Control Bonds, is subject to the satisfaction of the following conditions:

(a) no authorization, consent or approval from any Governmental Authority is required for the Borrower to incur
obligations in respect of Letters of Credit to support such issuance of Other Pollution Control Bonds except such authorizations, consents and
approvals, including, without ]imitation, the KPSC Order, TRA Order and VSCC Order, as shall have been obtained prior to such Credit Event
and shall be in full force and effect; and

(b) the Administrative Agent shall have received from counsel to the Borrower, opinions addressed to the
ministrative Agent and each Lender, satisfactory in form and substance to each of the Administrative Agent and the Issuing Lender each in

rts sole discretion, dated the date of such Credit Event, covering such matters as the Administrative Agent and the Issuing Lender shall
reasonably request, including. without limitation, that no authorization, consent or approval from any Governmental Authority is required for
the Borrower to incur obligations in respect of Letters of Credit to support such issuance of Other Pollution Control Bonds except such
authorizations, consents and approvals, including, without limitation, the KPSC Order, TRA Order and VSCC Order, as shall have been
obtained prior to such Credit Event and shall be in full force and effect.
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Each Credit Event with respect to any Letter of Credit to support any issuance of Other Pollution Control Bonds shall be deemed to be a
representation and warranty by the Borrower on the date of such Credit Event as to the facts specified in clause (a) of this Section.

ARTICLE V
REPRESENTATIONS AND WARRANTIES

The Borrower represents and warrants that:

Section 5.01. Status. The Borrower is a corporation duly organized, validly existing and hi good standing under the laws of the
Commonwealth of Kentucky and the Commonwealth of Virginia and has the corporate authority to make and perform this Agreement and each
other Loan Document to which it is a party.

Section 5.02. Authority; No Conflict. The execution, delivery and performance by the Borrower of this Agreement and each other
Loan Document to which it is a party have been duly authorized by all necessary corporate action and do not violate (i) any provision of law or
regulation, or any decree, order, writ or judgment, (ii) any provision of its articles of incorporation or bylaws, or (iii) result in the breach of or
constitute a default under any indenture or other agreement or instrument to which the Borrower is a party.

Section 5.03. Legality; Etc. This Agreement and each other Loan Document to which the Borrower is a party constitute the legal,
valid and binding obligations of the Borrower, in each case enforceable against the Borrower in accordance with their terms except to the
extent limited by (a) bankruptcy, insolvency, fraudulent conveyance or reorganization laws or by other similar laws relating to or affecting the
enforceability of creditors’ rights generally and by general equitable principles which may limit the right to obtain equitable remedies
regardless of whether enforcement is considered in a proceeding of law or equity or(b) any applicable public policy on enforceability of
provisions relating to contribution and indenmification.

Section 5.04. Financial Condition.

(a) Audited Financial Statements. The consolidated balance sheet of the Borrower and its Consolidated Subsidiaries as
of December 31, 2010 and the related consolidated statements of income and cash flows for the fiscal year then ended, reported on by
PricewaterhouseCoopers LLP, copies of which have been delivered to each of the Administrative Agent and the Lenders, fairly present, in
conformity with GAAP, the consolidated fmancial position of the Borrower and its Consolidated Subsidiaries as of such date and their
consolidated results of operations and cash flows for such fiscal year.

(b) Material Adverse Change . Since December 31, 2010 there has been no change in the business, assets, fmancial
• ondition or operations of the Borrower and its Consolidated Subsidiaries, considered as a whole, that would materially and adversely affect the

Borrower’s ability to perform any of its obligations under this Agreement or the other Loan Documents.

Section 5.05. Litigation Except as disclosed in or contemplated by the financial statements referenced in Section 5.04(a) above,
or otherwise furnished in writing to the
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Administrative Agent and each Lender, no litigation, arbitration or administrative proceeding against the Borrower is pending or, to the
Borrower’s knowledge, threatened, which would reasonably be expected to materially and adversely affect the ability of the Borrower to

erform any of its obligations under this Agreement or the other Loan Documents. There is no litigation, arbitration or administrative
oceeding pending or, to the knowledge of the Borrower, threatened which questions the validity of this Agreement or the other Loan
ocuments to which it is a party.

Section 5.06. No Violation. No part of the proceeds of the advances hereunder will be used, directly or indirectly by the Borrower
for the purpose of purchasing or carrying any “margin stock” within the meaning of Regulation U of the Board of Governors of the Federal
Reserve System, or for any other purpose which violates, or which conflicts with, the provisions of Regulations U or X of said Board of
Governors. The Borrower is not engaged principally, or as one of its important activities, in the business of extending credit for the purpose of
purchasing or canying any such “margin stock”.

Section 5.07. ERISA. Each member of the ERISA Group has fulfilled its obligations under the minimum funding standards of
ERISA and the Internal Revenue Code with respect to each Material Plan and is in compliance in all material respects with the presently
applicable provisions of ERISA and the Internal Revenue Code with respect to each Material Plan. No member of the ERISA Group has (i)
sought a waiver of the minimum funding standard under Section 412 of the Internal Revenue Code in respect of any Material Plan, (ii) failed to
make any contribution or payment to any Material Plan, or made any amendment to any Material Plan, which has resulted or could result in the
imposition of a Lien or the posting of a bond or other security under ERISA or the Internal Revenue Code or (iii) incurred any material liability
under Title IV of ERISA other than a liability to the PBGC for premiums under Section 4007 of ERISA.

Section 5.08. Governmental Approvals. No authorization, consent or approval from any Governmental Authority is required for
the execution, delivery and performance by the Borrower of this Agreement and the other Loan Documents to which it is a party and except
such authorizations, consents and approvals, including, without limitation, the KPSC Order, TRA Order and VSCC Order, as shall have been
obtained prior to the Effective Date and shall be in full force and effect; provided that the Borrower may require additional approvals of the
KPSC, TRA, VSCC andlor FERC in order to incur obligations in respect of Letters of Credit to support issuances of bonds other than the
Existing Pollution Control Bonds.

Section 5.09. Investment Company Act. The Borrower is not an “investment company” within the meaning of the Investment
Company Act of 1940, as amended.

Section 5.10. Tax Returns and Payments. The Borrower has filed or caused to be filed all Federal, state, local and foreign income
çax returns required to have been filed by it and has paid or caused to be paid all income taxes shown to be due on such returns except incomej )es that are being contested in good faith by appropriate proceedings and for which the Borrower shall have set aside on its books appropriate
eserves with respect thereto in accordance with GAAP or that would not reasonably be expected to have a Material Adverse Effect.
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Section 5.11. Compliance with Laws. To the knowledge of the Borrower, the Borrower is in compliance with all applicable laws,
egulations and orders of any Governmental Authority, domestic or foreign, in respect of the conduct of its business and the ownership of its
operty (including, without limitation, compliance with all applicable ERISA and Environmental Laws and the requirements of any permits

‘i .4sued under such Enviromnental Laws), except to the extent (a) such compliance is being contested in good faith by appropriate proceedings
or (b) non-compliance would not reasonably be expected to materially and adversely affect its ability to perform any of its obligations under
this Agreement or any other Loan Document to which it is a party.

Section 5.12. No Default. No Default has occurred and is continuing.

Section 5.13. Environmental Matters.

(a) Except (i) as disclosed in the fmancial statements referenced in Section 5.04(a) above, or otherwise furnished in
writing to the Administrative Agent and each Lender, or (ii) to the extent that the liabilities of the Borrower and its Subsidiaries, taken as a
whole, that relate to or could reasonably be expected to result from the matters referred to in clauses (i) through (iii) of this Section 5.13(a),
inclusive, would not reasonably be expected to result in a Material Adverse Effect:

(i) no notice, notification, citation, summons, complaint or order has been received by the Borrower or
any of its Subsidiaries, no penalty has been assessed nor is any investigation or review pending or, to the Borrower’s or any of its
Subsidiaries’ knowledge, threatened by any governmental or other entity with respect to any (A) alleged violation by or liability of the
Borrower or any of its Subsidiaries of or under any Environmental Law, (B) alleged failure by the Borrower or any of its Subsidiaries
to have any environmental permit, certificate, license, approval, registration or authorization required in connection with the conduct
of its business or (C) generation, storage, treatment, disposal, transportation or release of Hazardous Substances;

(ii) to the Borrower’s or any of its Subsidiaries’ knowledge, no Hazardous Substance has been released
(and no written notification of such release has been filed) (whether or not in a reportable or threshold planning quantity) at, on or
under any property now or previously owned, leased or operated by the Borrower or any of its Subsidiaries; and

(iii) no property now or previously owned, leased or operated by the Borrower or any of its Subsidiaries
or, to the Borrower’s or any of its Subsidiaries’ knowledge, any property to which the Borrower or any of its Subsidiaries has, directly
or indirectly, transported or an-anged for the transportation of any Hazardous Substances, is listed or, to the Borrowers or any of its
Subsidiaries’ knowledge, proposed for listing, on the National Priorities List promulgated pursuant to the Comprehensive
Environmental Response, Compensation and Liability Act of 1980, as amended (“ CERCLA “), on CERCLIS (as defmed in
CERCLA) or on any similar federal, state or foreign list of sites requiring investigation or clean-up.
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(b) Except as disclosed in the fmancial statements referenced in Section 5.04(a) above, or otherwise furnished in
writing to the Administrative Agent and each Lender, to the Borrower’s or any of its Subsidiaries’ knowledge, there are no Environmental

()abilities that have resulted or could reasonably be expected to result in a Material Adverse Effect.

(c) For purposes of this Section 5.13, the terms “the Borrower” and “Subsidiary” shall include any business or business
entity (including a corporation) which is a predecessor, in whole or in part, of the Borrower or any of its Subsidiaries from the time such
business or business entity became a Subsidiary of PPL Corporation, a Pennsylvania corporation.

Section 5.14. OFAC. None of the Borrower, any Subsidiary of the Borrower or any Affiliate of the Borrower: (1) is a Sanctioned
Person, (ii) has more than 10% of its assets in Sanctioned Entities, or (iii) derives more than 10% of its operating income from investments in,
or transactions with Sanctioned Persons or Sanctioned Entities. The proceeds of any advance will not be used and have not been used to fund
any operations in, finance any investments or activities in, or make any payments to, a Sanctioned Person or a Sanctioned Entity.

ARTICLE VI
COVENANTS

The Borrower agrees that so long as any Lender has any Commitment hereunder or any amount payable hereunder or under
any other Loan Document remains unpaid or any Letter of Credit Liability remains outstanding:

Section 6.01. Information . The Borrower will deliver or cause to be delivered to each of the Lenders (it being understood that the
posting of the infonTlation required in clauses (a), (b) and (0 of this Section 6.01 on the Borrowers website or PPL Corporation’s website
(http://www.pplweb.com) or making such information available on IntraLinks, Syndtrak (or similar service) shall be deemed to be effective
delivery to the Lenders):

(a) Annual Financial Statements . Promptly when available and in any event within ten (10) days after the date such
information is required to be delivered to the SEC (or, if the Borrower is not a Public Reporting Company, within one hundred and five (105)
days after the end of each fiscal year of the Borrower), a consolidated balance sheet of the Borrower and its Consolidated Subsidiaries as of the
end of such fiscal year and the related consolidated statements of income and cash flows for such fiscal year and accompanied by an opinion
thereon by independent public accountants of recognized national standing. which opinion shall state that such consolidated fmancial
statements present fairly the consolidated fmancial position of the Borrower and its Consolidated Subsidiaries as of the date of such fmancial
‘atements and the results of their operations for the period covered by such fmancial statements in conformity with GAAP applied on a

)nsistent basis.

(b) Quarterly Financial Statements. Promptly when available and in any event within ten (10) days after the date such
information is required to be delivered to the SEC (or, if the Borrower is not a Public Reporting Company, within sixty (60) days after the end
of each quarterly fiscal period in each fiscal year of the Borrower (other than the last quarterly fiscal period of the Borrower)), a consolidated
balance sheet of the Borrower and its
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Consolidated Subsidiaries as of the end of such quarter and the related consolidated statements of income and cash flows for such fiscal
quarter, all certified (subject to normal year-end audit adjustments) as to fairness of presentation, GAAP and consistency by any vice president,
the treasurer or the controller of the Borrower.

(c) Officer’s Certificate. Simultaneously with the delivery of each set of financial statements referred to in subsections
(a) and (b) above, a certificate of the chief accounting officer or controller of the Borrower, (i) setting forth in reasonable detail the calculations
required to establish compliance with the requirements of Section 6.09 on the date of such fmancial statements and (ii) stating whether there
exists on the date of such certificate any Default and, if any Default then exists, setting forth the details thereof and the action which the
Borrower is taking or proposes to take with respect thereto.

(d) Default. Forthwith upon acquiring knowledge of the occurrence of any (1) Default or (ii) Event of Default, in either
case a certificate of a vice president or the treasurer of the Borrower setting forth the details thereof and the action which the Borrower is taking
or proposes to take with respect thereto.

(e) Change in Borrower’s Ratings. Promptly, upon the chief executive officer, the president, any vice president or any
senior financial officer of the Borrower obtaining knowledge of any change in a Borrower’s Rating, a notice of such Borrower’s Rating in
effect after giving effect to such change.

(f) Securities Laws Filing. To the extent the Borrower is a Public Reporting Company, promptly, when available and
in any event within ten (10) days after the date such information is required to be delivered to the SEC, a copy of any Form 10-K Report to the
SEC and a copy of any Form 10-Q Report to the SEC, and promptly upon the filing thereof, any other filings with the SEC.

(g) ERISA Matters. If and when any member of the ERISA Group: (i) gives or is required to give notice to the PBGC
of any “reportable event” (as defmed in Section 4043 of ERISA) with respect to any Material Plan which might constitute grounds for a
termination of such Plan under Title IV of ERISA, or knows that the plan administrator of any Material Plan has given or is required to give
notice of any such reportable event, a copy of the notice of such reportable event given or required to be given to the PBGC; (ii) receives, with
respect to any Material Plan that is a Multiemployer Plan, notice of any complete or partial withdrawal liability under Title IV of ERISA, or
notice that any Multiemployer Plan is in reorganization, is insolvent or has been terminated, a copy of such notice; (iii) receives notice from the
PBGC under Title IV of ERISA of an intent to terminate, impose material liability (other than for premiums under Section 4007 of ERISA) in
respect of, or appoint a trustee to administer any Material Plan, a copy of such notice; (iv) applies for a waiver of the minimum funding
standard under Section 412 of the Internal Revenue Code with respect to a Material Plan, a copy of such application; (v) gives notice of intent
1o terminate any Plan under Section 4041(c) of ERISA, a copy of such notice and other information filed with the PBGC; (vi) gives notice of
‘)ithdrawal from any Plan pursuant to Section 4063 of ERISA; or (vii) fails to make any payment or contribution to any Plan or makes any

—mendment to any Plan which has resulted or could result in the imposition of a Lien or the posting of a bond or other security, a copy of such
notice, a certificate of the chief
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accounting officer or controller of the Borrower setting forth details as to such occurrence and action, if any, which the Borrower or applicable
member of the ERISA Group is required or proposes to take.

(h) Other Information. From time to time such additional fmancial or other information regarding the fmancial
..ondition, results of operations, properties, assets or business of the Borrower or any of its Subsidiaries as any Lender may reasonably request.

The Borrower hereby acknowledges that (a) the Administrative Agent will make available to the Lenders and each Issuing
Lender materials and/or information provided by or on behalf of the Borrower hereunder (collectively, “Borrower Materials “) by posting the
Borrower Materials on IntraLinics or another similar electronic system (the “Platform “) and (b) certain of the Lenders may be “public-side”
Lenders (i.e., Lenders that do not wish to receive material non-public information with respect to the Borrower or its securities) (each, a
Public Lender “). The Borrower hereby agrees that it will use commercially reasonable efforts to identify that portion of the Borrower
Materials that may be distributed to the Public Lenders and that (w) all such Borrower Materials shall be clearly and conspicuously marked
“PUBLIC” which, at a minimum, shall mean that the word “PUBLIC” shall appear prominently on the first page thereof; (x) by marking
Borrower Materials “PUBLIC,” the Borrower shall be deemed to have authorized the Administrative Agent, the Issuing Lenders and the
Lenders to treat such Borrower Materials as not containing any material non-public information (although it may be sensitive and proprietary)
with respect to the Borrower or its securities for purposes of United States Federal and state securities laws ( provided , however , that to the
extent such Borrower Materials constitute Information (as defmed below), they shall be treated as set forth in Section 9.12); (y) all Borrower
Materials marked “PUBLIC” are permitted to be made available through a portion of the Platform designated “Public Investor;” and (z) the
Administrative Agent shall be entitled to treat any Borrower Materials that are not marked “PUBLIC” as being suitable only for posting
(subject to Section 9.12) on a portion of the Platform not designated “Public Investor.” “Information “means all information received from
the Borrower or any of its Subsidiaries relating to the Borrower or any of its Subsidiaries or any of theft respective businesses, other than any
such information that is available to the Administrative Agent, any Lender or any Issuing Lender on a nonconfidential basis prior to disclosure
by the Borrower or any of its Subsidiaries; provided that, in the case of information received from the Borrower or any of its Subsidiaries after
the Effective Date, such information is clearly identified at the time of delivery as confidential. Any Person required to maintain the
confidentiality of Information as provided in this Section shall be considered to have complied with its obligation to do so if such Person has
exercised the same degree of care to maintain the confidentiality of such Information as such Person would accord to its own confidential
information.

Section 6.02. Maintenance of Property; Insurance.

(a) Maintenance of Properties. The Borrower will keep all property useful and necessary in its businesses in good

I
xrorking order and condition, subject to ordinary wear and tear, unless the Borrower determines in good faith that the continued maintenance of

of such properties is no longer economically desirable and so long as the failure to so maintain such properties would not reasonably be
expected to have a Material Adverse Effect.
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(b) Insurance. The Borrower will maintain, or cause to be maintained, insurance with fmancially sound (determined in
the reasonable judgment of the Borrower) and responsible companies in such amounts (and with such risk retentions) and against such risks as

usually carried by owners of similar businesses and properties in the same general areas in which the Borrower operates.

Section 6.03. Conduct of Business and Maintenance of Existence. The Borrower will (i) continue to engage in businesses of the
same general type as now conducted by the Borrower and its Subsidiaries and businesses related thereto or arising out of such businesses,
except to the extent that the failure to maintain any existing business would not have a Material Adverse Effect and (ii) except as otherwise
permitted in Section 6.07, preserve, renew and keep in full force and effect, and will cause each of its Subsidiaries to preserve, renew and keep
in full force and effect, their respective corporate (or other entity) existence and their respective rights, privileges and franchises necessary or
material to the normal conduct of business, except, in each case, where the failure to do so could not reasonably be expected to have a Material
Adverse Effect.

Section 6.04. Compliance with Laws, Etc. The Borrower will comply with all applicable laws, regulations and orders of any
Governmental Authority, domestic or foreign, in respect of the conduct of its business and the ownership of its property (including, without
limitation, compliance with all applicable ERISA and Enviromnental Laws and the requirements of any permits issued under such
Environmental Laws), except to the extent (a) such compliance is being contested in good faith by appropriate proceedings or (b) non
compliance could not reasonably be expected to have a Material Adverse Effect.

Section 6.05. Books and Records. The Borrower (i)will keep, and will cause each of its Subsidiaries to keep, proper books of
record and account in conformity with GAAP and (ii) will permit representatives of the Administrative Agent and each of the Lenders to visit
and inspect any of their respective properties, to examine and make copies from any of their respective books and records and to discuss their
respective affairs, finances and accounts with their officers, any employees and independent public accountants, all at such reasonable times
and as often as may reasonably be desired; provided, that, the rights created in this Section 6.05 to “visit”, “inspect”, “discuss” and copy shall
not extend to any matters which the Borrower deems, in good faith, to be confidential, unless the Administrative Agent and any such Lender
agree in writing to keep such matters confidential.

Section 6.06. Use of Proceeds. The Borrower will request the issuance of Letters of Credit solely to support issuances of tax-
exempt pollution control bonds issued on behalf of the Borrower and/or its Subsidiaries.

Section 6.07. Merger or Consolidation. The Borrower will not merge with or into or consolidate with or into any other
qrporation or entity, unless (i) immediately after giving effect thereto, no event shall occur and be continuing which constitutes a Default, (ii)

)e surviving or resulting Person, as the case may be, assumes and agrees in writing to pay and perform all of the obligations of the Borrower
-6ider this Agreement, (iii) substantially all of the consolidated assets and consolidated revenues of the surviving or resulting Person, as the
case may be, are anticipated to come from the utility or energy businesses and (iv) the senior long-term debt
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ratings from both Rating Agencies of the surviving or resulting Person, as the case may be, immediately following the merger or consolidation
is equal to or greater than the senior long-term debt ratings from both Rating Agencies of the Borrower immediately preceding the
announcement of such consolidation or merger.

Section 6.08. Asset Sales. Except for the sale of assets required to be sold to conform with governmental requirements, the
Borrower shall not consummate any Asset Sale, if the aggregate net book value of all such Asset Sales consummated during the four calendar
quarters immediately preceding any date of determination would exceed 25% of the total assets of the Borrower and its Consolidated
Subsidiaries as of the beginning of the Borrower’s most recently ended full fiscal quarter; provided , however , that any such Asset Sale will be
disregarded for purposes of the 25% limitation specified above: (a) if any such Asset Sale is in the ordinary course of business of the Borrower
(b) if the assets subject to any such Asset Sale are worn out or are no longer useful or necessary in connection with the operation of the
businesses of the Borrower; (c) if the assets subject to any such Asset Sale are being transferred to a Wholly Owned Subsidiary of the
Borrower; (d) if the proceeds from any such Asset Sale (i) are, within twelve (12) months of such Asset Sale, invested or reinvested by the
Borrower in a Permitted Business, (ii) are used by the Borrower to repay Debt of the Borrower, ot (iii) are retained by the Borrower; or (e) if,
prior to any such Asset Sale, both Rating Agencies confirm the then-current Borrower Ratings after giving effect to any such Asset Sale.

Section 6.09. Consolidated Debt to Consolidated Capitalization Ratio. The ratio of Consolidated Debt of the Borrower to
Consolidated Capitalization of the Borrower shall not exceed 70%, measured as of the end of each fiscal quarter.

Section 6.10. Limitation on Liens. Without the consent of the Administrative Agent, the Borrower shall not grant any Lien upon
any of its property or assets in favor of the lenders under the Existing Credit Agreement in order to secure its obligations under the Existing
Credit Agreement. unless the Obligations are secured on an equal and ratable basis with the obligations so secured; provided , however , that
nothing in this Section 6.10 shall prohibit the Borrower from cash collateralizing letters of credit pursuant to Section 2.09 of the Existing Credit
Agreement or similar provisions. For the avoidance of doubt, the limitation on liens and the requirement to secure the Obligations pursuant to
this Section 6.10 shall not apply to (i)the granting of any Liens on the Borrower’s accounts receivable in connection with any accounts
receivable sale or fmancing program and (ii) entering into credit agreements, standby bond purchase agreements or similar facilities in support
of pollution control bonds issued on behalf of the Borrower and securing obligations of the Borrower thereunder, including pursuant to
arrangements similar to the Custody Agreement or otherwise.

ARTICLE \II
DEFAULTS

Section 7.01. Events of Default . If one or more of the following events (each an “Event of Default”) shall have occurred and be
continuing:
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(a) the Borrower shall fail to pay when due any principal on any Reimbursement Obligations; or

(b) the Borrower shall fail to pay when due any interest on Reimbursement Obligations, any fee or any other amount
,

yable hereunder or under any other Loan Document for five (5) days following the date such payment becomes due hereunder; or

(c) the Borrower shall fail to observe or perform any covenant or agreement contained in clause (ii) of Section 6.05, or
Sections 6.06, 6.07, 6.0$ or 6.09; or

(d) the Borrower shall fail to observe or perform any covenant or agreement contained in Section 6.01(d)(i) for 30 days
after any such failure or in Section 6.0l(d)(ii) for ten (10) days after any such failure; or

(e) the Borrower shall fail to observe or perform any covenant or agreement contained in this Agreement or any other
Loan Document (other than those covered by clauses (a), (b), (c) or (U) above) for thirty (30) days after written notice thereof has been given to
the defaulting party by the Administrative Agent, or at the request of the Required Lenders; or

(f) any representation, warranty or certification made by the Borrower in this Agreement or any other Loan Document
or in any certificate, fmancial statement or other document delivered pursuant hereto or thereto shall prove to have been incorrect in any
material respect when made or deemed made; or

(g) the Borrower shall (i) fail to pay any principal or interest, regardless of amount, due in respect of any Material Debt
beyond any period of grace provided with respect thereto, or (ii) fail to observe or perform any other term, covenant, condition or agreement
contained in any agreement or instrument evidencing or governing any such Material Debt beyond any period of grace provided with respect
thereto if the effect of any failure refeired to in this clause (ii) is to cause, or to permit the holder or holders of such Debt or a trustee on its or
their behalf to cause, such Debt to become due prior to its stated maturity; or

(h) the Borrower shall commence a voluntary case or other proceeding seeking liquidation, reorganization or other
relief with respect to itself or its debts under any bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the
appointment of a trustee, receiver, liquidator, custodian or other similar official of it or any substantial part of its property, or shall consent to
any such relief or to the appointment of or taking possession by any such official in an involuntary case or other proceeding commenced
against it, or shall make a general assignment for the benefit of creditors, or shall fail generally to pay, or shall admit in riting its inability to

—nay, its debts as they become due, or shall take any corporate action to authorize any of the foregoing; or

(i) an involuntary case or other proceeding shall be commenced against the Borrower seeking liquidation,
reorganization or other relief with respect to it or its debts under any bankruptcy, insolvency or other similar law now or hereafter in effect or
seeking the appointment of a trustee, receiver, liquidator, custodian or other similar official of it or any substantial part of its property, and such
involuntary case or other proceeding shall remain
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undismissed and unstayed for a period of 60 days; or an order for relief shall be entered against the Borrower under the Bankruptcy Code; or

(j) any member of the ERISA Group shall fail to pay when due an amount or amounts aggregating in excess of
0,000,000 which it shall have become liable to pay under Title IV of EMSA; or notice of intent to terminate a Material Plan shall be filed
Ader Title IV of ERISA by any member of the ERISA Group, any plan administrator or any combination of the foregoing; or the PBGC shall

institute proceedings under Title IV of ERISA to terminate, to impose liability (other than for premiums under Section 4007 of ERISA) in
respect of, or to cause a trustee to be appointed to administer any Material Plan; or a condition shall exist by reason of which the PBGC would
be entitled to obtain a decree adjudicating that any Material Plan must be terminated; or there shall occur a complete or partial withdrawal
from, or default, within the meaning of Section 4219(cX5) of ERISA, with respect to, one or more Multiemployer Plans which could
reasonably be expected to cause one or more members of the ERISA Group to incur a current payment obligation in excess of $50,000,000; or

(k) the Borrower shall fail within sixty (60) days to pay, bond or otherwise discharge any judgment or order for the
payment of money in excess of $20,000,000, entered against the Borrower that is not stayed on appeal or otherwise being appropriately
contested in good faith; or

(1) a Change of Control shall have occurred;

then, and in every such event, while such event is continuing, the Administrative Agent may (A) if requested by the Required Lenders, by
notice to the Borrower terminate the Commitments, and the Commitments shall thereupon terminate, and (B) if requested by the Lenders
holding more than 50% of the sum of the aggregate outstanding principal amount of the Letter of Credit Liabilities at such time, by notice to
the Borrower declare the Letter of Credit Liabilities (together with accrued interest and accrued and unpaid fees thereon and all other amounts
due hereunder) to be, and the Letter of Credit Liabilities shall thereupon become, immediately due and payable without presentment, demand,
protest or other notice of any kind (except as set forth in clause (A) above), all of which are hereby waived by the Borrower and require the
Borrower to, and the Borrower shall, cash collateralize (in accordance with Section 2.05(a)(ii)) all Letter of Credit Liabilities then outstanding;
provided , that, in the case of any Default or any Event of Default specified in Section 7.01(h) or 7.0 1(i) above with respect to the Borrower,
without any notice to the Borrower or any other act by the Administrative Agent or any Lender, the Commitments shall thereupon terminate
and the Letter of Credit Liabilities (together with accrued interest and accrued and unpaid fees thereon and all other amounts due hereunder)
shall become immediately due and payable without presentment, demand, protest or other notice of any kind, all of which are hereby waived by
the Borrower, and the Borrower shall cash collateralize (in accordance with Section 2.05(a)(ii)) all Letter of Credit Liabilities then outstanding.
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ARTICLE VIII
THE AGENT

Section 8.01. Appointment and Authorization. Each Lender hereby irrevocably designates and appoints the Administrative Agent
to act as specified herein and in the other Loan Documents and to take such actions on its behalf under the provisions of this Agreement and the
other Loan Documents and perform such duties as are expressly delegated to the Administrative Agent by the terms of this Agreement and the
other Loan Documents, together with such other powers as are reasonably incidental thereto. The Administrative Agent agrees to act as such
upon the express conditions contained in this Article VIII. Notwithstanding any provision to the contrary elsewhere in this Agreement or in
any other Loan Document, the Administrative Agent shall not have any duties or responsibilities, except those expressly set forth herein or in
the other Loan Documents, or any fiduciary relationship with any Lender, and no implied covenants, functions, responsibilities, duties,
obligations or liabilities shall be read into this Agreement or otherwise exist against the Administrative Agent. The provisions of this Article
VIII are solely for the benefit of the Administrative Agent and Lenders, and no other Person shall have any rights as a third party beneficiary of
any of the provisions hereof, for the sake of clarity, the Lenders hereby agree that no Person other than the Administrative Agent shall have, in
such capacity, any duties or powers with respect to this Agreement or the other Loan Documents.

Section 8.02. Individual Capacity. The Administrative Agent and its Affiliates may make loans to, accept deposits from and
generally engage in any kind of business with the Borrower and its Affiliates as though the Administrative Agent were not the Administrative
Agent. With respect to the advances made by it and all obligations owing to it, the Administrative Agent shall have the same rights and powers
under this Agreement as any Lender and may exercise the same as though it were not the Administrative Agent, and the terms “Required
Lenders”, “Lender” and “Lenders” shall include the Administrative Agent in its individual capacity.

Section 8.03. Delegation of Duties. The Administrative Agent may execute any of its duties under this Agreement or any other
Loan Document by or through agents or attorneys-in-fact. The Administrative Agent shall not be responsible for the negligence or misconduct
of any agents or attorneys-in-fact selected by it with reasonable care except to the extent otherwise required by Section 8.07.

Section 8.04. Reliance by the Administrative Aaent . The Administrative Agent shall be entitled to rely, and shall be fully
protected in relying, upon any note, writing, resolution, notice, consent, certificate, affidavit, letter, telecopy or other electronic facsimile
transmission, telex, telegram. cable, teletype, electronic transmission by modem, computer disk or any other message, statement, order or other
writing or conversation believed by it to be genuine and correct and to have been signed, sent or made by the proper Person or Persons and
upon advice and statements of legal counsel (including, without limitation, counsel to the Borrower), independent accountants and other( -çxperts selected by the Administrative Agent. The Administrative Agent shall be fully justified in failing or refusing to take any action under
)is Agreement or any other Loan Document unless it shall first receive such advice or concurrence of the Required Lenders, or all of the

enders, if applicable, as it deems appropriate or it shall first be indenmified to its satisfaction by the Lenders against any and all liability and
expense which may be incurred by it by reason of taking or continuing to take any such action. The Administrative Agent shall in all
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cases be fully protected in acting, or in refraining from acting, under this Agreement and the other Loan Documents in accordance with a
request of the Required Lenders or all of the Lenders, if applicable, and such request and any action taken or failure to act pursuant thereto shall
be binding upon all of the Lenders.

Section 8.05. Notice of Default. The Administrative Agent shall not be deemed to have knowledge or notice of the occurrence of
any Default hereunder unless the Administrative Agent has received notice from a Lender or the Borrower referring to this Agreement,
describing such Default and stating that such notice is a “notice of default”. If the Administrative Agent receives such a notice, the
Administrative Agent shall give prompt notice thereof to the Lenders. The Administrative Agent shall take such action with respect to such
Default as shall be reasonably directed by the Required Lenders; provided, that, unless and until the Administrative Agent shall have received
such directions, the Administrative Agent may (but shalt not be obligated to) take such action, or refrain from taking such action, with respect
to such Default as it shall deem advisable in the best interests of the Lenders.

Section 8.06. Non-Reliance on the Agent and Other Lenders. Each Lender expressly acknowledges that neither the Agent nor any
officer, director, employee, agent, attorney-in-fact or affiliate of the Agent has made any representations or warranties to it and that no act by
the Agent hereafter taken, including any review of the affairs of the Borrower, shall be deemed to constitute any representation or warranty by
the Agent to any Lender. Each Lender acknowledges to the Agent that it has, independently and without reliance upon the Agent or any other
Lender, and based on such documents and information as it has deemed appropriate, made its own appraisal of and investigation into the
business, assets, operations, property, fmancial and other condition, prospects and creditworthiness of the Borrower and made its own decision
to make advances hereunder and to enter into this Agreement. Each Lender also acknowledges that it will, independently and without reliance
upon the Agent or any other Lender, and based on such documents and information as it shall deem appropriate at the time, continue to make
its own credit analysis, appraisals and decisions in taking or not taking action under this Agreement, and to make such investigation as it deems
necessary to inform itself as to the business, assets, operations, property. fmancial and other condition, prospects and creditworthiness of the
Borrower. The Agent shall not have any duty or responsibility to provide any Lender with any credit or other information concerning the
business, operations, assets, property, financial and other condition, prospects or creditworthiness of the Borrower which may come into the
possession of the Agent or any of its officers, directors, employees, agents, attorneys-in-fact or affiliates.

Section 8.07. Exculpatory Provisions . The Administrative Agent shall not, and no officers, directors, employees, agents.
attorneys-in-fact or affiliates of the Administrative Agent, shall (1) be liable for any action lawfully taken or omitted to be taken by it under or
in coimection with this Agreement or any other Loan Document (except for its own gross negligence, willful misconduct or bad faith) or (ii) be
responsible in any manner to any of the Lenders for any recitals, statements, representations or warranties made by the Borrower or any of its
officers contained in this Agreement, in any other Loan Document or in any certificate, report, statement or other document referred to or

provided for in, or received by the Administrative Agent under or in connection with, this Agreement or any other Loan Document or for any
lure of the Borrower or any of its officers to perform its obligations hereunder or thereunder. The
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Administrative Agent shall not be under any obligation to any Lender to ascertain or to inquire as to the observance or performance of any of
the agreements contained in, or conditions of, this Agreement or any other Loan Document, or to inspect the properties, books or records of the
Borrower. The Administrative Agent shall not be responsible to any Lender for the effectiveness, genuineness, validity, enforceability,

ilectibility or sufficiency of this Agreement or any other Loan Document or for any representations, warranties, recitals or statements made
any other Person herein or therein or made by any other Person in any written or oral statement or in any financial or other statements,

instruments, reports. certificates or any other documents in coimection herewith or therewith furnished or made by the Administrative Agent to
the Lenders or by or on behalf of the Borrower to the Administrative Agent or any Lender or be required to ascertain or inquire as to the
performance or observance of any of the terms, conditions, provisions, covenants or agreements contained herein or therein or as to the use of
the proceeds of the advances or of the existence or possible existence of any Default.

Section 8.08. Indemnification. To the extent that the Borrower for any reason fails to indefeasibly pay any amount required under
Sections 9.03(a), (b) or (c) to be paid by it to the Administrative Agent (or any sub-agent thereof), the Lenders agree to indenmify the
Administrative Agent, in its capacity as such, and hold the Administrative Agent, in its capacity as such, harmless ratably according to theft
respective Commitments from and against any and all liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs and
reasonable expenses or disbursements of any kind whatsoever which may at any time (including, without limitation, at any time following the
full payment of the obligations of the Borrower hereunder) be imposed on, incurred by or asserted against the Administrative Agent, in its
capacity as such, in any way relating to or arising out of this Agreement or any other Loan Document, or any documents contemplated hereby
or referred to herein or the transactions contemplated hereby or any action taken or omitted to be taken by the Administrative Agent under or in
counection with any of the foregoing, but only to the extent that any of the foregoing is not paid by the Borrower; provided, that no Lender
shall be liable to the Administrative Agent for the payment of any portion of such liabilities, obligations, losses, damages, penalties, actions,
judgments, suits, costs or expenses or disbursements resulting from the gross negligence, willful misconduct or bad faith of the Administrative
Agent. If any indemnity furnished to the Administrative Agent for any purpose shall, in the reasonable opinion of the Adnilnistrative Agent, be
insufficient or become impaired, the Administrative Agent may call for additional indemnity and cease, or not commence, to do the acts
indenmified against until such additional indenmity is furnished. The agreement in this Section 8.08 shall survive the payment of all Letter of
Credit Liabilities, fees and other obligations of the Borrower arising hereunder.

Section 8.09. Resignation; Successors. The Administrative Agent may resign as Administrative Agent upon twenty (20) days
notice to the Lenders. Upon the resignation of the Administrative Agent, the Required Lenders shall have the right to appoint from among the
Lenders a successor to the Administrative Agent, subject to prior approval by the Borrower (so long as no Event of Default exists) (such
approval not to be unreasonably withheld), whereupon such successor Administrative Agent shall succeed to and become vested with all the
rights, powers and duties of the retiring Administrative Agent, and the term “Administrative Agent” shall include such successor
-dministrative Agent effective upon its appointment, and the retiring Administrative Agent’s rights, powers and duties as Administrative

ent shall be terminated, without any other or further act or deed on the part of such former Administrative
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Agent or any of the parties to this Agreement or any other Loan Document. If no successor shall have been appointed by the Required Lenders
and approved by the Borrower and shall have accepted such appointment within thirty (30) days after the retiring Administrative Agent gives
notice of its resignation, then the retiring Administrative Agent may at its election give notice to the Lenders and the Borrower of the

mediate effectiveness of its resignation and such resignation shall thereupon become effective and the Lenders collectively shall perform all
the duties of the Administrative Agent hereunder and under the other Loan Documents until such time, if any, as the Required Lenders

appoint a successor agent as provided for above. After the retiring Administrative Agent’s resignation hereunder as Administrative Agent, the
provisions of this Article VIII shall inure to its benefit as to any actions taken or omitted to be taken by it while it was Administrative Agent
under this Agreement or any other Loan Document.

Section 8.10. Administrative Agent’s fees. The Borrower shall pay to the Administrative Agent for its own account fees in the
amount and at the times agreed upon between the Borrower and the Administrative Agent pursuant to the fee Letter referenced in clause (ii) of
the defmition thereof.

ARTICLE IX
MISCELLANEOUS

Section 9.01. Notices . Except as otherwise expressly provided herein, all notices and other communications hereunder shall be in
writing (for purposes hereof, the term “writing” shall include information in electronic format such as electronic mail and internet web pages)
or by telephone subsequently confirmed in writing; provided that the foregoing shall not apply to notices to any Lender or Issuing Lender
pursuant to Article II or Article III, as applicable, if such Lender or Issuing Lender, as applicable, has notified the Administrative Agent that it
is incapable of receiving notices under such Article in electronic format. Any notice shall have been duly given and shall be effective if
delivered by hand delivery or sent via electronic mail, telecopy, recognized overnight courier service or certified or registered mail, return
receipt requested, or posting on an internet web page, and shall be presumed to be received by a party hereto (1) on the date of delivery if
delivered by hand or sent by electronic mail, posting on an internet web page, or telecopy, (ii) on the Business Day following the day on which
the same has been delivered prepaid (or on an invoice basis) to a reputable national overnight air courier service or (iii) on the third Business
Day following the day on which the same is sent by certified or registered mail, postage prepaid, in each case to the respective parties at the
address or telecopy numbers, in the case of the Borrower and the Administrative Agent, set forth below, and, in the case of the Lenders, set
forth on signature pages hereto, or at such other address as such party may specify by written notice to the other parties hereto:
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if to the Borrower:

Kentucky Utilities Company
One Quality Street
Lexington, Kentucky 40507
Attention: Treasurer
Telephone: 502-627-4956
Facsimile: 502-627-4742

with a copies to:

Kentucky Utilities Company
One Quality Street
Lexington, Kentucky 40507
Attention: General Counsel
Telephone: 502-627-3665
facsimile: 502-627-4622

PPL Services Corporation
Two North Ninth Street (GENTW4)
Allentown, Pennsylvania 18101-1179
Attention: Frederick C. Paine, Esq.
Telephone: 610-774-7445
Facsimile: 610-774-6726

PPL Services Corporation
Two North Ninth Street (GENTWI4)
Allentown, Pennsylvania 18101-1179
Attention: Russell R. Clelland
Telephone: 610-774-5151
Facsimile: 610-774-5235

•to the Administrative Agent:

BANCO BILBAO VIZCAYA ARGENTARIA S.A., NEW YORK BRANCH
Global Lending USA & Canada
1345 Avenue of the Americas, 45th Floor
New York, NY 10105
Attention: Anne-Maureen Sarfati, Head of Portfolio Management & Monitoring
Email: prnsfbbvanv.com
facsimile No.: (212) 258-2216

with a copy to:

Davis Polk & Wardwell LLP
450 Lexington Avenue
New York, New York 10017
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Attention: Jason Kynvood
Telephone: 212-450-4653
facsimile: 212-450-5653

Section 9.02. No Waivers: Non-Exclusive Remedies. No failure by the Agent or any Lender to exercise, no course of dealing with
respect to, and no delay in exercising any right, power or privilege hereunder or under any other Loan Document shall operate as a waiver
thereof nor shall any single or partial exercise thereof preclude any other or further exercise thereof or the exercise of any other right, power or
privilege. The rights and remedies provided herein and in the other Loan Documents shall be cumulative and not exclusive of any rights or
remedies provided by law.

Section 9.03. Expenses; Indemnification.

(a) Expenses. The Borrower shall pay (1) all out-of-pocket expenses of the Agent, including legal fees and
disbursements of Davis Polk & Wardwell LLP and any other local counsel retained by the Agent, in its reasonable discretion, in connection
with the preparation, execution, delivery and administration of the Loan Documents, any waiver or consent thereunder or any amendment
thereof or any Default or alleged Default thereunder and (ii) all reasonable out-of-pocket expenses incurred by the Agent and each Lender,
including (without duplication) the fees and disbursements of outside counsel, in connection with any restructuring, workout, collection,
bankruptcy, insolvency and other enforcement proceedings in connection with the enforcement and protection of its rights; provided , that the
Borrower shall not be liable for any legal fees or disbursements of any counsel for the Agent and the Lenders other than Davis Polk &
Wardwell LLP associated with the preparation, execution and delivery of this Agreement and the closing documents contemplated hereby.

(b) Indemnity in Respect of Loan Documents. The Borrower agrees to indemnify the Agent and each Lender, theft
respective Affiliates and the respective directors, officers, trustees, agents, employees, trustees and advisors of the foregoing (each an”
Indenmitee “) and hold each Indenmitee harmless from and against any and all liabilities, obligations, losses, damages, penalties, actions,
judgments, suits, costs and expenses or disbursements of any kind whatsoever (including, without limitation, the reasonable fees and
disbursements of counsel and any civil penalties or fmes assessed by OFAC), which may at any time (including, without limitation, at any time
following the payment of the obligations of the Borrower hereunder) be imposed on, incurred by or asserted against such Indenmitee in
connection with any investigative, administrative or judicial proceeding (whether or not such Indemnitee shall be designated a party thereto)
brought or threatened (by any third party, by the Borrower or any Subsidiary of the Borrower) in any way relating to or arising out of this
Agreement, any other Loan Document or any documents contemplated hereby or referred to herein or any actual or proposed use of proceeds
f advances hereunder; provided that no Indemnitee shall have the right to be indemnified hereunder for such hidemnitee’s own gross

)gligence or willful misconduct as determined by a court of competent jurisdiction in a final, non-appealable judgment or order.

(c) Indemnity in Respect of Environmental Liabilities. The Borrower agrees to indenmify each Indemnitee and hold
each Indemnitee harmless from and against any and all
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liabilities, obligations, losses, damages, penalties, actions, judgments, suits, claims, costs and expenses or disbursements of any kind
whatsoever (including, without limitation, reasonable expenses of investigation by engineers, environmental consultants and similar technical

ersonnel and reasonable fees and disbursements of counsel) which may at any time (including, without limitation, at any time following the
yment of the obligations of the Borrower hereunder) be imposed on, incurred by or asserted against such Indemnitee in respect of or in

onnection with any actual or alleged presence or release of Hazardous Substances on or from any property now or previously owned or
operated by the Borrower or any of its Subsidiaries or any predecessor of the Borrower or any of its Subsidiaries, or any and all Environmental
Liabilities. Without limiting the generality of the foregoing, the Borrower hereby waives all rights of contribution or any other rights of
recovery with respect to liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs and expenses and disbursements in
respect of or in connection with Environmental Liabilities that it might have by statute or otherwise against any Indemnitee.

(d) Waiver of Damaces. To the fullest extent permitted by applicable law, the Borrower shall not assert, and hereby
waives, any claim against any hidenmitee, on any theory of liability, for special, indirect, consequential or punitive damages (as opposed to
direct or actual damages) arising out of, in connection with, or as a result of, this Agreement, any other Loan Document or any agreement or
instrument contemplated hereby, the transactions contemplated hereby or thereby, any Letter of Credit or Loan or the use of the proceeds
thereof. No Indenmitee referred to in clause (b) above shall be liable for any damages arising from the use by unintended recipients of any
information or other materials distributed by it though telecommunications, electronic or other information transmission systems in connection
with this Agreement or the other Loan Documents or the transactions contemplated hereby or thereby; provided that nothing in this Section
9.03(d) shall relieve any Lender from its obligations under Section 9.12.

Section 9.04. Sharing of Set-Offs . Each Lender agrees that if it shall, by exercising any right of set-off or counterclaim or
otherwise, receive payment of a proportion of the aggregate amount of principal and interest due with respect to any Letter of Credit Liabilities
which is greater than the proportion received by any other Lender in respect of the aggregate amount of principal and interest due with respect
to any Letter of Credit Liabilities made or held by such other Lender, the Lender receiving such proportionately greater payment shall purchase
such participations in the Letter of Credit Liabilities held by the other Lenders, and such other adjustments shall be made, in each case as may
be required so that all such payments of principal and interest with respect to Letter of Credit Liabilities made or held by the Lenders shall be
shared by the Lenders pro rata; provided, that nothing in this Section shall impair the right of any Lender to exercise any right of set-off or
counterclaim it may have for payment of indebtedness of the Borrower other than its indebtedness hereunder.

Section 9.05. Amendments and Waivers . Any provision of this Agreement may be amended or waived if, but only if, such
amendment or waiver is in writing and is signed by the Borrower and the Required Lenders (and, if the rights or duties of the Administrative
Agent or any Issuing Lenders are affected thereby, by the Administrative Agent or such Issuing Lender, as relevant); provided, that no such
amendment or waiver shall, (a) unless signed by each Lender adversely affected thereby, (i) increase the Commitment of any Lender or subject
iy Lender to
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aiiy additional obligation (it being understood that waivers or modifications of conditions precedent, covenants, Defaults or of mandatory
reductions in the Conmiitments shall not constitute an increase of the Commitment of any Lender, and that an increase in the available portion
of any Commitment of any Lender as in effect at any time shall not constitute an increase in such Commitment), (ii) reduce the amount to be

mbursed in respect of any Letter of Credit or Loan or any interest thereon or any fees hereunder, (iii) postpone the date fixed for any
- yment of the amount to be reimbursed in respect of any Letter of Credit or Loan or any interest thereon or any fees hereunder or for any

scheduled reduction or termination of any Commitment or (except as expressly provided in Article III) expiration date of any Letter of Credit,
(iv) amend Section 2.01, (v) change any provision hereof in a manner that would alter the pro rata sharing of payments required by Sections
2.06(a), 2.05(b) or 9.04 or the pro rata reduction of Commitments required by Section 2.04(a) or (vi) change the currency in which Letters of
Credit are to be issued or payment under the Loan Documents is to be made, or add additional borrowers or (b) unless signed by each Lender,
change the defmition of Required Lender or this Section 9.05 or Section 9.06(a).

Section 9.06. Successors and Assigns.

(a) Successors and Assigns. The provisions of this Agreement shall be binding upon and inure to the benefit of the
parties hereto and their respective successors and assigns, except that the Borrower may not assign or otherwise transfer any of its rights under
this Agreement without the prior written consent of all of the Lenders, except to the extent any such assignment results from the consummation
of a merger or consolidation permitted pursuant to Section 6.07 of this Agreement.

(b) Participations. Any Lender may at any time grant to one or more banks or other financial institutions or special
purpose funding vehicle (each a “Participant “) participating interests in its Commitments and/or any or all of its Letter of Credit Liabilities. In
the event of any such grant by a Lender of a participating interest to a Participant, whether or not upon notice to the Borrower and the
Administrative Agent, such Lender shall remain responsible for the performance of its obligations hereunder, and the Borrower, the Issuing
Lenders and the Administrative Agent shall continue to deal solely and directly with such Lender in connection with such Lender’s rights and
obligations under this Agreement. My agreement pursuant to which any Lender may grant such a participating interest shall provide that such
Lender shall retain the sole right and responsibility to enforce the obligations of the Borrower hereunder including, without limitation, the right
to approve any amendment, modification or waiver of any provision of this Agreement; provided ,that such participation agreement may
provide that such Lender will not agree to any modification, amendment or waiver of this Agreement which would (i) extend the Termination
Date, reduce the rate or extend the time of payment of principal, interest or fees on any Letter of Credit Liability in which such Participant is
participating (except in connection with a waiver of applicability of any post-default increase in interest rates) or reduce the principal amount
thereof or increase the amount of the Participant’s participation over the amount thereof then in effect (it being understood that a waiver of any
Default or of a mandatory reduction in the Commitments shall not constitute a change in the terms of such participation, and that an increase in

j
-ny Commitment or Letter of Credit Liability shall be permitted without the consent of any Participant if the Participant’s participation is not

)creased as a result thereof) or (ii) allow the assignment or transfer by the Borrower of any of its rights
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and obligations under this Agreement, without the consent of the Participant, except to the extent any such assignment results from the
consuimnation of a merger or consolidation permitted pursuant to Section 6.07 of this Agreement. The Borrower agrees that each Participant
hail, to the extent provided in its participation agreement. be entitled to the benefits of Article II with respect to its participating interest to the

e extent as if it were a Lender, subject to the same limitations, and in no case shall any Participant be entitled to receive any amount
àyable pursuant to Article II that is greater than the amount the Lender granting such Participant’s participating interest would have been
entitled to receive had such Lender not sold such participating interest. An assignment or other transfer which is not permitted by subsection
(c) or (d) below shall be given effect for purposes of this Agreement only to the extent of a participating interest granted in accordance with this
subsection (b). Each Lender that sells a participation shall, acting solely for this purpose as an agent of the Borrower, maintain a register
(solely for tax purposes) on which it enters the name and address of each Participant and the principal amounts (and stated interest) of each
Participant’s interest in the obligations under the Loan Documents (the “ Participant Register “); provided , that no Lender shall have any
obligation to disclose all or any portion of the Participant Register to any Person (including the identity of any Participant or any information
relating to a Participants interest in any obligations under the Loan Documents) except to the extent that such disclosure is necessary to
establish that such obligation is in registered form under Section 5f.l03-l(c) of the United States Treasury Regulations.. The entries in the
Participant Register shall be conclusive absent manifest error, and such Lender shall treat each Person whose name is recorded in the
Participant Register as the owner of such participation for all purposes of this Agreement notwithstanding any notice to the contrary.

(c) Assignments Generally. Any Lender may at any time assign to one or more Eligible Assignees (each, an”
Assignee “) all, or a proportionate part (equivalent to an initial amount of not less than $5,000,000 or any larger integral multiple of
$1,000,000), of its rights and obligations under this Agreement and, if still in existence, its Commitment, and such Assignee shall assume such
rights and obligations, pursuant to an Assignment and Assumption Agreement in substantially the form of Exhibit B attached hereto executed
by such Assignee and such transferor, with (and subject to) the consent of(i) the Borrower, which shall not be unreasonably withheld or
delayed, (ii) the Administrative Agent, which shall not be unreasonably withheld or delayed, and (iii) each Issuing Lender, in its sole
discretion; provided , that if an Assignee is an Affiliate of such transferor Lender or was a Lender immediately prior to such assignment, no
such consent of the Borrower or the Administrative Agent shall be required; provided , further , that if at the time of such assignment a Default
or an Event of Default has occurred and is continuing, no such consent of the Borrower shall be required; provided , further , that the provisions
of Sections 2.08, 2.09 and 9.03 of this Agreement shall inure to the benefit of a transferor with respect to any Letters of Credit issued or any
other actions taken by such transferor while it was a Lender. Upon execution and delivery of such instrument and payment by such Assignee to
such transferor of an amount equal to the purchase price agreed between such transferor and such Assignee, such Assignee shall be a Lender
party to this Agreement and shall have all the rights and obligations of a Lender with a Commitment, if any, as set forth in such instrument of
assumption, and the transferor shall be released from its obligations hereunder to a corresponding extent, and no further consent or action by
any party shall be required. In coimection with any such assignment, the transferor shall pay to the Administrative Agent an administrative fee

r processing such assignment in the amount of $3,500; provided that the
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Administrative Agent may, in its sole discretion, elect to waive such administrative fee in the case of any assignment. Each Assignee shall, on
or before the effective date of such assignment, deliver to the Borrower and the Administrative Agent certification as to exemption from
deduction or withholding of any United States Taxes in accordance with Section 2.09(e).

(d) Assignments to Federal Reserve Banks. Any Lender may at any time assign all or any portion of its rights under
this Agreement to a Federal Reserve Bank. No such assignment shall release the transferor Lender from its obligations hereunder.

(e) Register. The Borrower hereby designates the Administrative Agent to serve as the Borrower’s agent, solely for
purposes of this Section 9.06(e), to (i) maintain a register (the “ Register “) on which the Administrative Agent will record the Commitments
from time to time of each Lender, the advances made by each Lender and each repayment in respect of the principal amount of such advances
of each Lender and to (ii) retain a copy of each Assignment and Assumption Agreement delivered to the Administrative Agent pursuant to this
Section. Failure to make any such recordation, or any error in such recordation, shall not affect the Borrower’s obligation in respect of such
advances. The entries in the Register shall be conclusive, in the absence of manifest error, and the Borrower, the Administrative Agent, the
Issuing Lenders and the other Lenders shall treat each Person in whose name an advance is registered as the owner thereof for all purposes of
this Agreement, notwithstanding notice or any provision herein to the contrary. With respect to any Lender, the assignment or other transfer of
the Commitments of such Lender and the rights to the principal of, and interest on, any advance made pursuant to this Agreement shall not be
effective until such assignment or other transfer is recorded on the Register and, except to the extent provided in this subsection 9.06(e),
otherwise complies with Section 9.06, and prior to such recordation all amounts owing to the transferring Lender with respect to such
Commitments shall remain owing to the transferring Lender. The registration of assignment or other transfer of all or part of any
Commitments for a Lender shall be recorded by the Administrative Agent on the Register only upon the acceptance by the Administrative
Agent of a properly executed and delivered Assignment and Assumption Agreement and payment of the administrative fee referred to in
Section 9.06(c). The Register shall be available for inspection by each of the Borrower and each Issuing Lender at any reasonable time and
from time to time upon reasonable prior notice. In addition, at any time that a request for a consent for a material or substantive change to the
Loan Documents is pending, any Lender wishing to consult with other Lenders in connection therewith may request and receive from the
Administrative Agent a copy of the Register. The Borrower may not replace any Lender pursuant to Section 2.04(b), unless, with respect to
any Notes held by such Lender, the requirements of subsection 9.06(c) and this subsection 9.06(e) have been satisfied.

Section 9.07. Governing Law; Submission to Jurisdiction. This Agreement shall be governed by and construed in accordance
with the internal laws of the State of New York. The Boirower hereby submits to the nonexclusive jurisdiction of the United States District
Court for the Southern District of New York and of any New York State court sitting in New York City for purposes of all legal proceedings
arising out of or relating to this Agreement or the transactions contemplated hereby. The Borrower irrevocably waives, to the fullest extent

• ennitted by law, any objection which it may now or hereafter have to the laying of the venue of any such proceeding brought in such court
)d any claim that any such proceeding brought in any such court has been brought in an inconvenient forum.
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Section 9.08. Counterparts; Integration; Effectiveness . This Agreement shall become effective on the Effective Date. This
Agreement maybe signed in any number of counterparts, each of which shall be an original, with the same effect as if the signatures thereto

U hereto were upon the same instrument. On and after the Effective Date, this Agreement, the other Loan Documents and the fee Letter
J)nstitute the entire agreement and understanding among the parties hereto and supersede any and all prior agreements and understandings, oral

or written, relating to the subject matter hereof and thereof.

Section 9.09. Generally Accepted Accounting Principles. Unless otherwise specified herein, all accounting terms used herein
shall be interpreted, all accounting determinations hereunder shall be made and all fmancial statements required to be delivered hereunder shall
be prepared in accordance with GAAP as in effect from time to time, applied on a basis consistent (except for changes concurred in by the
Borrower’s independent public accountants) with the audited consolidated fmancial statements of the Borrower and its Consolidated
Subsidiaries most recently delivered to the Lenders; provided, that, if the Borrower notifies the Administrative Agent that the Borrower wishes
to amend any covenant in Article VI to eliminate the effect of any change in GAAP on the operation of such covenant (or if the Administrative
Agent notifies the Borrower that the Required Lenders wish to amend Article VI for such purpose), then the Borrower’s compliance with such
covenant shall be determined on the basis of GAAP in effect immediately before the relevant change in GAAP became effective, until either
such notice is withdrawn or such covenant is amended in a manner satisfactory to the Borrower and the Required Lenders.

Section 9.10. Usage. The following rules of construction and usage shall be applicable to this Agreement and to any instrument or
agreement that is governed by or referred to in this Agreement.

(a) All terms defmed in this Agreement shall have the defmed meanings when used in any instrument governed hereby
or referred to herein and in any certificate or other document made or delivered pursuant hereto or thereto unless otherwise defined therein.

(b) The words “hereof’, “herein”, “hereunder” and words of similar import when used in this Agreement or in any
instrument or agreement governed here shall be construed to refer to this Agreement or such instrument or agreement, as applicable, in its
entirety and not to any particular provision or subdivision hereof or thereof.

(c) References in this Agreement to “Article”, “Section”, “Exhibit”, “Schedule” or another subdivision or attachment
shall be construed to refer to an article, section or other subdivision of, or an exhibit, schedule or other attachment to, this Agreement unless the
context otherwise requires; references in any instrument or agreement governed by or referred to in this Agreement to “Article”, “Section”,
“Exhibit”, “Schedule” or another subdivision or attachment shall be construed to refer to an article, section or other subdivision of, or an
exhibit, schedule or other attachment to, such instrument or agreement unless the context otherwise requires.

(d) The definitions contained in this Agreement shall apply equally to the singular and plural forms of such
terms. Whenever the context may require, any pronoun shall
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include the corresponding masculine, feminine and neuter forms. The word “will” shall be construed to have the same meaning as the word
“shall”. The term “including” shall be construed to have the same meaning as the phrase “including without limitation”.

(e) Unless the context otherwise requires, any defmition of or reference to any agreement, instrument, statute or
,. cument contained in this Agreement or in any agreement or instrument that is governed by or referred to in this Agreement shall be

construed (i) as referring to such agreement, instrument, statute or document as the same may be amended, supplemented or otherwise
modified from time to time (subject to any restrictions on such amendments, supplements or modifications set forth in this Agreement or in any
agreement or instrument governed by or referred to in this Agreement), including (in the case of agreements or instruments) by waiver or
consent and (in the case of statutes) by succession of comparable successor statutes and (ii) to include (in the case of agreements or
instruments) references to all attachments thereto and instruments incorporated therein. Any reference to any Person shall be construed to
include such Person’s successors and permitted assigns.

(1) Unless the context otherwise requires, whenever any statement is qualified by “to the best knowledge of’ or “known
to” (or a similar phrase) any Person that is not a natural person, it is intended to indicate that the senior management of such Person has
conducted a commercially reasonable inquiry and investigation prior to making such statement and no member of the senior management of
such Person (including managers, in the case of limited liability companies, and general partners, in the case of partnerships) has current actual
knowledge of the inaccuracy of such statement.

Section 9.11. WAIVER OF JURY TRIAL. THE BORROWER HEREBY IRREVOCABLY WAIVES ANY AND ALL RIGHT
TO TRIAL BY JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT OR THE
TRANSACTIONS CONTEMPLATED HEREBY.

Section 9.12. Confidentiality. Each Lender agrees to hold all non-public information obtained pursuant to the requirements of this
Agreement in accordance with its customary procedure for handling confidential information of this nature and in accordance with safe and
sound banking practices; provided, that nothing herein shall prevent any Lender from disclosing such information (i) to any other Lender or to
the Agent, (ii) to any other Person if reasonably incidental to the administration of the Letter of Credit Liabilities, (iii) upon the order of any
court or administrative agency, (iv) to the extent requested by, or required to be disclosed to, any rating agency or regulatory agency or similar
authority (including any self-regulatory authority, such as the National Association of Insurance Commissioners), (v) which had been publicly
disclosed other than as a result of a disclosure by the Agent or any Lender prohibited by this Agreement, (vi) in connection with any litigation
to which the Agent, any Lender or any of their respective Subsidiaries or Affiliates may be party, (vii) to the extent necessary in connection
with the exercise of any remedy hereunder, (viii) to such Lender’s or Agent’s Affiliates and their respective directors, officers, employees and

f
agents including legal counsel and independent auditors (it being understood that the Persons to whom such disclosure is made will be

)forrned of the confidential nature of such information and instructed to keep such information confidential), (ix) with the consent of the
ioirower, (x) to Gold Sheets and other similar bank trade publications, such information to consist solely of deal tenns and other information
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customarily found in such publications and (xi) subject to provisions substantially similar to those contained in this Section, to any actual or
proposed Participant or Assignee or to any actual or prospective counterparty (or its advisors) to any securitization, swap or derivative
ransaction relating to the Borrower’s Obligations hereunder. Notwithstanding the foregoing, the Agent, any Lender or Davis Polk & Wardwell

P may circulate promotional materials and place advertisements in fmancial and other newspapers and periodicals or on a home page or
.iinilar place for dissemination of information on the Internet or worldwide web, in each case, after the closing of the transactions contemplated

by this Agreement in the form of a “tombstone” or other release limited to describing the names of the Borrower or its Affiliates, or any of
them, and the amount, type and closing date of such transactions, all at their sole expense.

Section 9.13. USA PATRIOT Act Notice. Each Lender that is subject to the Patriot Act (as hereinafler defmed) and the
Administrative Agent (for itself and not on behalf of any Lender) hereby notifies the Borrower that pursuant to the requirements of the USA
PATRIOT Act (Title III of Pub.L. 107-56 (signed into law October 26, 2001)) (the “Patriot Act”), it is required to obtain, verify and record
information that identifies the Borrower, which information includes the name and address of the Borrower and other information that will
allow such Lender or the Administrative Agent, as applicable, to identify the Borrower in accordance with the Patriot Act.

Section 9.14. No fiduciary Duty . The Agent, each Lender and their respective Affiliates (collectively, solely for purposes of this
paragraph, the “Lender Parties”), may have economic interests that conflict with those of the Borrower, its Affiliates and/or their respective
stockholders (collectively, solely for purposes of this paragraph, the “Borrower Parties”). The Borrower agrees that nothing in the Loan
Documents or otherwise will be deemed to create an advisory, fiduciary or agency relationship or fiduciary or other implied duty (other than
any implied duty of good faith) between any Lender Party, on the one hand, and any Borrower Party, on the other. The Lender Parties
acknowledge and agree that (a) the transactions contemplated by the Loan Documents (including the exercise of rights and remedies hereunder
and thereunder) are ann’s-length commercial transactions between the Lender Parties, on the one hand, and the Borrower, on the other and (b)
in coimection therewith and with the process leading thereto, (i) no Lender Party has assumed an advisory or fiduciary responsibility in favor of
any Borrower Party with respect to the transactions contemplated hereby (or the exercise of rights or remedies with respect thereto) or the
process leading thereto (irrespective of whether any Lender Party has advised, is currently advising or will advise any Borrower Party on other
mailers) or any other obligation to any Borrower Party except the obligations expressly set forth in the Loan Documents and (ii) each Lender
Party is acting solely as principal and not as the agent or fiduciary of any Borrower Party. The Borrower acknowledges and agrees that the
Borrower has consulted its own legal and fmancial advisors to the extent it deemed appropriate and that it is responsible for making its own
independent judgment with respect to such transactions and the process leading thereto. The Borrower agrees that it will not claim that any
Lender Party has rendered advisory services of any nature or respect, or owes a fiduciary or similar duty to any Borrower Party, in connection
with such transaction or the process leading thereto.

Section 9.15. Amendment And Restatement

(a) On the Amendment and Restatement Effective Date, without further action by any of the parties to the Original
Letter of Credit Agreement, (i) the Original Letter of
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Credit Agreement (excluding the appendices and exhibits thereto) will be automatically amended and restated to read as this Agreement reads,
and (ii) Exhibits A, B and D hereto will be replaced by Exhibits A, B and D to the Amendment and Restatement Agreement and Exhibit C

ereto will be deleted in its entirety. On and after the Amendment and Restatement Effective Date, the rights and obligations of all Lenders
d the other parties hereto shall be governed by the provisions hereof; provided that the rights and obligations of the parties to the Original

etter of Credit Agreement with respect to the period before the Amendment and Restatement Effective Date shall continue to be governed by
the provision thereof as in effect before the Amendment and Restatement Effective Date.

(b) The parties hereto and each Lender further acknowledge and agree that this Agreement constitutes an amendment of
the Original Letter of Credit Agreement made under and in accordance with the terms of Section 9.05 of the Original Letter of Credit
Agreement. The Borrower hereby acknowledges that it has reviewed the temis and provisions of this Agreement and consents to the
amendment and restatement of the Original Letter of Credit Agreement effected pursuant to this Agreement. In addition, unless specifically
amended or replaced as described herein or in the Amendment and Restatement Agreement, each of the Loan Documents, the Exhibits and
Appendices to the Original Letter of Credit Agreement that was in effect immediately prior to the Amendment and Restatement Effective Date
shall continue in full force and effect and that all of its obligations thereunder shall be valid and enforceable and shall not be impaired or
limited by the execution or effectiveness of the amendment and restatement of the Original Letter of Credit Agreement and that, from and after
the Amendment and Restatement Effective Date, all references to the “Letter of Credit Agreement” or “thereof’, “thereunder”, “therein” or
“thereby” or each similar reference to the Letter of Credit Agreement shall refer to this Agreement.

[Remainder of Page Intentionally Left Blank]
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EXHIBIT A

[FORM OF REIMBURSEMENT AGREEMENT]

[Insert Date]

do [insert name of Issuing Bank],
as Issuing Bank

[Address]

Re: Letter of Credit facility

Reference is hereby made to the $198,309,583.05 Amended and Restated Letter of Credit Agreement (as amended, amended and restated,
supplemented or modified from time to time, the “Letter of Credit Agreement “) dated as of August 16, 2012, among Kentucky Utilities
Company (the” Borrower “), the lending institutions party thereto from time to time, Banco Bilbao Vizcaya Argentaria, S.A., New York
Branch, as Athninistrative Agent and Sumitomo Mitsui Banking Corporation, New York Branch, as Issuing Lender. Terms used herein and
not otherwise defined herein have, as used herein, the respective meanings provided for in Section 18.

Section 1 Issuance ofLetter of Credit. The Borrower hereby requests that [insert name of Issuing Bank], in its capacity as an
“Issuing Lender” under the Letter of Credit Agreement (the “ Issuing Bank “) and upon the terms, subject to the conditions and relying upon
the representations, warranties and covenants of the Borrower set forth in the Letter of Credit Agreement, issue a letter of credit to the Bond
Trustee on the date hereof substantially in the form of Appendix I hereto (the “Letter of Credit “). The Letter of Credit constitutes a “Letter
of Credit” for purposes of the Letter of Credit Agreement and an Issuing Bank is the “Issuing Lender” under the Letter of Credit Agreement
with respect thereto, entitled to all of the rights, benefits and indemnities of an “Issuing Lender” under the Letter of Credit Agreement
(including, without limitation, Article III and Section 9.03 of the Letter of Credit Agreement). This Agreement constitutes a “Reimbursement
Agreement” for purposes of the Indenture.

Section 2 Letter ofCredit Drawings.

(a) As set forth in the Letter of Credit, the Bond Trustee is authorized to make drawings under the Letter of Credit in the
anner and for the purposes specified in the Letter of Credit.

(b) All drawings to be made under the Letter of Credit shall be made by telecopier or other facsimile telecommunication in the
form of the appropriate certificate submitted by the Bond Trustee addressed to the Issuing Bank pursuant to the terms of the Letter of Credit
and no further presentation of documentation, including the original Letter of Credit, need be made; it being understood that the telecopier or
other facsimile telecommunication shall, in all events, be considered to be the sole operative instrument of drawing. The Issuing Bank may
rely upon any such telecop or other facsimile telecommunication which it reasonably believes to have been dispatched by the Bond Trustee or
its authorized agent.



(c) In the event that the Issuing Ban] fails to honor, or elects not to honor, any thawing under the Letter of Credit requested by
the Bond Trustee, the Issuing BanJc shall transmit to the Borrower, by electronic mail or facsimile in accordance with Section 12, written

tifi cation thereof on the same day such failure or decision occurs or, if such day is not a Business Day, then it shall transmit such written
tification on the first Business Day immediately following such day, provided that the Issuing Bank shall, simultaneously with the

transmission of any written notification to the Bond Trustee, send to the Borrower a copy of such written notification.

Section 3 Reinthursement ofDrawings Under the Letter of Credit and Repayment ofLoans Under the Letter ofCredit
Agreement; Reimbursement; Bond Custody Arrangements. (a) If the Issuing Bank shall pay a Drawing under the Letter of Credit or make a
Loan under the Credit Agreement the Borrower shall reimburse the Issuing Bank the full amount of such Drawing or repay the full amount of
such Loan in accordance with Section 3.07 or Section 2.11, as applicable, of the Letter of Credit Agreement (together with interest if, as and to
the extent provided in the Letter of Credit Agreement).

(b) Upon each Liquidity Drawing there shall be delivered to the Custodian, as agent for the Issuing Bank, registered in the
name of the Borrower but with the Issuing Bank registered as pledgee, in duly transferable form, the Bonds purchased with the proceeds of
such Liquidity Drawing, i.e. the Custody Bonds (or in the alternative, as provided in the Custody Agreement for certificated Bonds held by The
Depository Trust Company or its nominee or a similar securities depository, the Custodian shall cause its records in its capacity as a “DTC
participant” or similar capacity with respect to another depository, to reflect beneficial ownership of the Custody Bonds by the Borrower
subject to the lien and security interest of the Issuing Bank). As security for the obligations of the Borrower to reimburse the Issuing Bank for
each Liquidity Drawing (or the obligations of the Borrower to repay any Loan made in respect thereof) (but without in any way limiting the
obligation of the Borrower to reimburse the Issuing Bank for such Drawing or to repay such Loan as required by the Letter of Credit
Agreement), the Borrower is pledging to the Issuing Bank pursuant to the Custody Agreement, and granting to the Issuing Bank, a first priority
security interest in, all of its right, title and interest in and to all Custody Bonds arising in comiection with a Liquidity Drawing and any
proceeds of the foregoing.

(c) Upon reimbursement to the Issuing Bank of any Liquidity Drawing (or upon the repayment or any Loan made in respect
thereof) (together with all accrued interest thereon and any other amounts owed to the Issuing Bank related thereto as provided in the Letter of
Credit Agreement (collectively, the “ Obligations “)), the Issuing Bank (or the Custodian at the direction of the Issuing Bank) shall release
from the pledge and security interest described herein the Custody Bonds purchased with the proceeds of such Liquidity Drawing. In the event
of a partial repayment of a Liquidity Drawing, the Issuing Bank (or the Custodian at the direction of the Issuing Bank) shall release from the
pledge and security interest described herein the Custody Bonds in an amount equal to such partial repayment.

(d) In the event Custody Bonds are remarketed pursuant to the Bond Indenture, the Issuing Bank (or the Custodian in
-fccordance with the terms of the Custody Agreement) shall also release from the pledge and security interest evidenced by the Custody

Agreement a principal amount of Custody Bonds equal to the principal amount of Bonds so remarketed. The Custody Bonds shall be released
only upon receipt by the Issuing Bank or by the Bond Trustee for the account of the Issuing Bank as provided for in the Bond Indenture, of
remarketing proceeds with respect to such remarketed Custody Bonds in an amount not less than the principal amount of the Custody Bonds,
plus accrued interest thereon to the date of remarketing and any other amounts owed to the Issuing Bank related thereto.

(e) Any interest or any principal received by the Issuing Bank in respect of Custody Bonds shall be credited against the
Obligations and applied by the Issuing Bank to any Obligations in accordance with the terms of the Letter of Credit Agreement.



Section 4 Substitution ofLetter ofCredit; Transfer ofLetter ofCredit. (a) If the Bond Trustee shall partially reduce the Stated
ount pursuant to its notice to the Issuing Bank in the form of Exhibit G to the Letter of Credit, the Issuing Bank will deliver to the Borrower

opy of such notice. In addition, the Issuing Bank, in its sole discretion or at the direction of the Borrower (with which the Issuing Bank
.grees to comply), shall then have the right to require the Bond Trustee to surrender the outstanding Letter of Credit to the Issuing Bank on the
effective date of such partial reduction of the Stated Amount and to accept on such date, in substitution for the then outstanding Letter of
Credit, a substitute irrevocable direct pay Letter of Credit, dated such date, for an amount equal to the amount to which the Stated Amount shall
have been so reduced but otherwise having terms identical to the then outstanding Letter of Credit.

(b) The Borrower shall pay to the Issuing Bank, (i) upon the transfer of the Letter of Credit to any successor Bond Trustee, a
$2,000.00 transfer fee and (ii) upon demand, any cost or expense incurred in connection with such transfer. Receipt of such amounts shall not
constitute consent by the Issuing Bank to effect such transfer.

Section 5 . Electronic Transmissions. (a) All directions and correspondence which includes communications relating to
applications and requests shall be sent at the risk of the Borrower. The Issuing Bank does not assume any responsibility for any inaccuracy,
interruption error or delay in transmission or delivery by post, telefax (including any transmission permitted as a Telefax under Section 5(b),
below), except to the extent resulting from its gross negligence, willful misconduct or bad faith.

(b) In addition, the Borrower authorizes the Issuing Bank to accept and act upon any and all communications which may be
received by the Issuing Bank from time to time by telefax, telecopier or digital image of an original document transmitted by email (including,
without limitation, digital image in portable file document or imaging file document format; but excluding specifically any email
communication or portion thereof not comprising a digital image of an original document) (any such communication hereinafter referred to as a
“Telefax” or as “telefaxed”) purporting to be signed by a person(s) authorized to enter into letter of credit fmancings on the Borrower’s behalf

(“ Authorized Signator(y)(ies) “), other than to the extent constituting gross negligence, willful misconduct or bad faith. Specifically (but
without limitation), the Issuing Bank is hereby authorized to accept and act upon Telefaxes of the following:

(i) applications for standby letters of credit; and

(ii) requests for any amendments to the foregoing.

Any application refelTed to in item (i) above, as amended, is referred to herein as an “application”, any request referred to in item (ii) above, as
mended, is referred to herein as a “request”.

(c) The Borrower agrees to indemnify the Issuing Bank for, and hold the Issuing Bank harmless from and against, any and all
liabilities, claims, suits, actions, damages, losses, judgments, reasonable expenses (including reasonable attorneys’ fees and expenses) or any
other consequence paid or incurred by, or imposed upon, the Issuing Bank to the extent arising out of, or based upon, or in any way relating to,
any telefaxed application or request, proving not to have been given by the Borrower’s Authorized Officers, absent the Issuing Bank’s gross
negligence, willful misconduct, or bad faith.

The Borrower further agrees that in the event of a dispute (including a dispute which is litigated or arbitrated) concerning any
telefaxed correspondence, application or request by an Authorized Officer, any signature purporting to be that of an Authorized Officer on the
telefaxed correspondence, application or request shall conclusively be deemed to be genuine and the Borrower waives the right to assert that
any



signature on a telefaxed correspondence, application or request is a forgery, has been altered or is otherwise not genuine absent the Issuing
Bank’s gross negligence, willful misconduct or bad faith. The Issuing Bank shall have no responsibility to check any mail confirmations
against any telefaxed correspondence, application or request transmitted to the Issuing Bank and may disregard such confirmations. Without

iting the foregoing in any maimer, the Issuing Bank may, but shall not be obligated to, require authentication of such electronic transmission
r to require that the Issuing Bank receive original documents prior to acting on such electronic transmission.

Section 6 . Remedies. Upon the occurrence and continuation of any Event of Default, the Issuing Bank may:

(a) exercise its rights and remedies under the Letter of Credit Agreement;

(b) pursuant and subject to the terms of the Bond thdenture, give written notice thereof to the Bond Trustee (which notice shall
trigger the eventual occurrence of the Expiration Date as defined in the Letter of Credit), directing an acceleration of the Bonds pursuant to
Section 9.02 of the Bond Indenture;

(c) pursuant and subject to the terms of the Bond Indenture, direct the Bond Trustee to exercise its rights under the Bond
Indenture; and

(d) pursue any other action available at law or in equity.

Section 7 . Amendments, Waivers and Consents. Neither this Agreement, nor any other Security Document nor any of the terms
hereof or thereof may be amended, changed, waived, discharged or terminated unless such amendment, change, waiver, discharge or
termination is in writing and signed by the Issuing Bank and the Borrower.

Section 8 . Preservation ofRights. No delay or omission of the Issuing Bank to exercise any right under any Transaction
Document shall impair such right or be construed to be a waiver of any Event of Default or an acquiescence thereto, and it is understood that
the funding of a Drawing notwithstanding the existence of an Event of Default does not constitute any waiver or acquiescence. Any single or
partial exercise of any such right shall not preclude other or further exercise thereof or the exercise of any other right, and no waiver,
amendment or other variation of the terms, conditions or provisions of this Agreement or any Security Document whatsoever shall be valid
unless in writing signed by the parties thereto (or consented to in writing by the Issuing Bank), and then only to the extent in such writing
specifically set forth. All remedies contained in the Transaction Documents or by law afforded shall be cumulative and all shall be available to
the Issuing Bank until the Obligations have been paid in full.

Section 9 . Readings. Section headings in this Agreement are for convenience of reference only, and shall not govern the
iiiterpretation of any of the provisions hereof.

Section 10 . Severabilth’ ofProvisions. Any provision in this Agreement or any Security Document that is held to be inoperative,
unenforceable, or invalid in any jurisdiction shall, as to that jurisdiction. be inoperative, unenforceable, or invalid without affecting the
remaining provisions in that jurisdiction or the operation, enforceability, or validity of that provision in any other jurisdiction, and to this end
the provisions of this Agreement and the Security Documents are declared to be severable.

Section 11 . Nonliabilitv ofIssuing Bank. The relationship between the Borrower on the one hand and the Issuing Bank on the
other hand shall be solely that of borrower and lender. The Issuing Bank shall have no fiduciary responsibilities to the Borrower except as
contemplated hereunder. The Issuing Bank undertakes no responsibility to the Borrower to review or inform the Borrower of any matter in



connection with any phase of the Borrower’s business or operations except as contemplated hereunder. The Borrower agrees that the Issuing
Bank shall have no liability to the Borrower (whether sounding in tort, contract or otherwise) for losses suffered by the Borrower in connection
with, arising out of, or in any way related to, the transactions contemplated and the relationship established by the Transaction Documents, or

y act, omission or event occurring in connection therewith, unless it is determined in a fmal non-appealable judgment by a court of
..ompetent jurisdiction that such losses resulted from the breach of the Transaction Documents by, or the gross negligence, willful misconduct
or bad faith of, the party from which recovery is sought. Each party hereto shall have no liability with respect to, and the other party hereto
hereby waives, releases and agrees not to sue for, and no indemnified party hereunder shall be entitled to, any special, indirect, consequential or
punitive damages suffered by the other party or indenmified party in connection with, arising out of, or in any way related to the Transaction
Documents or the transactions contemplated thereby.

Section 12 . Notices, Effectiveness.

(a) Notices Generally. Except in the case of notices and other communications expressly permitted to be given by telephone,
all notices and other communications provided for herein shall be in writing and shall be delivered by hand or overnight courier service, mailed
by certified or registered mail or sent by fax/telecopier as follows:

(i) if to the Borrower:

Kentucky Utilities Company
One Quality Street
Lexington, Kentucky 40507
Attention: Treasurer
Telephone: (859) 367-1200
facsimile: (859) 367-5839

With copies to:

Kentucky Utilities Company
One Quality Street
Lexington, Kentucky 40507
Attention: General Counsel
Telephone: 502-627-3665
Facsimile: 502-627-4622

PPL Services Corporation
Two North Ninth Street (GENTW4)
Allentown, Pennsylvania 18101-1179
Attention: Frederick C. Paine, Esq.
Telephone: 610-774-7445
facsimile: 610-774-6726



PPL Services Corporation
Two North Ninth Street (GENTW14)
Allentown, Pennsylvania 18101-1179
Attention: Russell R. Clelland
Telephone: 610-774-5151
Facsimile: 610-774-5235

(ii) if to the Issuing Bank:

Regarding credit matters:

Regarding LIC matters:

(iii) if to the Remarketing Agent:

(iv) if to the Bond Trustee:

(v) if to the Custodian, to the same address as specified for the Bond Trustee.

Notices sent by hand or overnight courier service, or mailed by certified or registered mail, shall be deemed to have been given when received;
notices sent by fax/telecopier shall be deemed to have been given when sent (except that, if not given during normal business hours for the
recipient, shall be deemed to have been given at the opening of business on the next Business Day for the recipient). The Issuing Bank shall
provide the Borrower with a copy of any notice, certificate or other non-confidential communication sent by the Issuing Bank to the Bond
Trustee or the Remarketing Agent.

(b) Change ofA dUress; Etc. Any party hereto may change its address or fax/telecopier number for notices and other
communications hereunder by notice to the other parties hereto.

Section 13 . Counterparts; Effectiveness. This Agreement may be executed in counterparts (and by different parties hereto in
different counterparts), each of which shall constitute an original, but all of which when taken together shall constitute a single contract. This
Agreement shall become effective when it shall have been executed by the Borrower and the Issuing Bank and when the Issuing Bank shall( yve received counterparts hereof which, when taken together, bear the signatures of each of the parties hereto, and thereafter shall be binding
pon and inure to the benefit of the parties hereto and their respective successors and assigns. Delivery of an executed counterpart of a
signature page of this Agreement by fax/telecopy shall be as effective as delivery of a manually executed counterpart of this Agreement.

Section 14 . Survival ofAgreement. Anything herein to the contrary notwithstanding, this Agreement and the covenants,
representations and warranties contained herein shall survive and remain in full force and effect so long as any Obligations remain outstanding
hereunder and despite the surrender or termination of the Letter of Credit.



Section 15 Choice ofLaw. TI-US AGREEMENT SHALL BE DEEMED TO BE A CONTRACT UNDER, AND FOR ALL
(JJRPOSES SHALL BE GOVERNED BY, AND CONSTRUED AND INTERPRETED IN ACCORDANCE WITH, THE LAWS OF THE

JTATE OF NEW YORK.

Section 16 . Consent to Jurisdiction. THE BORROWER HEREBY IRREVOCABLY (i) AGREES THAT ANY SUIT, ACTION
OR OTHER PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT MAY BE BROUGHT IN ANY FEDERAL OR
STATE COURT LOCATED IN NEW YORK, NEW YORK AND CONSENT TO THE JURISDICTION OF SUCH COURT IN ANY SUCH
SUIT, ACTION OR PROCEEDING AND (ii) WAIVES, TO THE FULLEST EXTENT PERMITTED BY LAW, ANY OBJECTION WHICH
IT OR THEY MAY HAVE TO THE LAYING OF VENUE OF ANY SUCH SUIT, ACTION OR PROCEEDING IN ANY SUCH COURT
AND ANY CLAU4 THAT ANY SUCH SUIT, ACTION OR PROCEEDING HAS BEEN BROUGHT IN AN INCONVENIENT FORUM.

Section 17 . Waiver of]wy Trial. THE PARTIES HERETO HEREBY WAIVE TRIAL BY JURY IN ANY JUDICIAL
PROCEEDING INVOLVING, DIRECTLY OR INDIRECTLY, ANY MATTER (WHETHER SOUNDING IN TORT, CONTRACT OR
OTHERWISE) IN ANY WAY ARISING OUT OF, RELATED TO, OR CONNECTED WITH THIS AGREEMENT OR ANY RELATED
DOCUMENT OR ANY SECURITY DOCUMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY OR THEREBY OR THE
RELATIONSHIP ESTABLISHED THEREUNDER.

Section 18 . Definitions. As used in this Agreement:

“Agreement” means this letter agreement, as the same may hereafter be amended, supplemented or restated and in effect from time
to time.

“Appendix “refers to an Appendix to this Agreement unless another document is specifically referenced.

“Authorized Officer “ means, with respect to the Borrower, any of its Executive Officers or any other person designated as an
Authorized Officer by a certificate of the Borrower, signed by an Executive Officer and filed with the Issuing Bank.

“Bond Documents” means (collectively or any of the following individually as the context may require) the Bond Indenture, any
Supplemental indenture (as defmed in the Bond lidenture), the Custody Agreement, the Loan Agreement (as defined in the Bond Indenture).

e

Bonds and the Remarketing Agreement (as defined in the Bond Indenture).

“Bonds “means the County of [Carroll, Kentucky, Environmental Facilities][Mercer, Kentucky, Solid Waste Disposal Facility]
Revenue Bonds, [insert series designation] (“Kentucky Utilities Company Project”).

“Bond Indenture “means the Indenture of Trust between the County of [CarrollJ[Mercer], Kentucky as issuer and the Bond Trustee
dated as of [insert date], as the same may be amended, supplemented, or restated from time to time, under which the Bonds have been issued.

“Bond Trustee” means the trustee at the time serving as such under the Bond Indenture, which as of the date of issuance of the
Letter of Credit is [insert name of TmsteeJ.



“Business Day “means any day except a Saturday, Sunday or other day on which commercial banks in New York, New York are
authorized by law to close; provided , that, when used with respect to any action taken by or with respect to any Issuing Lender, the term

usiness Day” shall not include any day on which commercial banks are authorized by law to close in the jurisdiction where the office at
hich such Issuing Lender books the Letter of Credit is located.

“Code “means the Internal Revenue Code of 1986, as amended, reformed or otherwise modified from time to time, and any
successor statute thereof and any regulations promulgated thereunder.

“Custodian “means the Custodian with respect to Custody Bonds as designated pursuant to the Custody Agreement, which initially
is the Bond Trustee.

“Custody Agreement” means the Custody, Pledge and Security Agreement dated as of [insert date] among the Custodian, the
Borrower and the Issuing Bank with respect to Custody Bonds in the form of Appendix II to this Agreement, as amended from time to time.

“Custody Bond “means any Bond during the period from and including the date of its purchase with amounts realized under a
Liquidity Drawing to but excluding the date on which such Bond is purchased by any Person as a result of a remarketing of such Bond pursuant
to the Remarketing Agreement (as defmed in the Bond Indenture) and the Bond Indenture.

“Drawing “means a drawing under the Letter of Credit resulting from the presentation of a certificate in the requisite form attached
to the Letter of Credit.

“Event of Default” means an “Event of Default” as defmed in the Letter of Credit Agreement.

“Expiration Date “ has the meaning assigned to such term in the Letter of Credit.

“Issuing Bank “has the meaning assigned such term in the recitals hereto and shall include such Person’s successors and assigns.

“Letter of Credit “ means the irrevocable transferable direct pay letter of credit issued by the Issuing Bank for the account of the
Borrower in favor of the Bond Trustee in the form of Appendix Ito this Agreement with appropriate insertions, as amended from time to time.

“Liquidity Drawing “means a drawing under the Letter of Credit resulting from the presentation of a certificate in the form of
;xhibit D” to the Letter of Credit.

“Loans “ means “Loans” as defmed in the Letter of Credit Agreement.

“Remarketing Agent “means, initially, [insert name of Remarketing Agent], and thereafter any remarketing agent at the time
serving as such under the Remarketing Agreement (as defmed in the Bond Indenture) and designated as the Remarketing Agent with respect to
the Bonds for purposes of the Bond Indenture.

“Section “means a numbered section of this Agreement, unless another document is specifically referenced.

“Security Documents “means the Custody Agreement.

“Stated Amount “ shall have the same meaning herein as in the Letter of Credit.



“Transaction Documents “ means, collectively, this Agreement, the Bond Documents, the Security Documents and all other
erative documents relating to the issuance, sale and securing of the Bonds (including without limitation any document(s) or instrument(s)
ough which the Bonds are now or hereafter collateralized, such as mortgages, security agreements, etc.).

The foregoing defmitions shall be equally applicable to both the singular and plural forms of the defmed terms. Other capitalized
terms used herein but not defmed herein shall have the meaning set forth in the Bond Indenture.

Section 19 . Computation ofTime Periods. In this Agreement, in the computation of a period of time from a specified date to a
later specified date, the word “from” means “from and including” and the words “to” and “until” each mean “to but excluding”.

Section 20 . Accounting Terms. All accounting terms not specifically defmed herein shall be construed in accordance with GAAP
consistently applied, except as otherwise stated herein.

Section 21 . Interpretation. The following rules shall apply to the construction of this Agreement unless the context requires
otherwise: (a) the singular includes the plural and the plural. the singular; (b) words importing any gender include the other gender; (c)
references to statutes are to be construed as including all statutory provisions consolidating, amending or replacing the statute to which
reference is made; (U) references to “writing” include printing, photocopy, typing. lithography and other means of reproducing words in a
tangible visible form; (e) the words “including” “includes” and “include” shall be deemed to be followed by the words “without limitation”; (f
references to articles, sections (or sub-divisions of sections), exhibits, appendices, annexes or schedules are to those of this Agreement unless
otherwise indicated; (g) references to agreements and other contractual instruments shall be deemed to include all subsequent amendments and
other modifications to such instruments, but only to the extent that such amendments and other modifications are permitted or not prohibited by
the terms of this Agreement; (h) references to Persons include their respective permitted successors and assigns; and (1) headings herein are
solely for the convenience of reference and shall not constitute a part of this Agreement nor shall they affect its meaning, construction or effect.

All references in this Agreement to times of day shall be references to New York, New York time unless otherwise specified.

[signatures follow]



iN WITNESS WHEREOF, the parties have executed this Agreement as of the date first written above.

KENTUCKY UTILITIES COMPANY
By:

___________________________

Name:
Title:

[Signature page to Reimbursement Agreement]



[ISSUING BANK], as Issuing Bank
By:

_________________

Name:
Title:



APPENDIX I
TO REIMBURSEMENT AGREEMENT

FORM OF
IRREVOCABLE TRANSFERABLE DIRECT PAY LETTER Of CREDIT

[Insert Date]

Stated Amount: ** $[insert amount]**

Letter of Credit No. [insert number]

[Insert name of Trustee]. as Trustee (the “Bond Trustee “) under the Indenture of Trust (the “Indenture “) dated as of [Insert date], between the
County of [CarrollJ[MercerJ. Kentucky and the Bond Trustee

[Insert Address]

Attn: [Insert Name/Department]

Ladies and Gentlemen:

We SUMITOMO MITSUI BANKING CORPORATION, NEW YORK BRANCH (the Issuing Bank “) hereby establish in your
favor as Bond Trustee for the benefit of the holders of the Bonds (as hereinafter defmed), our irrevocable transferable direct pay Letter of
Credit No. [insert number] (this “ Letter of Credit “) for the account of KENTUCKY UTILITIES COMPANY, a corporation organized
wider the laws of the Commonwealths of Kentucky and Virginia (the Borrower ‘“ or the ‘ Applicant “). Capitalized terms used herein,
including those in the attached Exhibits. and not otherwise defmed herein shall have the same meanings herein as in the $198,309,583.05
Amended and Restated Letter of Credit Agreement (as amended, amended and restated, supplemented or modified from time to time, the”
Letter of Credit Agreement “), dated as of August 16, 2012, among Kentucky Utilities Company, the lending institutions party thereto
from time to time, Bwico Bilbao Vizcaya Argentaria, S.A., New York Branch, as Administrative Agent and Sumitomo Mitsui Banking
Corporation, New York Branch, as Issuing Lender. We hereby irrevocably authorize you to draw on us from time to time, from and after
the date hereof to and including the earliest to occur of (the “Expiration Date “):

(i) our close of business on [insert first anniversary of issue date] (such date, as extended from time to time in
accordance herewith pursuant to a Notice of Extension in the form set forth as Exhibit I hereto, the “Stated Expiration Date “),

(ii) our close of business on the date which is five Business Days following our receipt from you of a certificate in the
form set forth as Exhibit A-I hereto accompanied by the original of this Letter of Credit (including any amendments thereto),



(iii) our close of business on the date of our receipt from you of a certificate in the form set forth as Exhibit A-2 hereto
accompanied by the original of this Letter of Credit (including any amendments thereto),

(iv) the date upon which an Acceleration Drawing Certificate in the form of Exhibit E hereto is received and honored
by us, and

(iv) our close of business on the date which is thirty (30) days after your receipt of written notice from us in the form
set forth as Exhibit A-3 hereto,

a maximum aggregate amount not exceeding [FACE AMOUNT OF LETTER OF CREDIT WRITTEN OUT] (U.S. $[Jnsert amount]) (the”
Orininal Stated Amount “; such Original Stated Amount, as reduced or reinstated from time to time in accordance herewith, being the “Stated
Amount”) to pay principal of and accrued interest on, or the purchase price of, the $[Insert amount] outstanding principal amount of County of
[Carroll, Kentucky, Enviromnental Facilitiesj[Mercer, Kentucky, Solid Waste Disposal Facility] Revenue Bonds, [Insert Series] (Kentucky
Utilities Company Project) (the “Bonds “), which Bonds were issued pursuant to the Indenture (said U.S. $[Insert amount] having been
initially calculated to be equal to U.S. $[Insert amount], the principal amount of the Bonds outstanding as of the date hereof, plus U.S. $[Insert
amount], which is 45 days’ accrued interest on said principal amount of the Bonds calculated at an interest rate of [ ] percent ([ J%) per
annum calculated on the basis of actual days elapsed in a year of three hundred sixty-five (365) days); provided that no drawings shall be made
under this Letter of Credit for any payment of any amount arising, directly or indirectly, under, pursuant to or in connection with any Bond (A)
during the period from and including the date of its purchase with amounts realized under a Liquidity Drawing (as defmed herein) to but
excluding the date on which such Bond is purchased by a Person as a result of a remarketing of such Bond pursuant to the Remarketing
Agreement and the Indenture (a” Custody Bond “) or (B) which is held by or on behalf of the Borrower or any Affiliate of the Borrower (each
of(A) and (B), an “Ineligible Bond “).

Funds under this Letter of Credit are available to the Bond Trustee against the Bond Trustee’s presentation of the following
certificates which shall be made by telecopier at (212) 224-4566, Attention: ATTENTION: TRADE CREDIT SERVICES
DEPARTMENT, without further need of documentation (including the original of this Letter of Credit), it being understood that each
certificate so submitted is to be the sole operative instrument of drawing. You shall use your best efforts to give telephonic notice of a
drawing to the Issuing Bank at: [Insert Number], on the Business Day preceding the day of such drawing (but such notice shall not be a
condition to drawing hereunder and you shall have no liability for not doing so) or at any other office or offices or number or numbers
which may be designated by the Issuing Bank by written notice delivered to the Bond Trustee. Each demand for payment under this Letter
of Credit shall be made under:

(i) a certificate in the form attached as Exhibit B hereto to pay accrued interest on the Bonds as provided for under
Section 2.02 of the Indenture (an” Interest Drawing “),

(ii) a certificate in the form attached as Exhibit C hereto to pay the principal amount of and, in the event the
redemption date does not coincide with the regularly scheduled interest payment date for the Bonds, accrued interest on the
Bonds in respect of any
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redemption of the Bonds, as provided for in Section 4.01 of the Indenture (a “Redemption Drawing “),

(iii) a certificate in the form attached as Exhibit D hereto, to pay the purchase price of Bonds for which you have
received a notice from the Remarketing Agent of a failed remarketing, or for which you have not timely received actual
remarketing proceeds by the Business Day immediately preceding the applicable Purchase Date (as such term is defmed in
Exhibit D) as required pursuant to Section 3.02 of the Indenture (a “Liquidity Drawing “),

(iv) a certificate in the form attached as Exhibit E hereto, to pay the principal of, and accrued interest in respect of, any
Bonds the payment of which has been accelerated pursuant to Section 9.02 of the Indenture (an ‘ Acceleration Drawing “), or

(v) a certificate in the form attached as Exhibit F hereto to pay the principal amount of the Bonds on the stated
maturity date specified in such Bonds as the date on which the principal of such Bonds is due and payable (a” Stated Maturity
Drawine “).

each such certificate to be executed by your duly authorized officer and be dated the date such certificate is presented hereunder.

We agree to honor and pay the amount of any Interest, Redemption, Liquidity, Acceleration and Stated Maturity Drawing
if presented in compliance with all of the terms of this Letter of Credit. If such drawing is presented at or prior to 4:00 p.m., prevailing New
York City time, on a Business Day, payment shall be made to the account number or address designated by you of the amount specified, in
immediately available funds, not later than 12:00 Noon, prevailing New York City time, on the following Business Day. If such drawing is
presented after 4:00 p.m., prevailing New York City time, on a Business Day, payment shall be made to the account number or address
designated by you of the amount specified. in immediately available fimds, not later than 5:00 p.m., prevailing New York City time, on the
following Business Day. As used herein, “Business Day “means any day other than (i) a Saturday or Sunday, (ii) a day on which commercial
banks located in New York, New York or the city or cities in which are located the corporate trust office or payment office of the Bond
Trustee, the Borrower, the Issuing Bank or the Remarketing Agent are authorized by law to close and (iii) a day on which the New York Stock
Exchange is closed.

The Available Amount (as hereinafter defined) will be reduced automatically by the amount of any drawing hereunder;
provided, however, that the amount of any Interest Drawing hereunder shall be automatically reinstated effective on the earlier of (x) receipt by
the Issuing Bank from the Borrower of reimbursement of any Interest Drawing in frill or (y) at the opening of business on the eleventh (11th)

‘mlendar
day after the date we honor such drawing, unless, in the case of clause (y), you shall have received written notice from us (which

‘tice may be by facsimile transmission), given in the Issuing Banic’s sole discretion, not later than the close of business on the tenth (10th)
-lendar day after the date we honor such drawing that the Issuing Bank is not so reinstating the Available Amount due to the Borrower’s
failure to reimburse us for such Interest Drawing in full, or that an event of default has occurred and is continuing under the Letter of Credit
Agreement and, in either case, directing, an acceleration of the Bonds pursuant to the Indenture. After payment by us of a Liquidity Drawing,
the obligation of the Issuing Bank to honor drawings under this Letter of Credit will be automatically reduced by an amount equal to the
Original Purchase Price (as defmed below) of any Bonds (or portions
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thereof) purchased pursuant to said drawing. In addition, in the event of the remarketing of the Bonds (or portions thereof) previously
purchased with the proceeds of a Liquidity Drawing, our obligation to honor drawings hereunder shall be automatically reinstated concurrently
upon receipt by the Issuing Bank, or the Bond Trustee on the Issuing Bank’s behalf, of an amount equal to the Original Purchase Price of such

nds (or portion thereof) plus accrued interest thereon as required under the Reimbursement Agreement dated as of [Insert date of
ceimbursement Agreement] between Borrower and the Issuing Bank as specified in a certificate in the form of Exhibit J hereto (a
Reinstatement Certificate “); the amount of such reinstatement shall be equal to the Original Purchase Price of such Bonds (or portions thereof)
so received by the Issuing Bank, or the Bond Trustee on the Issuing Bank’s behalf. It is understood that the Bond Trustee is obligated to remit
such proceeds to the Issuing Bank concurrently with the presentation of the Reinstatement Certificate.

As used herein:

“Original Purchase Price” shall mean the principal amount of any Bond purchased with the proceeds of a Liquidity Drawing
plus the amount of accrued interest on such Bond paid with the proceeds of a Liquidity Drawing (and not pursuant to an Interest
Drawing) upon such purchase.

“Available Amount “ shall mean the Original Stated Amount (i) less the amount of all prior reductions pursuant to Interest,
Redemption, Liquidity, Acceleration or Stated Maturity Drawings, (ii) less the amount of any reduction thereof pursuant to a
Redemption Drawing or reduction certificate in the form of Exhibit G hereto (a “ Reduction Certificate “), respectively, to the extent
such reduction is not already accounted for by a reduction in the Available Amount pursuant to (i) above, (iii) plus the amount of all
reinstatements as above provided.

The Stated Amount of this Letter of Credit shall be automatically and permanently reduced from time to time as of the second
Business Day following the date of our receipt of a Reduction Certificate from the Bond Trustee to the amount specified in such Reduction
Certificate as the amount to which the Stated Amount is to be so reduced. Upon our receipt of such Reduction Certificate, we may deliver
to you a substitute letter of credit in exchange for this Letter of Credit. If we deliver to you such a substitute letter of credit, you shall
simultaneously surrender to us for cancellation this original Letter of Credit and any amendment thereto then in your possession.

Prior to the Expiration Date, we may (but are not obligated to) extend the Stated Expiration Date from time to time at the request of
the Borrower by delivering to you an amendment to this Letter of Credit in the form of Exhibit I hereto (a “Notice of Extension “)
(appropriately completed) designating the date to which the Stated Expiration Date is being extended. Each such extension of the Stated

• Expiration Date shall become effective on the issue date of such notice, and thereafter all references in this Letter of Credit to the Stated
Expiration Date shall be deemed to be references to the date designated as such in such notice. Any date to which the Stated Expiration
Date has been extended as herein provided may itself be extended in a like manner.

Upon our close of business on the Expiration Date this Letter of Credit shall automatically terminate, and (if not fully drawn) you
agree to promptly deliver the same to the Issuing Bank for
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cancellation. Failure to deliver said Letter of Credit (including any amendments thereto) will have no effect on such termination, and the
Letter of Credit will still be considered terminated upon our close of business on the Expiration Date.

This Letter of Credit is transferable in its entirety (but not in part) to any transferee who has succeeded you as Bond Trustee under the
Indenture, and may be successively transferred. Any transfer request must be affected by presenting to us the attached form of Exhibit H
hereto signed by the transferor and the transferee together with the original of this Letter of Credit and amendments hereto, if
any. Transfers to designated foreign nationals and/or specially designated nationals are not permitted as being contrary to the U.S.
Treasury Department statutory rules including its Foreign Assets Control Regulations. Upon our endorsement of such transfer on the
Letter of Credit or, at our discretion, the issuance to the transferee of a replacement Letter of Credit with terms and conditions similar
hereto, the transferee instead of the transferor, without the necessity of further action, shall be entitled to all the benefits of and rights under
this Letter of Credit in the transferor’s place; provided that, in such case, any certificates of the Bond Trustee to be provided hereunder
shall be signed by one who states therein that he is a duly authorized officer of the transferee.

Communications with respect to this Letter of Credit shall be addressed to us at SUIvIITOMO MITSUI BANKING CORPORATION,
NEW YORK BRANCH, Attention: TRADE CREDIT SERVICES DEPARTMENT

________________,

specifically referring to the
nwnber of this Letter of Credit. For telephone assistance, please contact Antoinette Pontecorvo at (212) 224-4856, and have this Letter of
Credit number available. My communication to the Issuing Bank which is made by telecopier as permitted hereby shall be deemed
operative without the necessity to provide written confirmation of such transmission by telecopier.

Except as expressly stated herein, this Letter of Credit is governed by, and construed in accordance with the International Standby
Practices, ICC Publication No. 590 (the “ ISP98 “). As to matters not governed by the ISP98, this Letter of Credit shall be governed by
and construed in accordance with the laws of the State of New York, including without limitation the Uniform Commercial Code as in
effect in the State of New York, without regard to principles of conflict of laws.

All payments made by us hereunder shall be made from our own funds; in no event shall such payment be made with funds obtained
from the Borrower.

This Letter of Credit sets forth in full the terms of our undertaking, and such undertaking shall not in any way be modified or amended
by reference to any other document whatsoever, except for 1SP98.

[signature pages follow]
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SUMITOMO MITSUI BANKING
CORPORATION, NEW YORK BRANCH

By: MASAKAZU HASEGAWA
Title: GENERAL MANAGER

[Signature Page to Letter of Credit]



EXHIBIT A-i

to

[ISSUING BANK]

LETTER OF CREDIT

No.

CERTIFICATE OF TERMINATION

SUMITOMO MITSUI BANKING CORPORATION, NEW YORK BRANCH
as Issuing Lender
277 Park Avenue
New York, NY 10172
ATTENTION: TRADE CREDIT SERVICES DEPARTMENT
Telephone: (212) 224-4310
Facsimile: (212) 224-4566

Dear Sirs:

Reference is hereby made to that certain Irrevocable Transferable Direct Pay Letter of Credit No.

_________________

dated [date] (the
“Letter of Credit “). which has been established by you for the account of Kentucky Utilities Company in favor of the Bond Trustee (as
defined in the Letter of Credit).

The undersigned hereby certifies and confirms that [no Bonds (as defmed in the Letter of Credit) remain Outstanding within the
meaning of the Indenture (as defmed in the Letter of Credit)] [all drawings required to be made under the Indenture (as defmed in the
Letter of Credit) and available under the Letter of Credit have been made and honored] [an Alternate Credit Facility (as defmed in the
Indenture referred to in and defmed in the Letter of Credit) has been delivered to the Bond Trustee in accordance with Section 14.03 of the
Indenture to replace the Letter of Credit] [all of the outstanding Bonds (as defined in the Letter of Credit) were converted to Bonds bearing
interest at a rate other than the Daily Rate or the Weekly Rate (as defined in the Indenture referred to in and defmed in the Letter of
Credit)] and, accordingly, said Letter of Credit shall be terminated in accordance with its terms.

The original Letter of Credit (including all amendments thereto) is returned herewith for cancellation.

iN WITNESS WHEREOF, this Certificate has been executed this day of____________

________



[TRUSTEE],
as Bond Trustee

By:
[Title of Authorized Officer]

EXHIBIT A-i

to

[ISSUING BANK]

LETTER OF CREDIT

No.



EXHiBIT A-2

to

[ISSUING BANKJ

LETTER OF CREDIT

No.

CERTIFICATE OF TERMINATION

SUMITOMO MITSUI BANKING CORPORATION. NEW YORK BRANCH
as Issuing Lender
277 Park Avenue
New York, NY 10172
ATTENTION: TRADE CREDIT SERVICES DEPARTMENT
Telephone: (212) 224-4310
Facsimile: (212) 224-4566

Dear Sirs:

Reference is hereby made to that certain Irrevocable Transferable Direct Pay Letter of Credit No.

_____________

dated [date] (the”
Letter of Credit “), which has been established by you for the account of Kentucky Utilities Company in favor of the Bond Trustee (as
defined in the Letter of Credit).

The undersigned hereby certifies and confirms that the Bond Trustee is required to tenilinate the Letter of Credit in accordance with
the terms of the indenture (as defined in the Letter of Credit) and, accordingly, said Letter of Credit shall be tenninated in accordance with
its terms.

The original Letter of Credit (including all amendments thereto) is returned herewith for cancellation.

IN WITNESS WHEREOF, this Certificate has been executed this day of____________

________

[TRUSTEE],
as Bond Trustee

By:
[Title of Authorized Officer]



EXHIBIT A-3

to

[ISSUiNG BANK]

LETTER OF CREDIT

No.

NOTICE OF EVENT OF DEFAULT

[Trustee], as Trustee (the “Bond Trustee “) under the Indenture of Trust (the” Indenture “) dated [date],between the County of [Carroll]
[Mercer], Kentucky and the Bond Trustee

[Address]

Attn:

Ladies and Gentlemen:

Reference is hereby made to that certain Irrevocable Transferable Letter of Credit No.

________________

dated [date] (the “Letter of Credit “),
established by the Issuing Bank (as defmed in the Letter of Credit) in your favor as Bond Trustee under the Indenture. We hereby notify you
that an Event of Default under the terms of that certain $198,309.583.05 Amended and Restated Letter of Credit Agreement (as amended,
amended and restated, supplemented or modified from time to time, the “Letter of Credit Agreement “), dated as of August 16, 2012 among
Kentucky Utilities Company, the lending institutions party thereto from time to time, Banco Bilbao Vizcaya Argentaria, S.A., New York
Branch, as Administrative Agent and Sumitomo Mitsui Banking Corporation, New York Branch, as Issuing Lender, has occurred.

e hereby direct you to draw the entire Available Amount of (and as defmed in) the Letter of Credit as an acceleration of the Bonds in
dècordance with Section 9.02 of the Indenture.

All capitalized terms used herein and not otherwise defmed herein shall have the same meanings herein as in the Letter of Credit.

IN WITNESS WHEREOF, this Certificate has been executed this day of___________

________

SUMITOMO MITSUI BANKING
CORPORATION, NEW YORK BRANCH

By:
[Title of Authorized Officer]



EXHIBIT B

to

[ISSUING BANK]

LEHER OF CREDIT

No.

_____________

INTEREST DRAWING CERTIFICATE

SUMITOMO MITSUI BANKING CORPORATION, NEW YORK BRANCH
as Issuing Lender
277 Park Avenue
New York, NY 10172
ATTENTION: TRADE CREDIT SERVICES DEPARTMENT
Telephone: (212) 224-4310
Facsimile: (212) 224-4566

[Trustee], as Bond Trustee (the “ Beneficiary “), hereby CERTIFIES as follows with respect to (1) that certain Irrevocable
Transferable Direct Pay Letter of Credit No.

________________

dated [date] (the “Letter of Credit “), issued by [Issuing Bank] in favor of
the Beneficiary; (ii) those certain Bonds (as defined in the Letter of Credit); and (iii) that certain Indenture (as defined in the Letter of
Credit):

1. The Beneficiary is the Bond Trustee under the Indenture.

2. The Beneficiary is entitled to make this drawing in the amount of S_________________ under the Letter of Credit pursuant
to the Indenture with respect to the payment of interest due on all Bonds outstanding on the Interest Payment Date occurring on [inii
applicable date J other than Ineligible Bonds (as such term is defined in the Letter of Credit).

3. The amount of this drawing is equal to the amount required to be drawn by the Beneficiary pursuant to Section 6.02 of the
Indenture.

4. The amount of this drawing was computed in compliance with the terms of the Indenture and, when added to the amount of
any other drawing under the Letter of Credit made simultaneously herewith, does not exceed the Available Amount of (and as defmed in)
the Letter of Credit as presently in effect.

5. Payment by SUMITOMO MITSUI BANKING CORPORATION, NEW YORK BRANCH pursuant to this drawing shall
be made to

______________________________,

ABA Number

_______________,

Account Number

______________,

Attention:
.Re:



6. The amount hereby demanded will not be applied to any payment in respect of Ineligible Bonds.



IN WITNESS WHEREOF, this Certificate has been executed this

__________

day of

[TRUSTEE], as Bond Trustee

By:
[Title of Authorized Officer]



EXHIBIT C

to

[ISSUING BANKJ

LETTER OF CREDIT

No.

REDEMPTION DRAWING CERTIFICATE

SUMITOMO MITSUI BANKING CORPORATION, NEW YORK BRANCH
as Issuing Lender
277 Park Avenue
New York, NY 10172
ATTENTION: TRADE CREDIT SERVICES DEPARTMENT
Telephone: (212) 224-4310
Facsimile: (212) 224-4566

[Trustee], as Bond Trustee (the “ Beneficiary “), hereby CERTIFIES as follows with respect to (i) that certain Irrevocable
Transferable Direct Pay Letter of Credit No.

____________________

dated [date] (the “ Letter of Credit “), issued by [Issuing Bank] (the”
Issuing Bank “) in favor of the Beneficiary; (ii) those certain Bonds (as defined in the Letter of Credit); and (iii) that certain Indenture (as
defined in the Letter of Credit):

1. The Beneficiary is the Bond Trustee under the Indenture.

2. The Beneficiary is entitled to make this drawing in the amount of
$_____________

under the Letter of Credit pursuant to
Section 4.01 of the Indenture.

3. (a) The amount of this drawing is equal to (i) the principal amount of Bonds other than Ineligible Bonds (as such term is
defined in the Letter of Credit) to be redeemed by the Borrower pursuant to Section 4.04 of the Indenture on [insert applicable date] (the”
Redemption Date “), plus (ii) in the event such redemption date does not coincide with a regularly scheduled Interest Payment Date (as
defined in the Indenture), interest accrued on such Bonds from the immediately preceding Interest Payment Date to the redemption date.

(b) Of the amount stated in paragraph 2 above:

(i)
$_____________

is demanded in respect of the principal amount of the Bonds referred to in subparagraph (a) above;
and



(ii)
$_____________ is demanded in respect of accrued interest on such Bonds.

• 4. The amount of this drawing was computed in compliance with the terms and conditions of the Indenture and, when added to
the amount of any other drawing under the Letter of Credit made simultaneously herewith, does not exceed the Available Amount of (and
as defmed in) the Letter of Credit.

5. The Issuing Bank is hereby instructed following the honor of this drawing, and in accordance with the terms of the Letter of
Credit, to reduce the Stated Amount by $___________ [insert applicable amount] which amount represents the amount of excess interest
coverage under the Letter of Credit (computed in respect of the outstanding principal amount of the Bonds at an assumed interest rate of
fifteen percent (15%) per annum for a period of 45 days based on a year of 365 days) no longer necessary as a result of the redemption of
Bonds with the proceeds of this drawing, and, if applicable, taking into account any permanent reduction in the Stated Amount occasioned
by the payment of accrued interest on such redeemed Bonds through an Interest Drawing (as defmed in the Letter of Credit) and not
through the drawing effected by this Certificate.

6. Payment by SUMITOMO MITSUI BANKING CORPORATION, NEW YORK BRANCH, pursuant to this drawing shall
be made to

_______________________________,

ABA Number

________________,

Account Number

_______________,

Attention:

_____________________________,Re: _______________________

IN WITNESS WHEREOF, this Certificate has been executed this day of

[TRUSTEE], as Bond Trustee

By:
[Title of Authorized Officer]



EXHIBIT D

to

[ISSUING BANK]

LETTER OF CREDIT

No.

LIQUIDITY DR&VING CERTIFICATE

SUMITOMO MITSUI BANKING CORPORATION, NEW YORK BRANCH
as Issuing Lender
277 Park Avenue
New York, NY 10172
ATTENTION: TRADE CREDIT SERVICES DEPARTMENT
Telephone: (212) 224-4310
Facsimile: (212) 224-4566

[Trustee], as Bond Trustee (the” Beneficiary “), hereby CERTIFIES as follows with respect to (1) that certain Irrevocable
Transferable Direct Pay Letter of Credit No.

_________________

dated [date] (the “Letter of Credit “), issued by [Issuing Bank] (the”
Issuinc Ban]c “)in favor of the Beneficiary; (ii) those certain Bonds (as defmed in the Letter of Credit); and (iii) that certain hidenture (as
defined in the Letter of Credit):

1. The Beneficiary is the Bond Trustee under the Indenture.

2. The Beneficiary is entitled to make this drawing under the Letter of Credit in the amount of $___________________ with
respect to Bonds tendered pursuant to Section 3.01 of the Indenture, remarketing proceeds for which were not timely received by the Bond
Trustee by the Business Day immediately preceding

___________________

(the “ Purchase Date “).

3. (a) The amount of this drawing is equal to (i) the principal amount of Bonds, other than Ineligible Bonds (as such tenn is
defined in the Letter of Credit), for which the Bond Trustee has not timely received actual remarketing proceeds by the Business Day
immediately preceding the applicable Purchase Date as provided for in Section 3.03 of the Indenture, plus (ii) interest on such Bonds
accrued from the immediately preceding Interest Payment Date to the Purchase Date.

(b) Of the amount stated in paragraph 2 above:

(1) $_______________ is demanded in respect of the principal portion of the purchase price of the
Bonds referred to in subparagraph (a) above; and



(ii)
$______________ is demanded in respect of payment of the interest portion of the purchase price

of such Bonds.

4. The amount of this drawing was computed in compliance with the terms and conditions of the Indenture and, when added to
the amount of any other drawing under the Letter of Credit made simultaneously herewith, does not exceed the Available Amount of (and
as defmed in) the Letter of Credit as presently in effect.

5. The Beneficiary will register or cause to be registered in the name of the Borrower or the Bond Trustee, but with the Issuing
Bank registered as pledgee, upon payment of the amount drawn hereunder, Bonds in the principal amount of the Bonds being purchased
with the amounts drawn hereunder and will deliver such Bonds to the Beneficiary, in its capacity as Custodian under (and as defmed in)
the Custody, Pledge and Security Agreement dated as of [dateJ, among Kentucky’ Utilities Company, as pledgor, [Issuing Bank] , as
Issuing Bank and pledgee, and the Beneficiary, as custodian ; provided, however, if The Depository Trust Company or its nominee, or a
similar securities depository, is the registered owner of all Bonds, the Beneficiary acknowledges that it will cause the security interest of
the Issuing Bank to be recorded by such depository on its books or, if the Beneficiary is a participant with respect to such depository, on its
own books.

6. Payment by SUMITOMO MITSUI BANKING CORPORATION, NEW YORK BRANCH pursuant to this drawing shall
be made to

____________________________,

ABA Number Account Number Attention:

______________________________,Re:
________________________

IN WITNESS WHEREOF, this Certificate has been executed this day of

[TRUSTEE], as Bond Trustee

By:
[Title of Authorized Officer]



EXHIBIT E

to

[ISSUING BANKJ

LETTER OF CREDIT

No.

ACCELERATION DRAWING CERTIFICATE

SUMITOMO MITSUI BANKING CORPORATION. NEW YORK BRANCH
as Issuing Lender
277 Park Avenue
New York-, NY 10172
ATTENTION: TRADE CREDIT SERVICES DEPARTMENT
Telephone: (212) 224-4310
Facsimile: (212) 224-4566

[Trustee], as Bond Trustee (the “Beneficiary “), hereby CERTIFIES as follows with respect to (1) that certain Irrevocable
Transferable Direct Pay Letter of Credit No.

______________

dated [date] (the “Letter of Credit “), issued by [Issuing BankJ in favor of
the Beneficiary; (ii) those certain Bonds (as defined in the Letter of Credit); and (iii) that certain Indenture (as defmed in the Letter of
Credit):

1. The Beneficiary is the Bond Trustee under the Indenture.

2. An Event of Default has occurred under Section 9.O1L) of the Indenture, and the Bond Trustee has declared the principal of
and accrued interest on all Bonds then outstanding immediately due and payable. The Beneficiary is entitled to make this drawing in the
amount of $_______________

under the Letter of Credit pursuant to Section 9.02 of the Indenture.

3. (a) The amount of this drawing is equal to (i) the principal amount of Bonds, other than Ineligible Bonds (as such term is
defined in the Letter of Credit), outstanding on

_______________

(the “ Acceleration Date “) plus (ii) interest on such Bonds accrued from
the immediately preceding Interest Payment Date (as defined in the Letter of Credit) to the Acceleration Date.

(b) Of the amount stated in paragraph 2 above:

(i) $_____________________
is demanded in respect of the principal of the Bonds referred to in subparagraph (a)

above; and



(ii)
$_______________________

is demanded in respect of accrued interest on such Bonds.

4. The amount of this drawing was computed in compliance with the terms and conditions of the Indenture and does not
exceed the Available Amount of (and as defmed in) the Letter of Credit.

5. Payment by SUMITOMO MITSUI BANKING CORPORATION, NEW YORK BRANCH pursuant to this drawing shall
be made to

_______________________________,

ABA Number

________________,

Account Number

_______________,

Attention:

________________________________,Re: _______________________

6. The original Letter of Credit (including any amendments thereto) is being delivered to you by overnight mail for
cancellation. Failure to deliver said Letter of Credit will have no effect on its termination, and the Letter of Credit will still be considered
terminated upon our receipt of the amount demanded in paragraph 2 above.

IN WITNESS WHEREOF, this Certificate has been executed this day of

[TRU STEEl, as Bond Trustee

By:
[Title of Authorized Officer]



EXHIBIT F

to

[ISSUING BANKJ

LETTER OF CREDIT

No.

_____________

STATED MATURITY DRAWING CERTIFICATE

SUMITOMO MITSUI BANKING CORPORATION, NEW YORK BRANCH
as Issuing Lender
277 Park Avenue
New York, NY 10172
ATTENTION: TRADE CREDIT SERVICES DEPARTMENT
Telephone: (212) 224-4310
facsimile: (212) 224-4566

[Trustee), as Bond Trustee (the “Beneficiary “), hereby CERTIFIES as follows with respect to (1) that certain Irrevocable
Transferable Direct Pay Letter of Credit No.

____________

dated [date] (the “Letter of Credit “), issued by [Issuing Bank] in favor of the
Beneficiary; (ii) those certain Bonds (as defmed in the Letter of Credit); and (iii) that certain Indenture (as defmed in the Letter of Credit):

I. The Beneficiary is the Bond Trustee under the Indenture.

2. The Beneficiary is entitled to make this drawing in the amount of
$_________________

under the Letter of Credit pursuant to
the Indenture. The amount of this drawing is equal to the principal amount of Bonds (excluding any Ineligible Bonds (as such term is
defined in the Letter of Credit)) with a Stated Maturity (under and as set forth in such Bonds) on

_________________

3. The amount of this drawing was computed in compliance with the terms and conditions of the Indenture and, when added to
the amount of any other drawing under the Letter of Credit made simultaneously herewith, does not exceed the Available Amount of (and
as defined in) the Letter of Credit.

4. Payment by SUMITOMO MITSUI BANKING CORPORATION, NEW YORK BRANCH pursuant to this drawing shall
be made to

______________________________,

ABA Number

_______________,

Account Number

______________,

Attention:
,Re:



IN WITNESS WHEREOF, this Certificate has been executed this day of

[TRUSTEE], as Bond Trustee

By:
[Title of Authorized Officer]



EXHIBIT G

to

[ISSUING BANKJ

LETTER OF CREDIT

No.

REDUCTION CERTIFICATE

SUMITOMO MITSUI BANKING CORPORATION, NEW YORK BRANCH
as Issuing Lender
277 Park Avenue
New York, NY 10172
ATTENTION: TRADE CREDIT SERVICES DEPARTMENT
Telephone: (212) 224-4310
Facsimile: (212) 224-4566

Deutsche Bank Trust Company Americas, as Bond Trustee (the “Beneficiary “), hereby CERTIFIES as follows with respect to (1) that
certain Irrevocable Transferable Direct Pay Letter of Credit No._____________ dated [dateJ (the” Letter of Credit “), issued by [Issuing
Bank] (the “ Issuing Bank “) in favor of the Beneficiary; (ii) those certain Bonds (as defmed in the Letter of Credit); and (iii) that certain
Indenture (as defmed in the Letter of Credit):

1. The Beneficiary is the Bond Trustee under the Indenture.

2. Effective on

_____________, ________

(which shall be at least two (2) Business Days (as defmed in the Letter of Credit). following receipt by the Issuing Bank of this Certificate, the Stated Amount (as defined in the Letter of Credit) shall be reduced by
$ , and the Stated Amount shall thereupon equal $ , of which amount $__________ is applicable to principal on
the Bonds and of which amount $__________ is applicable to interest on the Bonds (as described in the Letter of Credit), all in accordance
with the provisions of the Indenture.

In WITNESS WHEREOF, this Certificate has been executed this

_____________

day of_____

[TRUSTEE], as Bond Trustee

By:
[Title of Authorized Officer]



EXHIBIT H

to

[ISSUING BANKJ

LETTER OF CREDIT

No.

_____________

REQUEST FOR TRANSFER

SUMITOMO MITSUI BANKING CORPORATION, NEW YORK BRANCH
as Issuing Lender
277 Park Avenue
New York, NY 10172
ATTENTION: TRADE CREDIT SERVICES DEPARTMENT
Telephone: (212) 224-4310
Facsimile: (212) 224-4566

Re: Irrevocable Standby Letter of Credit No.

We, the undersigned “Transferor”, hereby irrevocably transfer all of our rights to draw under the above referenced Letter of Credit (“Credit”) in
its entirety to:

bOf TRANSFEREE

___________________________________________________

Print Name and complete address of the Transferee) “Transferee”

ADDRESS Of TRANSFEREE

____________________________________________________________

CITY, STATE/COUNTRY ZIP

____________________________________________________________

In accordance with 1SP98. Rule 6, regarding transfer of drawing rights, all rights of the undersigned Transferor in such Credit are transferred to
the Transferee, who shall have the sole rights as beneficiary thereof, including sole rights relating to any amendments whether increases or
extensions or other amendments and whether now existing or hereafter made. All amendments are to be advised directly to the Transferee
without necessity of any consent of or notice to the undersigned Transferor.

The original Credit, including amendments to this date, if any, are attached and the undersigned Transferor requests that you endorse an
acknowledgment of this transfer on the reverse thereof or, at your discretion, issue a replacement Letter of Credit with terms and conditions
similar thereto. The undersigned Transferor requests that you notify the Transferee of this Credit in such form and maimer as you deem
appropriate, and the terms and conditions of the Credit as transferred. The undersigned Transferor acknowledges that you incur no obligation
hereunder and that the transfer shall not be effective until you have expressly consented to effect the transfer by notice to the Transferee.

If you agree to these instructions, please advise the Transferee of the terms and conditions of this transferred Credit and these instructions.

Transferor represents and warrants to Transferring Bank that our execution, delivery, and performance of this request to Transfer (a) are within
our powers. (b) have been duly authorized, (c) constitute our legal, valid, binding and enforceable obligation, (d) do not contravene any charter
provision, by-law, resolution, material contract or other undertaking binding on or affecting us or any of our properties, (e) do not require any
notice, filing or other action to, with, or by any governmental authority (I) the enclosed Credit is original and complete, (g) there is no
outstanding demand or request for payment or transfer under the Credit affecting



the rights to be transferred, and (h) the Transferee’s name and address are correct and complete ant the Transferee’s use of the Credit as
transferred and the transactions underlying the Credit and the requested Transfer do not violate any Unites States or other law, rule or
regulation.

e Effective Date shall be the date hereafier on which Transferring Bank effects the requested transfer by acknowledging this request and
giving notice thereof to Transferee.



WE WAIVE ANY RIGHT TO TRIAL BY J1JRY THAT WE MAY HAVE IN ANY ACTION OR PROCEEDING RELATING TO OR
ARISING OUT Of THIS TRANSFER.

is Request is made subject to 1SP98 and is subject to and shall be governed by the law of the State of New York, without regard to principles
conflict of laws.

Sincerely yours,
(a) SIGNATURE GUARANTEED

Signature(s) with title(s) conform(s) with that/those on file with us for
(Prmt Name of Transferor)

this individual, entity or company and signer(s) 1sfare authorized to

(Transferor’s Authorized Signature) execute this agreement. We attest that the individual, company or entity

_________________________________________________

has been identified by us in compliance with USA PATRIOT Act
(Print Authorized Signers Name and Title)

procedures of our bank.

(Telephone Number/Fax Number)

(Print Name of Bank)

(Address of Bank)

(City, State, Zip Code)

(Print Name and Title of Authorized Signer)

(Authorized Signature)

(Telephone Number)

‘\cknowledged:
(b) SIGNATuRE GUARANTEED

Signature(s) with title(s) conform(s) with that/those on file with us for
(Print Name of Transferee)

this individual, entity or company and signer(s) is/are authorized to

(Transferee’s Authorized Signature) execute this aureement. We attest that the individual, company or entity

__________________________________________

has been identified by us in compliance with USA PATRIOT Act
(Print Authorized Signers Name and Title)

procedures of our bank.

(Telephone Number/fax Number)

(Print Name of Bank)

(Address of Bank)

(City, State, Zip Code)

(Print Name and Title of Authorized Signer)

(Authorized Signature)

(Telephone Number)



NOTICE OF EXTENSION

[trustee]. as Trustee (the “Bond Trustee “) under the Indenture of Trust (the “ Indenture “) dated as of [date], between the County of [Carroll]
[Mercer], Kentucky and the Bond Trustee

[Address]

Attn:

Dear Sirs:

Reference is hereby made to that certain Irrevocable Transferable Direct Pay Letter of Credit No.

________________

dated [date] (the”
Letter of Credit “), established by us in your favor as Beneficiary. We hereby notify you that, in accordance with the terms of the Letter of
Credit, the Stated Expiration Date of the Letter of Credit has been extended to

___________________, ___________

This letter should be attached to the Letter of Credit and made a part thereof.

SUMITOMO MITSUI BANKING
CORPORATION, NEW YORK BRANCH

By:
[Title of Authorized Officer]



REINSTATEMENT CERTIFICATE

.
SUMITOMO MITSUI BANKING CORPORATION, NEW YORK BRANCH
as Issuing Lender
277 Park Avenue
New York, NY 10172
ATTENTION: TRADE CREDIT SERVICES DEPARTMENT
Telephone: (212) 224-4310
Facsimile: (212) 224-4566

The undersigned hereby certifies to [Issuing BankJ (the “ Issuing Bank “), with reference to Irrevocable Transferable Direct Pay Letter
of Credit No.

_______________

(the “Letter of Credit “) issued by the Issuing Bank in favor of the Bond Trustee (as such term and all
other terms used but not otherwise defined herein are defmed in the Letter of Credit), that:

1. The undersigned is the Bond Trustee under the Indenture.

2. The Bond Trustee has previously made a Liquidity Drawing under the Letter of Credit on

_____________

in the amount of U.S.
$______________ (representing U.S.

$______________
of principal and U.S. $______________

of interest) with respect to the purchase price of
Bonds which are now held as Custody Bonds in accordance with the Indenture.

3. The Bond Trustee has received, on behalf of the Issuing Bank, proceeds (the “ Remarketing Proceeds “) from the sale of remarketed
Custody Bonds originally purchased with the proceeds of the above described Liquidity Drawing and as of the date hereof holds, on behalf of
the Issuing Bank, in the Remarketing Proceeds Subaccount established under the Indenture the amount of U.S. $_____________

(representing
U.S. $_____________ of principal and U.S. $_____________ of interest) with respect to the sale of such Custody Bonds.

4. The Bond Trustee shall deliver the Remarketing Proceeds to the Issuing Bank on the same day as the Remarketing Proceeds are

ceived

by the Bond Trustee (on behalf ofthe Issuing Bank) in immediately available funds by depositing such Remarketing Proceeds with
suing Bank] SUMITOMO MITSUI BANKING CORPORATION, NEW YORK BRANCH through the Fedwire to Citibank, N.A., New

/ork, ABA 02 1-000-089, in favor of SUMITOMO MITSUI BANKING CORPORATION, NEW YORK BRANCH A/C #3602383 7. Ref:
Kentucky Utilities, Reference: Letter of Credit No.

________________,

or as otherwise directed by the Issuing Bank.
5. In accordance with the terms of the Letter of Credit, the Stated Amount under the Letter of Credit is deemed automatically reinstated
in an amount equal to [$ J (total amount of paragraph 3 above).



IN WITNESS WHEREOF, the undersigned has executed and delivered this Certificate this

_____

day of___________

_____

[TRUSTEE], as Bond Trustee

By:
[Title of Authorized Officer]



APPENDLX II TO
REIMBURSEMENT AGREEMENT

[FORM OF CUSTODY, PLEDGE AND SECURITY AGREEMENTJ

This CUSTODY, PLEDGE AND SECURITY AGREEMENT (together with all exhibits, schedules, attachments and appendices
hereto, as amended from time to time, this “ Pledge Agreement “), dated as of

_____________,

is entered into by and among KENTUCKY
UTILITIES COMPANY (the “ Pledgor “), [CUSTODIANJ, as Custodian (the” Custodian “). and [ISSUiNG BANK], as Issuing Bank (the
“Issuing Bank “), pursuant to that certain Reimbursement Agreement dated as of

_____________,

between the Pledgor and the Issuing
Bank (hereinafter, together with all schedules, attachments and appendices thereto, as from time to time amended or supplemented, the”
Reimbursement Agreement “). Any capitalized term used herein, and not defined elsewhere in this Agreement, shall have the meaning set
forth in the Reimbursement Agreement.

RECITALS:

A. The County of [Carroll][Mercer], Kentucky (the “ Issuer”) has issued
$____________

aggregate principal amount of its
County of [Carroll, Kentucky, Enviromnental Facilities] [Mercer, Kentucky, Solid Waste Disposal Facility] Revenue [Refunding] Bonds,
[Insert Series] (Kentucky Utilities Company Project) (the “Bonds “), pursuant to a certain Indenture of Trust dated as of [date], [as
amended and restated as of September 1, 2008 and] as [further] amended and supplemented pursuant to Supplemental Indenture No. ito
[Amended and Restated] Indenture of Trust dated as of September 1, 2010 (the “Bond Indenture “), between the Issuer and [Trustee], as
trustee (in such capacity, the “Bond Trustee “).

B. The Bond Indenture requires that the Bonds be purchased under certain circumstances from the owners thereof in
accordance with the terms and conditions of the Bond Indenture.

C. The Pledgor has entered into that certain Remarketing and Bond Purchase Agreement dated as of [date] (together with all
exhibits, schedules, attachments and appendices thereto, as amended, supplemented or restated from time to time, the “Remarketing
Agreement “) between [Remarketing Agent], as the initial remarketing agent (“ Remarketing Agent “), and the Pledgor, pursuant to which
Rernarketing Agent has agreed to use its reasonable best efforts to remarket the Bonds under specified terms and conditions as provided in
the Remarketing Agreement.

D. The Pledgor has agreed to enter into the Reimbursement Agreement in order to cause the Issuing Bank to issue its Letter of
Credit (as defmed in the Reimbursement Agreement) which may be used to pay principal of and interest on and the purchase price of the
Bonds pledged to the Issuing Bank in accordance with the Bond Indenture (the “Pledged Bonds “).

NOW. THEREFORE, in consideration of the premises and in order to induce the Issuing Bank to enter into the Reimbursement
Agreement and the Issuing Bank to issue its Letter of Credit thereunder and for other good and valuable consideration, the receipt and
sufficiency of which are hereby acknowledged, the parties hereto agree as follows:

I. Pledge and Security Interest . The Pledgor hereby pledges, grants. assigns, conveys, hvpothecates, transfers.
and delivers to the Issuing Bank, all of the Pledgors right, title and interest in and to the Pledged Bonds and hereby grants to the Issuing
Bank, a first lien on. and security interest in, its right, title and interest in and to the Pledged Bonds, the interest thereon and all proceeds
thereof, as collatetal security for the prompt and complete payment and satisfaction when due of all indebtedness, obligations, liabilities
and amounts from time to time owing by the Pledgor to the Issuing Bank under or in connection with the



Reimbursement Agreement, including, without limitation, interest thereon (all of the foregoing indebtedness, obligations, liabilities and
amounts from time to time owing to the Issuing Bank by the Pledgor being hereinafter called the “Bank Obligations “).

2. Notation of Pledge. (a) The Issuing Bank hereby appoints the Custodian as its agent to receive and hold
Pledged Bonds for the benefit of the Issuing Bank. Upon the application of any drawing under the Letter of Credit to pay the purchase
price of Bonds, such Bonds shall constitute Pledged Bonds, shall be owned by the Pledgor and registered in the name of the Issuing Bank
or its designee or nominee as pledgee and delivered to the Custodian to be held for the benefit of the Issuing Bank. The Custodian shall
release such Pledged Bonds only in accordance with Section 5 hereof.

(b) The parties hereby acknowledge and agree that if the ownership of the Bonds or a portion thereof is
maintained as a fully registered Bond registered in the name of The Depository Trust Company, New York, New York (“ DTC”), or
its nominee (“ Book-Entry Fonn “), all references herein to the “holding” and “release” of Pledged Bonds shall relate to the recording
of beneficial ownership of Pledged Bonds.

(c) The Custodian shall be responsible for instructing the Bond Trustee or other bond registrar under the
Bond Indenture to effect any changes on the bond registration books necessary for recording of ownership and pledging of Pledged
Bonds or beneficial interests in Pledged Bonds.

3. Payments on the Bonds; Voting Rights. (a) If, while this Pledge Agreement is in effect, the Pledgor shall
become entitled to receive or shall receive any payment, including, without limitation, any payment of interest, principal or proceeds of
sale in respect of the Pledged Bonds, the Pledgor agrees to accept the same as the Issuing Bank’s agent and to hold the same in trust on
behalf of the Issuing Bank and to deliver the same forthwith to the Custodian for payment to the Issuing Bank. All sums of money so paid
in respect of the Pledged Bonds which are received by the Pledgor and paid to the Issuing Bank shall be first credited as set forth in (and
subject to the provisions of) the Reimbursement Agreement.

(b) During such time as the Bonds are pledged to the Issuing Bank under the terms of this Pledge
Agreement, the Issuing Bank shall be entitled to exercise all of the rights of an owner of Bonds with respect to voting, consenting and
directing DTC, as if the Issuing Bank were the owner of such Bonds, and the Pledgor hereby grants and assigns to the Issuing Bank all
such rights.

4. Collateral . All Pledged Bonds, and all income therefrom and proceeds thereof, are herein collectively
• sometimes called the “ Collateral.

5. Release of Pledged Bonds. (a) Upon payment (full or partial) to the Issuing Bank, or the Bond Trustee on
behalf of the Issuing Bank, of any Obligations, other than payments from the proceeds of a remarketing of the Bonds, and otherwise when
required pursuant to Section 3 of the Reimbursement Agreement, the Issuing Bank agrees to
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release from the lien of this Pledge Agreement the Pledged Bonds from the pledge and security interest created herein, and to instruct the
Custodian in writing to release and transfer to the order of the Pledgor, Pledged Bonds in a principal amount equal to the amount of the
repayment allocable to principal of such drawing; provided , however , that the Issuing Bank shall not be obligated to release Pledged
Bonds in an amount less than the minimum denomination permitted under the Bond Indenture for the Bonds (except in a situation in which
the total amount of Pledged Bonds held by the Issuing Bank is less than such minimum denomination). Upon payment to the Issuing Bank
(or the Bond Trustee on behalf of the Issuing Bank) as aforesaid, any notation on the book-entry records of the Bonds evidencing the
pledge of such Bonds to the Issuing Bank shall be removed. If the Pledged Bonds have been remarketed pursuant to the Bond Indenture,
so long as no Event of Default or Default then exists, the Issuing Bank shall also release to the purchaser of the Bonds from the pledge and
security interest created by this Pledge Agreement a principal amount of Pledged Bonds equal to the principal amount of Bonds purchased
by such purchaser. Bonds shall be released under this Pledge Agreement (i) upon notice from the Pledgor or the Remarketing Agent to the
Issuing Bank specif’ing the principal amount of Bonds purchased or to be delivered to such purchaser, and (ii) upon receipt by the Bond
Trustee (on behalf of the Issuing Bank) of remarketing proceeds with respect to such remarketed Bonds, all in accordance with the Bond
Indenture. The proceeds of any such remarketing shall be delivered to the Issuing Bank on the same day as the Pledged Bonds are released
from the lien and security interest of this Pledge Agreement in immediately available funds by depositing such proceeds with

___________________________

through the Federal Reserve Wire System to ABA No.

_____________

at the federal Reserve Bank of
New York for credit of____________________ , Attn:

____________________

, Account No.

_____________

, RE: Kentucky Utilities,
Reference: Letter of Credit No.

_____________,

or as otherwise directed by the Issuing Bank.

(b) Upon an acceleration of all Bonds pursuant to the Bond Indenture and payment to the Issuing Bank
of all amounts due on the Pledged Bonds, upon the request of the Issuing Bank, the Custodian shall be authorized to, and shall, cancel
all Pledged Bonds held hereunder; provided , however , that such cancellation shall not constitute a release of the Pledgor’s
obligations to the Issuing Bank with respect to the Bank Obligations.

6. Event of Default. The term “Event of Default” shall mean an Event of Default as defmed in the
Reimbursement Agreement.

7. Rights of the Issuinn Bank . The Issuing Bank shall not be liable for failure to collect or realize upon the Bank
Obligations, the Collateral or any collateral security or guaranty therefor, or any part thereof, or for any delay in so doing, nor shall the
Issuing Bank be under any obligation to take any action whatsoever with regard thereto or in respect of preserving rights against prior
parties. TI an Event of Default or event which with notice or lapse of time or both would become an Event of Default has occurred and is
continuing, the Issuing Bank may thereafter, without notice, exercise all rights, privileges or options pertaining to the Pledged Bonds as if
it were the absolute owner thereof, upon such terms and conditions as it may determine, all without liability except to account for property
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actually received by it, but the Issuing Bank shall not have any duty to exercise any of the aforesaid rights, privileges or options nor shall
the Issuing Bank be responsible for any failure to do so or delay in so doing.

8. Remedies. At any time that an Event of Default has occurred and is continuing as a result of all or any
portion of the Bank Obligations owing to the Issuing Bank not being paid when due, the Issuing Bank, without demand of performance or
other demand, advertisement or notice of any kind (except the notice specified below of time and place of public or private sale) to or upon
the Pledgor or any other person (each of which demands, advertisements or notices are hereby expressly waived), may forthwith instruct
the Custodian to transfer to the Issuing Bank all or any portion of the Collateral relating to the Pledged Bonds, or may forthwith collect,
receive, appropriate and realize upon the Collateral relating to the Pledged Bonds, or any part thereof, and may forthwith sell, assign, give
option or options to purchase, contract to sell or otherwise dispose of and deliver said Collateral, or any part thereof, in one or more parcels
at public or private sale or sales, at any exchange, broker’s board or at any of the Issuing Bank’s offices or elsewhere upon such terms and
conditions and at such prices as it may deem advisable in its discretion, exercised in a commercially reasonable manner, for cash or on
credit or for future delivery without assumption of any credit risk, with the right to the Issuing Bank upon any such sale or sales, public or
private, to purchase the whole or any part of said Collateral so sold, free of any right or equity of redemption in the Pledgor, which right or
equity is hereby expressly waived and released to the fullest extent pennifted under law. The Issuing Bank shall apply all the net proceeds
of any such collection, recovery, receipt, appropriation, realization or sale, after deducting all reasonable costs and expenses of every kind
incurred therein or incidental to the care, safekeeping or otherwise of any and all of the Collateral in any way relating to the rights of the
Issuing Bank hereunder, including reasonable attorneys’ fees and legal expenses, to the payment in whole or in part, of the Bank
Obligations owing to the Issuing Bank in such order as prescribed in the Reimbursement Agreement (with the Pledgor remaining liable for
any deficiency remaining unpaid after such application), and only after so applying such net proceeds and after the payment by the Issuing
Bank of any other amount required by any provision of Law, including, without limitation Section 9-504(l)(c) (or any successor section
thereto) of the Uniform Commercial Code of the State of New York, shall the Issuing Bank apply the surplus, if any, to the account of the
Pledgor. The Pledgor agrees that the Issuing Bank need not give more than ten (10) business days’ notice of the time and place of any
public sale or of the time after which a private sale or other intended disposition is to take place and that such notice is reasonable
notification of such matters. In addition to the rights and remedies granted to the Issuing Bank in this Pledge Agreement and in any other
instrument or agreement securing, evidencing or relating to any of the Bank Obligations, the Issuing Bank shall have all the rights and
remedies of a secured party, and the Pledgor shall have all the rights of a debtor, under the Uniform Commercial Code of the State of New
York. The Pledgor further agrees that the Pledgor shall be liable for the deficiency if the proceeds of any sale or other disposition of the
Collateral relating to the Pledged Bonds are insufficient to pay all amounts to which the Issuing Bank is entitled, and the reasonable fees of
any attorneys reasonably employed by the Issuing Bank to collect such deficiency. The parties hereto acknowledge that, following any
such sale or other disposition of Collateral relating to the Pledged Bonds which is not accompanied by a reinstatement in full of the
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Letter of Credit (to the extent necessary to provide the required principal and interest coverage of such Pledged Bonds), the then rating
assigned by any Rating Agency on the Bonds may be withdrawn and may not apply to such Pledged Bonds.

9. Representations and Warranties of the Pledgor. The Pledgor hereby represents and warrants that:

(a) on the date of notation of the pledge to the Issuing Bank of any Pledged Bonds on the records of
DTC and the deposit of the Pledged Bonds via book-entry into an account maintained by the Issuing Bank at DTC (the “Pledge Date

“), neither the Pledgor, the Remarketing Agent, the Bond Trustee nor any other Person will have any right, title or interest in and to
the Pledged Bonds (other than those rights described herein and in the Bond Indenture);

(b) it has, and on the Pledge Date will have, full power, authority and legal right to pledge all of its
rights, title and interest in and to the Pledged Bonds pursuant to this Pledge Agreement; and

(c) assuming compliance by the Custodian with Section 2 hereof, the pledge and assignment of the
Pledged Bonds pursuant to this Pledge Agreement will create a valid first lien on and a first perfected security interest in, all right, title
or interest of the Pledgor in or to such Pledged Bonds, and the proceeds thereof, subject to no prior pledge, lien, mortgage,
hypothecation, security interest, charge, option or encumbrance or to any agreement purporting to grant to any third party a security
interest in the property or assets of the Pledgor which would include the Pledged Bonds.

10. No Disposition, Etc. Subject to the provisions of Section 5 hereof and subject to the Bond Indenture and
Remarketing Agreement, without the prior written consent of the Issuing Bank, the Pledgor agrees that it will not sell, assign, transfer,
exchange or otherwise dispose of, or grant any option with respect to, the Collateral relating to the Pledged Bonds, nor will it create, incur
or permit to exist any pledge, lien, mortgage, hypothecation, or security interest therein, or any proceeds thereof, except for the lien and
security interest provided for by this Pledge Agreement. The Pledgor hereby covenants and agrees that it will defend the Issuing Bank’s
right, title and security interest in and to the Pledged Bonds relating to the Letter of Credit and the proceeds thereof against the claims and
demands of all persons whomsoever.

11. Sale of Collateral . (a) The Pledgor recognizes that the Issuing Bank may be unable to effect a public sale of
any or all of its Pledged Bonds by reason of certain prohibitions contained in the Securities Act of 1933, as amended (the” Securities Act

“), and applicable state securities laws, but may be compelled to resort to one or more private sales thereof to a restricted group of
purchasers who will be obliged to agree. among other things, to acquire such securities for their own account for investment and not with a
view to the distribution or resale thereof. The Pledgor acknowledges and agrees that any such private sale may result in prices and other
terms less favorable to the seller than if such sale were a public sale and, notwithstanding such circumstances, agrees that any such private
sale shall

7



be deemed to have been made in a commercially reasonable manner provided that the private sale is made in a commercially reasonable
maimer for private sales. The Issuing Banic shall be under no obligation to delay a sale of any of the Pledged Bonds for the period of time

necessary to permit the Pledgor to register such securities for public sale under the Securities Act, or under applicable state securities laws,
even if the Pledgor would agree to do so. Notwithstanding anything contained in this Section 11 , the Pledgor shall not be required to
register such securities for public sale under the Securities Act or any applicable state securities laws.

(b) Subject to the other terms of this Pledge Agreement, the Pledgor further agrees to do or cause to be

done all such other acts and things as may be reasonably necessary to make such sale or sales of any portion or all of the Pledged
Bonds valid and binding and in compliance with any and all applicable laws, regulations, orders, writs, injunctions, decrees or awards

of any mid all courts, arbitrators or governmental instrumentalities, domestic or foreign, having jurisdiction over any such sale or
sales, all at the Pledgor’ expense. The Pledgor further agrees that a breach of any of the covenants contained in this Section 11 will
cause irreparable injury to the Issuing Bank, that the Issuing Bank has no adequate remedy at law in respect of such breach and, as a
consequence, agrees that each and every covenant contained in this Section shall be specifically enforceable against the Pledgor. The
Pledgor further acknowledges the impossibility of ascertaining the amount of damages which would be suffered by the Issuing Bank
by reason of a breach of any of such covenants and, consequently, agrees that, if the Issuing Bank shall sue for damages for breach, it
shall pay, as liquidated damages and not as a penalty, an amount equal to the par value plus accrued interest on the Pledged Bonds
relating to the Issuing Bank on the date the Issuing Bank shall demand compliance with this Section (less an amount equal to the par
value plus accrued interest on any Pledged Bonds sold between the date the Issuing Bank shall have demanded compliance with this
Section and the date of payment of such liquidated damages), and the Issuing Bank agrees to release its lien on all of its unsold
Pledged Bonds to the Pledgor upon payment of such liquidated damages; in no event shall such liquidated damages exceed the amount
of the then outstanding Bank Obligations owing to the Issuing Bank plus all amounts which remain available for draw under its Letter
of Credit (it being agreed that any such liquidated damages in respect of the undrawn Letter of Credit shall be held in trust for the
parties hereto for payment as such losses in respect thereof are incurred by the Issuing Bank and shall be returned to the Pledgor to the
extent a loss in respect thereof is not incurred by the Issuing Bank prior to the expiration of the Letter of Credit).

(c) The Pledgor and the issuing Bank acknowledge that, following any such sale or other disposition of
Collateral relating to the Pledged Bonds which is not accompanied by a reinstatement in full of the Letter of Credit (to the extent
necessary to provide the required principal and interest coverage of such Pledged Bonds), the then rating assigned by any Rating
Agency on the Bonds may be withdrawn and may not apply to such Pledged Bonds.
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12. Further Assurances. The Pledgor agrees that at any time and from time to time upon the written request of
the Issuing Bank, the Pledgor will execute and deliver such further documents and do such further acts and things as the Issuing Bank may
reasonably request in order to effect the purposes of this Pledge Agreement.

13. Severability. Any provision of this Pledge Agreement which is prohibited or unenforceable in any
jurisdiction shall, as to such jurisdiction, be ineffective to the extent of such prohibition or unenforceability without invalidating the
remaining provisions hereof, and any such prohibition or unenforceability in any jurisdiction shall not invalidate or render unenforceable
such provision in any other jurisdiction.

14. No Waiver Cumulative Remedies. The Issuing Bank shall not by any act, delay, omission or otherwise be
deemed to have waived any of its rights or remedies hereunder and no waiver shall be valid unless in writing, signed by the Issuing Bank,
and then only to the extent therein set forth. A waiver by the Issuing Bank of any right or remedy hereunder on any one occasion shall not
be construed as a bar to any right or remedy which the Issuing Bank would otherwise have on any future occasion. No failure to exercise
nor any delay in exercising on the part of the Issuing Bank, of any right, power or privilege hereunder, shall operate as a waiver thereof
nor shall any single or partial exercise of any right, power or privilege hereunder preclude any other or further exercise thereof or the
exercise of any other right, power or privilege. The rights and remedies herein provided are cumulative and may be exercised singly or
concurrently. and are not exclusive of any rights or remedies provided by law. Time is of the essence in the interpretation and performance
of this Pledge Agreement.

15. Amendments Applicable Law. None of the terms or provisions of this Pledge Agreement may be altered,
modified or amended except by an instrument in writing, duly executed by the Issuing Bank, the Custodian and the Pledgor. This Pledge
Agreement and all obligations of the Pledgor hereunder shall be binding upon the successors and assigns of the Pledgor, and shall, together
with the rights and remedies of the Issuing Bank hereunder, inure to the benefit of the Issuing Bank and its successors and assigns. This
Pledge Agreement shall be governed by, and be construed, enforced and interpreted in accordance with, the internal laws of the State of
New York.

16. Term. This Pledge Agreement shall remain in full force and effect for so long as the Letter of Credit is in
effect or any amount is owed to the Issuing Bank under the Reimbursement Agreement or any amount is owed pursuant to the
Reimbursement Agreement.

17. The Custodian . (a) The Custodian shall not be subject to any liability hereunder with respect to Collateral
held in its custody, except for its gross negligence or willful misconduct.

(b) To the extent permitted by law from legally available funds, the Pledgor agrees to indemnify the
Custodian and its officers, agents, directors and employees against any loss, claim, liability or expense, reasonably incurred without
gross
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negligence or willful misconduct on the part of the Custodian or such person, arising out of or in connection with this Pledge
Agreement, including any of its duties as Custodian hereunder, including the reasonable costs and expenses of defending itself from
any claim or liability in connection herewith. Notwithstanding the foregoing. the Custodian shall have all of the rights (including
indenmification rights), benefits, privileges and immunities granted to the Bond Trustee under the Bond Indenture, all of which are
incorporated herein mutat is niutandis . The provisions of this paragraph shall survive the termination of this Pledge Agreement or the
resignation or removal of the Custodian. At the reasonable request and expense of the Pledgor, the Custodian shall cooperate in
making any investigation and defense of any indemnified claim or demand and shall assert appropriately the rights, privileges and
defenses which are available to the Custodian in connection therewith.

(c) In the event of its resignation or removal as the Bond Trustee under the Bond Indenture, the
Custodian shall resign or be removed under this Pledge Agreement, and the successor trustee appointed under the Bond Indenture
shall be appointed by the Issuing Bank as the successor Custodian under this Pledge Agreement. Upon the acceptance of any
appointment as Custodian hereunder by a successor Custodian, such successor Custodian shall thereupon succeed to and become
invested with all the rights, powers, privileges and duties of the retiring Custodian, and the resignation or removal of the retiring
Custodian shall be effective as of such date. After the effective date of any retiring Custodian’s resignation or removal as Custodian
hereunder, the provisions of this Section 17 shall remain applicable to it as to any actions taken or omitted to be taken by it while it
was Custodian under this Pledge Agreement.

(d) The Custodian has executed this Pledge Agreement solely as Custodian for the Issuing Bank in
accordance with the terms hereof and hereby agrees not to exercise any right or remedy, including a right of set-off, it may have at any
time with respect to any of the Collateral, except in accordance with the provisions of this Pledge Agreement or the written
instructions of the Issuing Bank.

(e) The Custodian has executed this Pledge Agreement solely in connection with its role as Bond
Trustee under the Bond Indenture, and in the event of any conflict between the terms of the Bond Indenture and this Pledge
Agreement as to the duties of the Custodian, the terms of the Bond Indenture shall control.

1$. Notices. Notices given to the Pledgor or the Issuing Bank pursuant to this Pledge Agreement shall be
delivered to such address and through such means as shall be provided in the Reimbursement Agreement or to such other address as any
party may specify in a notice to the other parties. Notwithstanding any-thing herein to the contrary, notices to release Pledged Bonds may
be made by telecopy and each such notice shall be promptly confirmed in writing. Notices given to the Custodian pursuant to this Pledge
Agreement shall be addressed as follows:

[TRUSTEE]
[AddressJ

10



Attn:

[SIGNATURE PAGES IMvEFDIATELY FOLLOWj

II



IN WITNESS WHEREOF, the parties hereto have executed this Custody, Pledge and Security Agreement as of the date first above
written.

KENTUCKY UTILITIES COMPANY, as the Pledgor

By:
Name:
Title:



[ISSUING BANK], as Issuing Bank

By:
Name:
Title:

2



[CUSTODIAN], as Custodian
By:
Name:
Title:

3



EXHIBIT B. Form of Assignment and Assumption Agreement

This Assignment and Assumption (the “ Assignment and Assumption “) is dated as of the Effective Date set forth below and is
entered into by and between [the] [each] I Assignor identified on the Schedules hereto as “ Assignor “ [or” Assignors “ (collectively, the
Assignors “ and each] an “ Assignor “) and [the] [each] 2 Assignee identified on the Schedules hereto as “ Assignee “ or “ Assignees

(collectively, the “Assignees “ and each an “Assignee “). [It is understood and agreed that the rights and obligations of [the Assignors] [the
Assignees] 3 hereunder are several and not joint.] ‘ Capitalized terms used but not defined herein shall have the meanings given to them in the
Credit Agreement identified below (the “ Credit Agreement “), receipt of a copy of which is hereby acknowledged by [the] [each]
Assignee. The Standard Terms and Conditions set forth in Annex I attached hereto are hereby agreed to and incorporated herein by reference
and made a part of this Assignment and Assumption as if set forth herein in full.

For an agreed consideration, [the] [each] Assignor hereby irrevocably sells and assigns to [the Assignee] [the respective Assignees],
and [the] [each] Assignee hereby irrevocably purchases and assumes from [the Assignor] [the respective Assignors], subject to and in
accordance with the Standard Terms and Conditions and the Credit Agreement. as of the Effective Date inserted by the Administrative Agent
as contemplated below (a) all of [the Assignors] [the respective Assignors’] rights and obligations in [its capacity as a Lender] [their respective
capacities as Lenders] under the Credit Agreement and any other documents or instruments delivered pursuant thereto to the extent related to
the amount and percentage interest identified below of all of such outstanding rights and obligations of [the Assignor] [the respective
Assignors] under the letter of credit facility identified below (including any letters of credit included in such facilities) and (b) to the extent
permitted to be assigned under applicable law, all claims, suits, causes of action and any other right of [the Assignor (in its capacity as a
Lender)] [the respective Assignors (in their respective capacities as Lenders)] against any Person, whether known or unknown, arising under or
in connection with the Credit Agreement, any other docwrients or instruments delivered pursuant thereto or the loan transactions governed
thereby or in an way based on or related to any of the foregoing, including, but not limited to, contract claims, tort claims, malpractice claims,
statutory claims and all other claims at law or in equity related to the rights and obligations sold and assigned pursuant to clause (a) above (the
rights and obligations sold and assigned by [the] [any] Assignor to [the] [any] Assignee pursuant to clauses (a) and (b) above being referred to
herein collectively as, the “ Assigned Interest “). Each such sale and assignment is without recourse to [the] [any] Assignor and, except as
expressly provided in this Assignment and Assumption, without representation or warranty by [the] [any] Assignor.

for bracketed language here and elsewhere in this form relating to the Assignor(s), if the assignment is from a single Assignor, choose the
first bracketed language. If the assigmnent is from multiple Assignors, choose the second bracketed language.

2 for bracketed language here and elsewhere in this form relating to the Assignee(s), if the assignment is to a single Assignee, choose the
first bracketed language. If the assignment is to multiple Assignees, choose the second bracketed language.

Select as appropriate.

“ Include bracketed language if there are either multiple Assignors or multiple Assignees.



1. Assignor: See Schedule attached hereto

Assignee: See Schedule attached hereto

Borrower: Kentucky Utilities Company

4. Administrative Agent: Banco Bilbao Vizcaya Argentaria, S.A., New York Branch, as the administrative agent under the Credit
Agreement

5. Credit Agreement: The $198,309,583.05 Amended and Restated Letter of Credit Agreement dated as of August 16, 2012 by and
among Kentucky Utilities Company, as Borrower, the Lenders party thereto, Banco Bilbao Vizcaya Argentaña, S.A., New York Branch, as
Administrative Agent and Sumitomo Mitsui Banking Corporation, New York Branch, as Issuing Lender(as amended, amended and restated,
supplemented or otherwise modified)

6. Assigned Interest: See Schedule attached hereto

[7. Trade Date: 1

REMAINDER OF PAGE INTENTIONALLY LEFT BLANK)

5 To be completed if the Assignor(s) and the Assignee(s) intend that the minimum assignment amount is to be determined as of the Trade
Date.



Effective Date:

______________,

20

TO BE INSERTED BY ADPvIINISTRATIVE AGENT AND WHICH SHALL BE THE EFFECTIVE DATE OF RECORDATION OF

çANSFER IN THE REGISTER THEREFOR.]

The terms set forth in this Assignment and Assumption are hereby agreed to:

ASSIGNOR

[NAME OF ASSIGNOR]

By:

_____________________________

Title:

ASSIGNEE

See Schedttle attached hereto



[Consented to and] 6

ANCO BILBAO VIZCAYA ARGENTARIA, S.A., NEW YORK BRANCH,
(Administrative Agent

Title:

[Consented to:]

KENTUCKY UTILITIES COMPANY

By

________________________________

Title:

[Consented to]:

SUMITOMO MITSUI BANKING CORPORATION, NEW YORK BRANCH
as Issuing Lender

By

________________________________

Title:

[Consented to]: 8

[ISSUING LENDER]
as Issuing Lender

y

_______________________________________________

tle:

6 To be added only if the consent of the Administrative Agent is required by the terms of the Credit Agreement.

7 To be added only if the consent of the Borrower is required by the terms of the Credit Agreement.

8 To be added only if there are additional Issuing Lenders.



SCHEDULE

To Assignment and Assumption

...,y its execution of this Schedule, the Assiee(s) agree(s) to the tenns set forth in the affached Assiment and Assnmption.

Assigned Interests:

9 Amount to be adjusted by the counterparties to take into account any payments or prepayments made between the Trade Date and the
Effective Date.

10 Amount to be adjusted by the counterparties to take into account any payments or prepayments made between the Trade Date and the
Effective Date.

Set forth, to at least 9 decimals, as a percentage of the Commitment of all Lenders thereunder.

Add additional signature blocks, as needed.

Select as applicable.

[NAME Of ASSIGNEEI 12 [and is an Affiliate of [ ident Lender ]j 13



ANNEX I to Assignment and Assumption

AMENDED AND RESTATED LETTER Of CREDIT AGREEMENT
DATED AS Of AUGUST 16, 2012

BY AND AMONG
KENTUCKY UTILITIES COMPANY, AS BORROWER,

THE LENDERS PARTY THERETO
BANCO BILBAO VIZCAYA ARGENTARIA, S.A., NEW YORK BRANCH,

AS ADMINISTRATIVE AGENT
STANDARD TERMS AND CONDITIONS FOR ASSIGNMENT AND ASSUMPTION

I. Representations and Warranties.

1.1 Assignor . [The] [Each] Assignor (a) represents and warrants that (i) it is the legal and beneficial owner of [the] [the
relevant] Assigned Interest, (ii) [the] [such] Assigned Interest is free and clear of any lien, encumbrance or other adverse claim and (iii) it has
full power and authority, and has taken all action necessary, to execute and deliver this Assignment and Assumption and to consummate the
transactions contemplated hereby; and (b) assumes no responsibility with respect to (1) any statements, warranties or representations made in or
in connection with the Credit Agreement or any other Loan Document, (ii) the execution, legality, validity, enforceability, genuineness,
sufficiency or value of the Loan Documents or any collateral thereunder, (iii) the fmancial condition of the Borrower, any of its Subsidiaries or
Affiliates or any other Person obligated in respect of any Loan Document or (iv) the performance or observance by the Borrower, any of its
Subsidiaries or Affiliates or any other Person of any of their respective obligations under any Loan Document.

1.2. Assignee. [The] [Each] Assignee (a) represents and warrants that (1) it has full power and authority, and has taken all
action necessary, to execute and deliver this Assignment and Assumption and to consummate the transactions contemplated hereby and to
become a Lender under the Credit Agreement, (ii) it meets all requirements of an Eligible Assignee under the Credit Agreement (subject to
receipt of such consents as may be required under the Credit Agreement), (iii) from and after the Effective Date, it shall be bound by the
provisions of the Credit Agreement as a Lender thereunder and, to the extent of the Assigned Interest, shall have the obligations of a Lender
thereunder, (iv) it has received a copy of the Credit Agreement, together with copies of the most recent fmancial statements delivered pursuant
to Section 6.01 thereof, as applicable, and such other documents and information as it has deemed appropriate to make its own credit analysis
and decision to enter into this Assignment and Assumption and to purchase [the] [the relevant] Assigned Interest on the basis of which it has
made such analysis and decision independently and without reliance on the Administrative Agent or any other Lender, and (b) agrees that (i) it
ill, independently and without reliance on the Administrative Agent, [the] [any] Assignor or any other Lender, and based on such documents

jìd information as it shall deem appropriate at the time, continue to make its own credit decisions in taking or not taking action under the Loan
‘ocuments, and (ii) it will perform in accordance with their terms all of the obligations that by the terms of the Loan Documents are required to

be performed by it as a Lender.

2. Payments . from and after the Effective Date, the Administrative Agent shall make all payments in respect of the Assigned
Interest (including payments of principal, interest, fees and other amounts) to the Assignor for amounts that have accrued to but excluding the
Effective Date and to the Assignee for amounts that have accrued from and after the Effective Date.

3. General Provisions. This Assignment and Assumption shall be binding upon, and inure to the benefit of, the parties hereto
and their respective successors and assigns. This Assignment



and Assumption may be executed in any number of counterparts, which together shall constitute one instrument. Delivery of an executed
counterpart of a signature page of this Assignment and Assumption by telecopy shall be effective as delivery of a manually executed
counterpart of this Assignment and Assumption. This Assignment and Assumption shall be governed by and construed in accordance with the

femal laws of the State of New York.



EXHIBIT D

form of Letter of Credit Request

[Insert details of Issuing LenderJ

Ladies and Gentlemen:

This notice shall constitute a “Letter of Credit Request” pursuant to Section 3.03 of the S19$,309,583.05 Letter of Credit
Agreement dated as of April 29, 2011 (the “ Credit Agreement “) among Kentucky Utilities Company, the lending institutions party thereto
from time to time and Banco Bilbao Vizcaya Argentaña, S.A., New York Branch, as Administrative Agent. Terms defmed in the Credit
Agreement and not otherwise defmed herein have, as used herein, the respective meanings provided for therein.

The undersigned hereby requests that

_________________

14 issue a [Standby] Letter of Credit on

_________________, _________

15 in
the aggregate amount of $ . [This request is to extend a Letter of Credit previously issued under the Credit Agreement;
Letter of Credit No.

__________

The beneficiary of the requested Standby Letter of Credit will be

________________

16 and such Standby Letter of Credit will be in
support of_______________________ 17 and will have a stated termination date of 18

Copies of all documentation with respect to the supported transaction are attached hereto.

14 Insert name of Issuing Lender.

15 Must be a Business Day.

Insert name and address of beneficiary.

17 Insert a description of the obligations, the name of each agreement and/or a description of the commercial transaction to which this Letter
of Credit Request relates.

18 Insert the last date upon which drafts may be presented (which may not be later than the fifth Business Day prior to the Tennination Date).



KENTUCKY UTILITIES COMPANY

By:
me:

tie:

APPROVED:

[ISSUING LENDER]

By:

___________

Name:
Title:



Exhibit 12(a)
PPL CORPORATION AND SUBSIDIARIES

COMPUTATION OF RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND
PREFERRED STOCK DIVIDENDS

(Millions ofDollars)

9 Months
Ended
Sep. 30, Years Ended December 31,

2012 2011 2010 2009 2008 2007
Earnings, as defmed:

Income from Continuing Operations Before
Income Taxes $ 1,541 $ 2,201 $ 1,239 $ 538 $ 1,273 S 1,230

Adjustment to reflect earnings from equity method
investments on a cash basis

____________

1 7 1 2
1,541 2,202 1,246 539 1,273 1,232

Total fixed charges as below 782 1,022 698 513 568 609
Less:
Capitalized interest 37 51 30 43 57 55
Preferred security distributions of subsidiaries

on a pre-tax basis 5 23 21 24 27 23
Interest expense and fixed charges related to

discontinued operations

___________

3 12 15 16 39
Total fixed charges included in Income from

Continuing Operations Before Income Taxes 740 945 635 431 46$ 492

Total earnings S 2,281 S 3,147 $ 1,881 $ 970 $ 1.741 $ 1.724

fixed charges, as defmed:
Interest charges (a) $ 754 $ 955 $ 637 $ 446 $ 51$ $ 565
Estimated interest component of operating rentals 23 44 39 42 22 21
Preferred security distributions of subsidiaries

on a pre-tax basis 5 23 21 24 27 23
fixed charges of majority-owned share of 50% or

less-owned
persons

____________ ___________

I I

Total fixed charges (b) S 782 $ 1,022 $ 698 $ 513 S 56$ $ 609

Ratio of earnings to fixed charges 2.9 3.1 2.7 1.9 3.1 2.8
Ratio of earnings to combined fixed charges and

preferred stock dividends (c) 2.9 3.1 2.7 1.9 3.1 2.8

(a) Includes interest on long-term and short-term debt, as well as amortization of debt discount, expense and premium - net.
(b) Interest on unrecognized tax benefits is not included in fixed charges.
(c) 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 eamings to fixed charges.

183



Exhibit 12(b)
PPL ENERGY SUPPLY, LLC ANI) SUBSIDIARIES

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES
(Millions ofDollars)

9 Months
Ended

Sep. 30, Years Ended December 31,
2012 2011 2010 2009 2008 2007

Earnings, as defmed:
Income (Loss) from Continuing Operations Before

IncomeTaxes $ 585 $ 1,212 $ 881 $ (13) $ 671 $ 785
Adjustments to reflect earnings from equity method

investments on a cash basis

____________

1 7 1 2
585 1,213 $88 (12) 671 787

Total fixed charges as below 177 259 426 364 390 388
Less:
Capitalized interest 36 47 33 44 57 54
Interest expense and fixed charges related to

discontinued operations

___________

3 147 102 157 217
Total fixed charges included in Income (Loss) from

Continuing Operations Before Income Taxes 141 209 246 218 176 117

Total earnings S 726 $ 1,422 $ 1,134 $ 206 $ $47 $ 904

Fixed charges, as defined:
Interest charges (a) S 159 $ 223 $ 387 $ 321 $ 374 $ 374
Estimated interest component of operating rentals 18 36 38 42 15 14
fixed charges of majority-owned share of 50% or

less-owned persons

____________ ___________

1 1 1

Total fixed charges (b) $ 177 $ 259 $ 426 $ 364 $ 390 $ 38$

Ratioofeamingstofixedcharges(c) 4.1 5.5 2.7 0.6 2.2 2.3

(a) Includes interest on long-term and short-term debt, as well as amortization of debt discount, expense and premium - net.
(b) interest on unsecognized tax benefits is not included in fixed charges.
(c) In January 2011, PPL Energy Supply distributed its 100% membership interest in PPL Global to PPL Energy Supply’s parent, PPL Energy funding. As a result, PPL

Global’s operating results were reclassified as Discontinued Operations. Upon reflecting this reclassification, earnings were less than fixed charges for 2009. See Note 9 in
PPL Energy Supply’s 2011 Form 10-K for additional information. The total amount of fixed charges for this period was approximately $364 million and the total amount of
earnings was approximately $206 million. The amount of the deficiency, or the amount of fixed charges in excess of earnings, was approximately $158 million.
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Exhibit 12(c)
PPL ELECTRIC UTILITIES CORPORATION AND SUBSIDIARIES

COMPUTATION OF RATIO OF EARMNGS TO COMBINED FIXED CHARGES AND
PREFERRED STOCK DIVIDENDS

(Millions ofDollars)

9 Months
Ended

Sep. 30, Years Ended December 31,
2012 2011 2010 2009 2008 2007

Earnings, as defmed:
IncomeBeforelncomeTaxes $ 146 $ 257 $ 192 $ 221 $ 27$ $ 246

Total fixed charges as below 72 105 102 121 114 143

Total earnings S 224 $ 362 $ 294 $ 342 $ 392 $ 389

Fixed charges, as defmed:
Interest charges (a)
Estimated interest component of operating rentals

______________ ___________ ___________ ___________ ___________ ___________

Total fixed charges (b)

____________ _________ _________ _________ _________ _________

Ratio of earnings to fixed charges

____________ _________ _________ _________ _________

Preferred stock dividend requirements on a pre-tax
basis $ 6 $ 21 $ 23 $ 2$ $ 2$ $ 27

Fixed charges, as above 78 105 102 121 114 143

Total fixed charges and preferred stock dividends S 84 $ 126 $ 125 $ 149 $ 142 $ 170

Ratio of earnings to combined fixed charges and

preferred stock dividends 2.7 2.9 2.4 2.3 2.8 2.3

( Includes interest on long-term and short-term debt, as well as amortization of debt discount, expense and premium - net.
Interest on unrecognized tax benefits is not included in fixed charges.

S 76 $ 102 $ 101 $ 120 $ 113 $ 139
2 3 1 1 1 4

$ 78 $ 105 $ 102 $ 121 $ 114 $ 143

2.9 3.4 2.9 2.8 3.4 2.7
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Exhibit 12(d)
LG&E ANT) KU ENERGY LLC ANI) SUBSIDIARIES

COMPUTATION OF RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND
PREFERRED STOCK DIVIDENDS

(Millions ofDollars)

Successor Predecessor
9 Months Year 2 Months 10 Months

Ended Ended Ended Ended
Sep. 30, Dec. 31, Dec. 31, Oct. 31, Year Ended December 31,

2012 2011 2010 2010 2009 2008 2007
Earnings, as defined:

Income from Continuing Operations
Beforeincomelaxes $ 275 $ 419 $ 70 $ 300 $ (1,235) $ (1,536) $ 332

Adjustment to reflect earnings from
equity method investments on a cash
basis 7 (1) (4) 11 (5)

Loss on impainnent of goodwill 1,493 1,806
Mark to market impact of derivative

instruments

__________ __________

2 (20) (19) 34

__________

282 41$ 72 276 250 304 327

Total fixed charges as below 116 153 25 158 186 199 170

Total earnings $ 398 $ 571 $ 97 $ 434 $ 436 $ 503 $ 497

Fixed charges, as defined:
Interest charges (a) $ 112 $ 147 $ 24 $ 153 $ 176 $ 184 $ 155
Estimated interest component of

operating rentals 4 6 1 5 5 5 4
Estimated discontinued operations

interest component of rental expense 5 10 10. Preferred stock dividends

___________

Total fixed charges and preferred

stock dividends S 116 $ 153 $ 25 $ 15$ $ 186 $ 199 $ 170

Ratio of earnings to combined fixed

charges and prefetTed stock dividends 3.4 3.7 3.9 2.7 2.3 2.5 2.9

(a) Includes interest on long-term and short-term debt, as well as amortization of debt discount, expense and premium - net.
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Exhibit 12(e)
LOUISVILLE GAS AND ELECTRIC COMPANY

COMPUTATION OF RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND
PREFERRED STOCK DIVIDENDS

(Millions ofDollars)

Earnings, as defmed:
Income Before Income Taxes
Mark to market impact of derivative

instruments

_____________ _____________ _____________ _______________ _____________

Total fixed charges as below

__________ __________ __________ ____________ __________

Total earnings

___________ ___________ ___________ ____________

Fixed charges, as defined:
Interest charges (a)
Estimated interest component of
operating rentals

Preferred stock dividends

__________ __________ __________ ____________ __________

Total fixed charges and preferred

stock dividends

__________ __________ __________ ____________ __________

Successor Predecessor
9 Months Year 2 Months

Ended Ended Ended
Sep. 30, Dec. 31, Dec. 31,

2012 2011 2010

S 148 $ 195 $ 29

148 195 30

32 46 8

S 180 $ 241 $ 38

S 31 $ 44 $ $

1 2

$ 32 $ 46 $ 8

10 Months
Ended
Oct. 31,

2010

$ 167

(20)
147

40

$ 187

$ 38

2

$ 40

Year Ended December 31,

__________

2009 2008 2007

$ 142 $ 131 $ 179

___________

(20) 35

____________________

122 166 179

___________

46 60 53

$ 168 $ 226 $ 232

$ 44 $ 58 $ 50

2 2 2

$ 46 $ 60 $ 53

4.7 3.7 3.8 4.4
Ratio of earnings to combined fixed

charges and preferred stock dividends 5.6 5.2 4.8

Includes interest on long-term and short-tems debt, as well as amortization of debt discount, expense and premium - net.
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KENTUCKY UTILITIES COMPANY

COMPUTATION OF RATIO OF EARMNGS TO FIXED CHARGES
(Millions ofDollars)

Successor
Year

Ended
Dec. 31,

____________________________________________

2011

__________ ____________ __________ __________ __________

$ 282

(4) 11

____________ ____________ ____________ ______________

1 (1)

_____________________ _________

214 212 225 239

Total fixed charges as below

__________ __________

71 79 77 59

Total earnings

__________ __________ __________

$ 285 $ 291 $ 302 $ 298

fixed charges, as defmed:
Interest charges (a) $ 52 $ 70 $ 10 $ 69 $ 76 $ 74 $ 57
Estimated interest component of
operating rentals 2 3 1 2 3 3 2

Total fixed charges S 54 $ 73 $ 11 $ 71 $ 79 $ 77 $ 59

Ratioofeamiiigstofixedcharges 4.6 4.8 6.0 4.0 3.7 3.9 5.1

C
Includes interest on long-term and short-term debt, as well as amortization of debt discount, expense and premium - net.
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Exhibit 12(f)

9 Months
Ended

Sep. 30,
2012

$ 18$
Earnings, as defmed:

Income Before Income Taxes
Adjustment to reflect earnings from

equity method investments on a cash
basis

Mark to market impact of derivative
instruments

Predecessor
2 Months

Ended
Dec. 31,

2010

$ 55

10 Months
Ended
Oct. 31, Year Ended December 31,

2010 2009 2008 2007

$ 218 $ 200 $ 226 $ 244

(1)7

195

54

S 249

281

73

$ 354

55

11

$ 66

(5)



Exhibit 31(a)

CERTIFICATION

I, WILLIAM H. SPENCE, certify that:

fl I have reviewed this quarterly report on Form 1O-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 fmancial 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 l5d-15(e)) and internal control over fmancial 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 fmancial reporting and the preparation of
fmancial 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 fmancial 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

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, srnnmarize 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 fmancial reporting.

Date: November 8, 2012 Is! William H. Spence
William H. Spence
Chairman, President and Chief Executive Officer
(Principal Executive Officer)
PPL Corporation
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Exhibit 3 1(b)

CERTIFICATION

I, PAUL A. FARR, certify that:

I have reviewed this quarterly report on Form l0-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 fmancial 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
l3a-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. Desiuned 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 fmancial reporting and the preparation of
fmancial 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 fmancial 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

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrants 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 fmancial reporting.

Date: November 8, 2012 1sf Paul A. Farr
Paul A. Fan
Executive Vice President and Chief Financial Officer
(Principal Financial Officer)
PPL Corporation
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Exhibit 31(c)

CERTIFICATION

DAVID

G. DECAMPLI, certify that:

I have reviewed this quarterly report on form 1O-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 lieht 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 fmancial statements, and other fmancial information included in this report, fairly present in all material
respects the fmancial 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
defmed in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over fmancial reporting (as defmed in Exchange Act Rules
13a-lS(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 fmancial reporting, or caused such internal control over fmancial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of fmancial reporting and the preparation of
fmancial statements for external puiposes 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 fmancial 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 fmancial reporting; and

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 fmancial 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 fmancial reporting.

Date: November 8, 2012 Is! David G. DeCampli
David G. DeCampli
President
(Principal Executive Officer)
PPL Energy Supply, LLC
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Exhibit 31(d)

CERTiFICATION

(AUL

A. FARR, certiIi that:

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
maice 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 fmancial statements, and other financial infonnation 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 registrants 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 l5d-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 fmancial 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
fmancial 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 fmancial 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 fmancial reporting; and

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: November 8, 2012 1sf Paul A. farr
Paul A. Farr
Executive Vice President
(Principal financial Officer)
PPL Energy Supply, LLC
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Exhibit 31(e)

CERTIFICATION

GREGORY N. DUDKIN, certify that:

- ,c I have reviewed this quarterly report on Form 1O-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 defmed 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

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 fmancial reporting.

Date: November 8, 2012 Is! Gregory N. Dudkin
Gregory N. Dudkin
President
(Principal Executive Officer)
PPL Electric Utilities Corporation
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Exhibit 31(f)

CERTIFICATION

(*S)VINCENT SORGI, certify’ that:

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 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 defmed 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 fmancial reporting, or caused such internal control over fmancial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of fmancial reporting and the preparation of
fmancial 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

The registrants 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 desigi or operation of internal control over fmancial 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: November 8. 2012 1sf Vincent Sorgi
Vincent Sorgi
Vice President and Chief Accounting Officer
(Principal financial and Accounting Officer)
PPL Electric Utilities Corporation
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Exhibit 3 1(g)

CERTIFICATION

I, VICTOR A. STAFFIERI, certify that:

I have reviewed this quarterly report on Form 10-Q of LG&E and KU Energy 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 l5d-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 fmancial reporting and the preparation of
fmancial 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 fmancial 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 fmancial reporting; and

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 infommtion; 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 fmancial reporting.

Date: November 8, 2012 Is! Victor A. Staffieri
Victor A. Staffieri
Chairman, President and Chief Executive Officer
(Principal Executive Officer)
LG&E and KU Energy LLC

195



Exhibit 31(h)

CERTIFICATION

KENT W. BLAKE, certify that:

I have reviewed this quarterly report on Form lO-Q of LG&E and KU Energy 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 fmancial information included in this report, fairly present in all material
respects the fmancial 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 fmancial reporting (as defmed 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 fmancial reporting, or caused such internal control over fmancial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of fmancial reporting and the preparation of
fmancial 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 fmancial 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 fmancial reporting; and

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 fmancial reporting.

Date: November 8. 2012 Is! Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer and Principal Accounting Officer)
LG&E and KU Energy LLC

196



Exhibit 3 1(1)

CERTIFICATION

VICTOR

A. STAFFIERI, certify that:

I have reviewed this quarterly report on Form 1O-Q of Louisville Gas and Electric Company (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 fmancial information included in this report, fairly present in all material
respects the fmancial 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 l3a-15(e) and 15d-15(e)) and internal control over financial reporting (as defmed in Exchange Act Rules
13a-15(f) and 15d-l5(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
fmancial 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

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 infornmtion; 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: November 8, 2012 Is! Victor A. Staffieri
Victor A. Staffieri
Chairman, President and Chief Executive Officer
(Principal Executive Officer)
Louisville Gas and Electric Company
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Exhibit 31(j)

CERTIFICATION

,KENT W. BLAKE, certify that:

) I have reviewed this quarterly report on form lO-Q of Louisville Gas and Electric Company (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 fmancial information included in this report, fairly present in all material
respects the fmancial 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 fmancial reporting (as defmed in Exchange Act Rules
13a-15(f) and 15d-lS(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 fmancial reporting, or caused such internal control over fmancial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of fmancial reporting and the preparation of
fmancial 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 fmancial 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

The registrants 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 fmancial 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: November 8. 2012 Is! Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer and Principal Accounting Officer)
Louisville Gas and Electric Company
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Exhibit 31(k)

CERTIFICATION

I, VICTOR A. STAFFIERI, certify that:

I have reviewed this quarterly report on Form 1O-Q of Kentucky Utilities Company (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 fmancial statements, and other fmancial information included in this report, fairly present in all material
respects the fmancial 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 fmancial reporting (as defmed 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 fmancial reporting, or caused such internal control over fmancial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of fmancial reporting and the preparation of
fmancial 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 fmancial 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 fmancial reporting; and

The registrant’s other certifying officer arid 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 fmancial 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 fmancial reporting.

Date: November 8, 2012 Is! Victor A. Staffieri
Victor A. Staffiei-i
Chairman, President and Chief Executive Officer
(Principal Executive Officer)
Kentucky Utilities Company
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Exhibit 31(1)

CERTIFICATION

I, KENT W. BLAKE, certify that:

I have reviewed this quarterly report on Form lO-Q of Kentucky Utilities Company (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 fmancial 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 fmancial 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
fmancial 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

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: November 8, 2012 Is! Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer and Principal Accounting Officer)
Kentucky Utilities Company
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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 FORM I0-Q FOR THE QUARTER ENDED SEPTEMBER 30, 2012

In connection with the quarterly report on Form l0-Q of PPL Corporation (the “Company) for the quarter ended September 30, 2012,

-as filed with the Securities and Exchange Commission on the date hereof (the “Covered Report”), we, William H. Spence, the Principal

Executive Officer of the Company, and Paul A. Farr, 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:

• 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

• The information contained in the Covered Report fairly presents, in all material respects, the fmancial condition and

results of operations of the Company.

Date: November 8, 2012 1sf William H. Spence
William H. Spence
Chairman, President and Chief Executive Officer
(Principal Executive Officer)
PPL Corporation

Is! Paul A. Farr
Paul A. Farr
Executive Vice President and Chief Financial Officer
(Principal Financial 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 3 2(b)

CERTIFICATE PURSUANT TO 1$ U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

FOR PPL ENERGY SUPPLY, LLC’S FORM 10-Q FOR THE QUARTER ENDED SEPTEMBER 30, 2012

In connection with the quarterly report on Form 10-Q of PPL Energy Supply. LLC (the “Company”) for the quarter ended

september 30, 2012, as filed with the Securities and Exchange Commission on the date hereof (the “Covered Report”), we, David G.

DeCampli, the Principal Executive Officer of the Company, and Paul A. Farr, 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:

• 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

• The information contained in the Covered Report fairly presents, in all material respects, the fmancial condition and

results of operations of the Company.

Date: November 8, 2012 Is! David G. DeCampli
David G. DeCampli
President
(Principal Executive Officer)
PPL Energy Supply, LLC

Is! Paul A. Farr
Paul A. Farr
Executive Vice President
(Principal Financial Officer)
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 3 2(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 ELECTRIC UTILITIES CORPORATION’S FORM 10-Q FOR THE QUARTER ENDED SEPTEMBER 30, 2012

In connection with the quarterly report on Form 10-Q of PPL Electric Utilities Corporation (the “Company”) for the quarter ended
.iptember 30, 2012, as filed with the Securities and Exchange Commission on the date hereof (the “Covered Report”), we, Gregory N. Dudkin,
the Principal Executive Officer of the Company, and Vincent Sorgi, the Principal Financial and Accounting 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:

• 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

• The information contained in the Covered Report fairly presents, in all material respects, the fmancial condition and
results of operations of the Company.

Date: November 8, 2012 Is! Gregory N. Dudkin
Gregory N. Dudkin
President
(Principal Executive Officer)
PPL Electric Utilities Corporation

Is! Vincent Sorgi
Vincent Sorgi
Vice President and Chief Accounting Officer
(Principal Financial and Accounting Officer)
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(d)
CERTIFICATE PURSUANT TO 1$ U.S.C. SECTION 1350

AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR LG&E AND KU ENERGY LLC’S FORM 10-Q FOR THE QUARTER ENDED SEPTEMBER 30, 2012

In coimection with the quarterly report on Form 10-Q of LG&E and KU Energy LLC (the “Company”) for the quarter ended
.,eptember 30, 2012, as filed with the Securities and Exchange Commission on the date hereof (the “Covered Report”), we, Victor A. Staffieri,
the Principal Executive Officer of the Company, and Kent W. Blake, 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:

• 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

• The information contained in the Covered Report fairly presents, in all material respects, the fmancial condition and
results of operations of the Company.

Date: November 8, 2012 Is! Victor A. Staffieri
Victor A. Staffieri
Chairman, President and Chief Executive Officer
(Principal Executive Officer)
LG&E and KU Energy LLC

Is! Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer and Principal Accounting Officer)
LG&E and KU Energy 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 3 2(e)
CERTIFICATE PURSUANT TO 1$ U.S.C. SECTION 1350

AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT Of 2002
FOR LOUISVILLE GAS AND ELECTRIC COMPANY’S FORM I0-Q FOR THE QUARTER ENDED SEPTEMBER 30, 2012

In connection with the quarterly report on form 10-Q of Louisville Gas and Electric Company (the ‘Company’) for the quarter ended
aptember 30, 2012, as filed with the Securities and Exchange Commission on the date hereof (the “Covered Report”), we, Victor A. Staffieri,
the Principal Executive Officer of the Company, and Kent W. Blake, 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 certi’ that:

• 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

• The information contained in the Covered Report fairly presents, in all material respects, the fmancial condition and
results of operations of the Company.

Date: November 8, 2012 Is! Victor A. Staffieri
Victor A. Staffieri
Chairman, President and Chief Executive Officer
(Principal Executive Officer)
Louisville Gas and Electric Company

Is! Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer and Principal Accounting Officer)
Louisville Gas and Electric Company

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(f)

CERTIFICATE PURSUANT TO 1$ U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

FOR KENTUCKY UTILITIES COMPANYS FORM 10-Q FOR THE QUARTER ENDED SEPTEMBER 30, 2012

In connection with the quarterly report on Form 10-Q of Kentucky Utilities Company (the “Company”) for the quarter ended

eptember 30, 2012, as filed with the Securities and Exchange Commission on the date hereof (the “Covered Report”), we, Victor A. Staffieri,

the Principal Executive Officer of the Company, and Kent W. Blake, the Principal Financial Officer of the Company, pursuant to 1$ U.S.C.

Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, hereby certify that:

• 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

• The information contained in the Covered Report fairly presents, in all material respects, the financial condition and

results of operations of the Company.

Date: November 8, 2012 Is/ Victor A. Staffieri

Victor A. Staffieri
Chairman, President and Chief Executive Officer
(Principal Executive Officer)
Kentucky Utilities Company

Is! Kent W. B]ake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer and Principal Accounting Officer)
Kentucky Utilities Company

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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SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

M*TUAL REPORT PURSUAJ’IT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934 for the fiscal year
ended December 31, 2012

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
Mlentown,PA 18101-1179
(610) 774-5151

1-32944 PPL Energy Snpply, LLC 23-3074920
(Exact name of Registrant as specified 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

C
(610)774-5151

3-173665 LG&E and KU Energy LLC 20-0523 163
(Exact name of Registrant as specified in its charter)
(Kentucky)
220 West Main Street
Louisville, Kentucky 40202-1377
(502) 627-2000

1-2893 Louisville Gas and Electric Company 61-0264150
(Exact name of Registrant as specified in its charter)
(Kentucky)
220 West Main Street
Louisville, Kentucky 40202-1377
(502) 627-2000

1-3464 Kentucky Utilities Company 61-0247570
(Exact name of Registrant as specified in its charter)
(Kentucky and Virginia)
One Quality Street
Lexington, Kentucky 40507-1462
(502) 627-2000



Securities registered pursuant to Section 12(b) of the Act:

of each class Name of each exchange on which registered

Common Stock of PPL Corporation New York Stock Exchange

Corporate Units issued 2011 of PPL Corporation New York Stock Exchange
Corporate Units issued 2010 of PPL Corporation New York Stock Exchange

Junior Subordinated Notes of PPL Capital Funding, Inc.
2007 Series A due 2067 New York Stock Exchange

Securities registered pursuant to Section 12(g) of the Act:

Common Stock of PPL Electric Utilities Corporation
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fndicate 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
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subject to such filing requirements for the past 90 days.

PPL Corporation Yes - No
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PPL Corporation Yes No
PPL Energy Supply, LLC Yes X No
PPL Electric Utilities Corporation Yes .. No
LG&E and KU Energy LLC Yes No —

Louisville Gas and Electric Company Yes ... No —

Kentucky Utilities Company Yes . No

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be contained,
to the best of registrants’ knowledge, in definitive proxy or information statements incorporated by reference in Part III of this form 10-K or any
amendment to this form 10-K.

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 [X]
Kentucky Utilities Company [X





Indicate by check mark whether the registrants are large accelerated filers, accelerated filers, non-accelerated filers, or a smaller reporting
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As of June 29, 2012, PPL Corporation had 580,212,689 shares of its $.01 par value Common Stock outstanding. The aggregate market value of
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As of January 31, 2013, PPL Corporation held all 66,368,056 outstanding common shares, no par value, of PPL Electric Utilities Corporation.
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GLOSSARY Of TERMS AND ABBREVIATIONS

PPL Corporation and its current and former subsidiaries

entrat 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.

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.

LKS - 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. The subsidiary was acquired by PPL through the acquisition of LKE in November 2010.

PPL - PPL Corporation, the parent holding company of PPL Electric, PPL Energy Funding, LKE and other subsidiaries.

PPL Brunner Island - PPL Bnnmer Island, LLC, a subsidiary of PPL Generation that owns generating operations in Pennsylvania.

PPL Capital funding - PPL Capital Funding, Inc., a wholly owned fmancing subsidiary of PPL that provides fmancing for the operations of PPL
and certain subsidiaries. Debt issued by PPL Capital Funding is guaranteed as to payment by 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.

IPL 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 EnergyPtus - 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 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 WPD a business in the U.K., 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 Hottwood - PPL Holtwood, LLC, a subsidiary of PPL Generation that owns hydroelectric generating operations in Pennsylvania.

PPL Ironwood - PPL Ironwood LLC, an indirect subsidiary of PPL Generation that owns generating operations in Pennsylvania.



FF1 Martins Creek - PPL Martins Creek, LLC, a subsidiaiy of PPL Generation that owns generating operations in Pennsylvania.

FF1 Montana - PPL Montana, LLC, an indirect subsidiary of PPL Generation that generates electricity for wholesale sales in Montana and the
Northwest.

PFL Montour - PPL Montour, LLC, a subsidiary of PPL Generation that owns generating operations in Pennsylvania.

FPL Services - PPL Services Corporation, a subsidiary of PPL that provides services for PPL and its subsidiaries.

FF1 Susquehanna - PPL Susquehanna, LLC, the nuclear generating subsidiary of PPL Generation.

FF1 WEM - PPL WEM Holdings plc (formerly WPD Investment Holdings Limited), an indirect U.K. subsidiary of PPL Global. PPL WEM
indirectly owns both WPD (East Midlands) and WPD (West Midlands).

FF1 WW- PPL WW Holdings Limited (formerly Western Power Distribution Holdings Limited), an indirect U.K. subsidiary of PPL
Global. PPL WW Holdings indirectly owns WPD (South Wales) and WPD (South West).

WFD - 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.

WFD Midlands - refers to Central Networks, which was renamed after the acquisition.

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

WFD (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 plants in western Kentucky until July
“009. The subsidiary was acquired by PPL through the acquisition of LICE in November 2010.

Other terms and abbreviations

£ - British pound sterling.

1945 first Mortgage Boitd - PPL Electric’s Mortgage and Deed of Trust, dated as of October 1, 1945, to Deutsche Bank Trust Company
Americas, as trustee, as supplemented.

2001 Mortgage Indenture - PPL Electric’s Indenture, dated as of August 1, 2001, to The Bank of New York Mellon (as successor to WMorgan
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 fmancing was not available prior
to the closing of PPL’s acquisition of E.ON U.S. LLC.

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 $1,000 principal amount of PPL Capital Funding 4.625% Junior Subordinated Notes due 201$.

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.
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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.
1 thereto dated April 15, 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.

401(h) account - A sub-account established within a qualified pension trust to provide for the payment of retiree medical costs.

Act 11 - Act 11 of 2012 that became effective on April 16, 2012. The Pennsylvania legislation authorizes the PUC to approve two specific
ratemaking mechanisms: the use of a fully projected future test year in base rate proceedings and, subject to certain conditions, a DSIC.

Act 129- Act 129 of 200$ that became effective in October 200$. 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 AEPS.

AEPS - Alternative Energy Portfolio Standard.

AFUDC - Allowance for funds Used During Construction, the cost of equity and debt funds used to fmance construction projects of regulated
businesses, which is capitalized as part of construction costs.

AOCI - accumulated other comprehensive income or loss.

ARO - asset retirement obligation.

Basetoad 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.

billion cubic feet.

Black Lung Trust - a trust account maintained under federal and state Black Lung legislation for the payment of claims related to disability or
death due to pneumoconiosis.

Bluegrass CTs - three natural gas combustion turbines owned by Bluegrass Generation. Tn 2011, LG&E and KU entered into an asset purchase
agreement with Bluegrass Generation for the purchase of these combustion turbines, subject to certain conditions including receipt of applicable
regulatory approvals and clearances. In June 2012, LG&E and KU terminated the asset purchase agreement.

Bluegrass Generation - Bluegrass Generation Company, L.L.C., an exempt wholesale electricity generator in LaGrange, Kentucky.

BREC - Big Rivers Electric Corporation, a power-generating rural electric cooperative in western Kentucky.

Cane Run Unit 7- a combined cycle natural gas unit under construction in Kentucky, jointly owned by LG&E and KU, which is expected to
provide additional electric generating capacity of 141 MW and 499 MW to LG&E and KU by 2015.

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.
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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. Authority granted by the KPSC pursuant to Kentucky Revised Statute 278.020 to
ovide utility service to or for the public or the construction of certain plant, equipment, property or facility for furnishing of utility service to the

,(iblic.

CSAPR - Cross-State Air Pollution 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.

DDCP - Directors Deferred Compensation Plan.

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

DNO - Distribution Network Operator.

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.

DPCR4 - Distribution Price Control Review 4, the U.K. 5-year rate review period applicable to WPD that commenced April 1, 2005.

DPCR5 - Distribution Price Control Review 5, the U.K. 5-year rate review period applicable to WPD that commenced April 1, 2010.

DRIP - Dividend Reinvestment and Direct Stock Purchase Plan.

DSIC - a distribution system improvement charge authorized under Act 11, which is an alternative ratemaking mechanism providing more-timely
cost recovery of qualif’ing distribution system capital expenditures.

DSM - Demand Side Management. Pursuant to Kentucky Revised Statute 278.285, the KPSC may determine the reasonableness of DSM plans‘ Noposed by any utility under its jurisdiction. Proposed DSM mechanisms may seek full recovery’ of DSM programs and revenues lost by
3plementing those programs andloi’ incentives designed to provide fmancial 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.

DUoS - Distribution Use of System. This forms the majority of WPD’s revenues and is the charge to electricity suppliers who are WPD’s
customers and use WPD’s network to distribute electricity.

EBPB - Employee Benefit Plan Board. The administrator of PPLs U.S. qualffied retirement plans, which is charged with the fiduciary
responsibility to oversee and manage those plans and the investments associated with those plans.

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

ECR - Enviromnental 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 enviromnental
requirements which apply to coal combustion and by-products from the production of energy from coal.

EEl - Electric Energy, inc., owns and operates a coal-fired plant and a natural gas facility in southern Illinois. KU’s 20% ownership interest in
EEl is accounted for as an equity method investment.

E.ONAG - a German corporation and the parent of E.ON UK plc, the former parent of Central Networks, and the indirect parent of E.ON US
investments Corp., the former parent of LKE.

EPA - Environmental Protection Agency, a U.S. government agency.
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EPS - earnings per share.

Equity Units - refers collectively to the 2011 and 2010 Equity Units.

iSO? - Employee Stock Ownership Plan.

Euro - the basic monetaiy unit among participating members of the European Union.

EWG - exempt wholesale generator.

F. W. Brown - a generating station in Kentuclçv with capacity of 1,594 MW.

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(s) - fmancial transmission right, which is a fmancial instrument established to manage price risk related to electricity transmission
congestion that entitles the holder to receive compensation or requires 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.

GB? - British pound sterling.

GHG - greenhouse gas(es).

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

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

HMRC - Her Majesty’s Revenue & Customs. The tax authority in the U.K., formerly known as Inland Revenue.

IBEW- International Brotherhood of Electrical Workers.

ICP - Incentive Compensation Plan.

ICPKF - Incentive Compensation Plan for Key Employees.

Interniediate andpeaking generation - includes the output provided by PPUs oil- and natural gas-fired units.

IronwoodAcquisitioii - In April 2012, PPL Ironwood Holdings, LLC, an indirect, wholly owned subsidiary of PPL Energy Supply, completed
the acquisition from a subsidiary of The AES Corporation of all of the equity interests of AES konwood, L.L.C. (subsequently renamed PPL
Ironwood, LLC) and AES Prescott, L.L.C. (subsequently renamed PPL Prescott, LLC), which own and operate, respectively, the Ironwood
Facility.

Ironwooct Facillt)’ - a natural gas-fired power plant in Lebanon, Pennsylvania with a summer rating of 665 MW.

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.
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KU 2010 Mortgage Indenture - KU’s Indenture dated as of October 1, 2010, to The Bank of New York Mellon, as trustee, as supplemented.

3cVA - kilovolt ampere.

.JJ’7z - kilowatt-hour, basic unit of electrical energy.

LCIDA - Lehigh County Industrial Development Authority.

LG&E 2010 Mortgage Indenture - LG&E’s Indenture, dated as of October 1, 2010, to The Bank of New York Mellon, as trustee, as
supplemented.

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.

L TJIP - Long Term Infrastructure Improvement Plan.

MATS - Mercury and Aft Toxics Standards.

MDEQ - Montana Department of Environmental Quality.

MEIC - Montana Environmental Trifonnation Center.

MMBtu - One million British Thermal Units.

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.

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

t ‘‘W- megawatt, one thousand kilowatts.

MWIt - megawatt-hour, one thousand kilowatt-hours.

NDT- PPL Susquehannas nuclear plant decommissioning trust.

NERC - North American Electric Reliability Corporation.

North Western - 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. Derivatives that qualify for this exception
receive accrual accounting treatment.

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.

- other comprehensive income or loss.

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

VEC - Ohio Valley Electric Corporation, located in Piketon, Ohio, an entity in which LKE indirectly owns an 8.13% interest (consists of
G&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 plant in Ohio and the Clifly Creek plant in Indiana, with combined nameplate capacities of 2,390 MW.

FADE? - the Pennsylvania Department of Environmental Protection, a state government agency.

PEDFA - Pennsylvania Economic Development Financing Authority.

PJM - PJM 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 area who have
not chosen to select an alternative electricity supplier under the Customer Choice Act.

PP&E - property, plant and equipment.

Predecessor - refers to the LKE, LG&E and KU pre-acquisition activity covering the time period prior to November 1, 2010.

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

PUC final Order - fmal order issued by the PUC on August 27, 1998, approving the settlement of PPL Electric’s restructuring proceeding.

PUHCA - Public Utility Holding Company Act of 1935, repealed effective February 2006 by the Energy Policy Act of 2005 and replaced with the
Public Utility Holding Company Act of 2005.

Pztrchase Contract(s) - refers collectively to the 2010 and 2011 Purchase Contracts.

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

FUR TA - The Pennsylvania Public Utility Realty Tax Act.

RA V - 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 PJIvI 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.

Registrants - PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU, collectively.

Regzilatioii $-X - SEC regulation governing the form and content of and requirements for fmancial statements required to be filed pursuant to the
federal securities laws.

RFC - Reliability first Corporation, one of eight regional entities with delegated authority from NERC that work to safeguard the reliability of the
bulk power systems throughout North America.

RFP - Request for Proposal.

RMC - Risk Management Committee.

vii



RTO - Regional Transmission Organization.

S&P - Standard & Poor’s Ratings Services, a credit rating agency.

arbanes-Oxtey - Sarbanes-Oxley Act of 2002, which sets requirements for managements assessment of internal controls for fmancial
reporting. It also requires an independent auditor to make its own assessment.

5CR - 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 (primarily sulfur dioxide) from exhaust gases.

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

Securities Act of1933 - the Securities Act of 1933, 15 U.S. Code, Sections 77a-77aa, as amended.

SERC - SERC Reliability Corporation, one of eight regional entities with delegated authority from NERC that work to safeguard the reliability of
the bulk power systems throughout North America.

SIFMA Index - the Securities Industry and Financial Markets Association Municipal Swap Index.

SIP - PPL Corporation’s 2012 Stock Incentive Plan.

Smart meter - an electric meter that utilizes smart metering technology.

Smart nwtering 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 has the potential to strengthen network reliability.

SMGT - Southern Montana Electric Generation & Transmission Cooperative, Inc., a Montana cooperative and purchaser of electricity under a
long-term supply contract with PPL EnergyPlus that was terminated effective April 1, 2012.

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

4ark Spread - a measure of gross margin representing the price of power on a per MWh basis less the equivalent measure of the natural gas cost
to produce that power. This measure is used to describe the gross margin of PPL and its subsidiaries’ merchant natural gas-fired generating
fleet. This term is also used to describe a derivative contract in which PPL and its subsidiaries sell power and buy natural gas on a forward basis
in the same contract.

Successor - refers to the IKE, LG&E and KU post-acquisition activity covering the time period afler October 31, 2010.

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 net summer capacity of 732 MW. LICE indirectly owns a 75% interest
(consists of LG&E’s 14.25% and KU’s 60.75% interests) in TC2, or 549 MW of the capacity.

Totting 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.

Total shareowner return - change in market value of a share of the Company’s common stock plus the value of all dividends paid on a share of
the common stock during the applicable performance period, divided by the price of the common stock as of the beginning of the performance
period.

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

Utilization factor - a measure reflecting the percentage of electricity actually generated by a plant compared with the electricity such plant could
produce at full capacity when available.
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VaR - value-at-risk, a statistical model that attempts to estimate the value of potential loss over a given holding period under nonnal market
conditions at a given confidence level.

- Voluntary Employee Benefit Association Trust, accounts for health and welfare plans for future benefit payments for employees, retirees
ir their beneficiaries.

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 Annual Report concerning expectations, beliefs, plans, objectives, goals, strategies, future events or performance and
!““derlying assumptions and other statements which are other than statements of historical fact are forward-looking statements” within the

Jeaning of the federal securities laws. Although the Registrants 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” and in “Item 7. Management’s Discussion and Analysis of financial Condition and Results of Operations” in
this Annual Report, the following are among the important factors that could cause actual results to differ materially from the forward-looking
statements.

• 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 duration of and cost, including lost revenue, associated with scheduled and unscheduled outages at our generating facilities;
• transmission and distribution system conditions and operating costs;
• expansion of alternative sources of electricity generation;
• 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 the Registrants and their subsidiaries;
• potential effects of threatened or actual terrorism, war or other hostilities, cyber-based intrusions or natural disasters;
• the commitments and liabilities of the Registrants and theft subsidiaries;
• volatility in market demand and prices for energy, capacity, transmission services, emission allowances and RECs;
• 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;
stock price performance of PPL;
volatility in the fair value of debt and equity securities and its impact on the value of assets in the NOT funds and in defmed benefit plans, and
the potential cash flmding requirements if fair value declines;

• 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;
• new accounting requirements or new interpretations or applications of existing requirements;
• changes in securities and credit ratings;
• changes in foreign currency exchange rates for British pound sterling;
• 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 Fulwshima, Japan, including

additional NRC requirements;
• changes in political, regulatory or economic conditions in states, regions or countries where the Registrants or their subsidiaries conduct

business;
• receipt of necessary governmental permits, approvals and rate relief;
• new state, federal or foreign legislation or regulatory developments;
• the outcome of any rate cases or other cost recovery filings by PPL Electric at the PUC or the FERC, by LG&E at the KPSC or the FERC; by

KU at the KPSC, VSCC, IRA or the FERC, or by WPD at Ofgem in the U.K.;
• the impact of any state, federal or foreign investigations applicable to the Registrants and their subsidiaries and the energy industry;
• the effect of any business or industry restructuring;
• development of new projects, markets and technologies;
• performance of new ventures; and
• business dispositions or acquisitions and our ability to successfully operate 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 the
Registrants on file with the SEC.

factors that could cause actual results to differ materially from those described in forward-looking statements emerge from time to time, and
ris not possible for the Registrants 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 the Registrants undertake no obligation to update the information contained in such statement to reflect subsequent
developments or information.
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PART I

iTEM 1. BUSINESS

2ACKGROUI1D

PFL Corporation , headquartered in Allentown, Pennsylvania, is an energy and utility holding company that was incorporated in 1994. Through
subsidiaries, PPL generates electricity from power plants in the northeastern, northwestern and southeastern U.S.; markets wholesale or retail
energy primarily in the 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 to customers in Kentucky.

PPL’s overall strategy is to achieve stable, long-term growth in its regulated electricity delivery businesses through efficient operations and strong
customer and regulatory relations, and disciplined optimization of energy supply margins in its energy supply business while mitigating volatility
in both cash flows and earnings.

In pursuing this strategy, in 2011 and 2010, PPL completed two significant acquisitions that have reduced PPL’s overall business risk profile and
reapportioned the mix of PPL’s regulated and competitive businesses by increasing the regulated portion of its business:

• On April 1, 2011, PPL, through an indirect, wholly owned subsidiary, PPL WEM, completed its acquisition of all 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. WPD Midlands operates two regulated distribution networks that serve five million end-users
in the Midlands area of England.

• On November 1, 2010, PPL acquired all of the limited liability company interests of E.ON U.S. LLC from a wholly owned subsidiary of
E.ON AG. Upon completion of the acquisition, E.ON U.S. LLC was renamed LG&E and KU Energy LLC (LKE). LIKE is engaged in
regulated utility operations through its subsidiaries, LG&E and KU.

See Note 10 to the Financial Statements for additional information on both acquisitions.

Each rate-regulated business plans to make material capital investments over the next several years to improve infrastructure and customer
reliability. See “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations - Financial Condition -

I\jquidity
and Capital Resources” for information on each Registrant’s capital expenditure projections.

A key objective of PPL’s business strategy is to maintain a strong credit profile. PPL’s recent growth in rate-regulated businesses has provided the
organization with an enhanced corporate level fmancing alternative, through PPL Capital Funding, that fruiher enables PPL to support targeted
credit profiles cost effectively across all of PPL’s rated companies. As a result, PPL plans to further utilize PPL Capital Funding in addition to
continued direct financing by the operating companies, as appropriate.

At December 31, 2012, PPL had:

• $12.3 billion in operating revenues for the year (56% from regulated businesses),
• 10.5 million end-users of its utility services,
• approximately 19,000 MW of generation (44% within regulated businesses), and
• approximately 18,000 frill-time employees.

PPL’s principal subsidiaries at December 31, 2012 are shown below (* denotes an SEC registrant).
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LG&E and KU Energy LLC, headquartered in Louisville, Kentucky, is a holding company with regulated utility operations through subsidiaries,
LG&E and KU, and is a subsidiary of PPL. LIKE, formed in 2003, is the successor to a Kentucky entity incorporated in 1989.

Louisville Gas and Electric Company, headquartered in Louisville, Kentucky, is a regulated utility engaged in the generation, transmission,
distribution and sale of electricity and the distribution and sale of natural gas in Kentucky. LG&E was incorporated in Kentucky in 1913. At
December 31, 2012, LG&E owned 3,354 MW of electric power generation capacity and is implementing capital projects at an existing generation
facility to provide 141 MW of additional generating capacity by the end of 2015. LG&E also anticipates retiring 563 MW of coal-fired generating
capacity by the end of 2015 to meet certain environmental regulations. LG&E and KU jointly dispatch their generation units with the lowest cost

neration used to serve their retail native load.

Kentucky Utilities Company, headquartered in Lexington, Kentucky, is a regulated utility engaged in the generation, transmission, distribution and
sale of electricity in Kentucky, Virginia and Tennessee. KU was incorporated in Kentucky in 1912 and Virginia in 1991. KU serves its Virginia
customers under the Old Dominion Power name while its Kentucky and Tennessee customers are served under the KU name. At December 31,
2012, KU owned 4,833 MW of electric power generation capacity and is implementing capital projects at an existing generation facility owned by
LG&E to provide 499 MW of additional generating capacity by the end of 2015. KU retired the remaining 71 MW unit at the Tyrone plant in
February 2013. KU also anticipates retiring 163 MW of coal-fired generating capacity by the end of 2015 to meet certain environmental
regulations. KU and LG&E jointly dispatch their generation units with the lowest cost generation used to serve their retail native load.

FPL Electric Utilities Corporation , headquartered in Allentown, Pennsylvania, is a direct subsidiary of PPL incorporated in Pennsylvania in 1920
and a regulated public utility. PPL Electric delivers electricity in its Pennsylvania service territory and provides electricity supply to retail
customers in that territory as a PLR under the Customer Choice Act.

PPL Generation
• Engages in the

competitive generation
of electricity,
primarily in
Pennsylvania and
Montana

In addition to PPL Corporation, the other SEC registrants included in this filing are:
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PPL Energy Supply, LLC , headquartered in Allentown, Pennsylvania, is an indirect subsidiary of PPL formed in 2000 and is an energy company
engaged through its subsidiaries in the generation and marketing of electricity, primarily in the northeastern and northwestern power markets of
the U.S. PPL Energy Supply’s major operating subsidiaries are PPL EnergyPlus and PPL Generation. Tn January 2011, PPL Energy Supply

7””stributed its entire membership interest in PPL Global to its parent, PPL Energy Funding (the parent holding company of PPL Energy Supply
nd PPL Global with no other material operations), to better align PPL’s organizational structure with the manner in which it manages these

businesses and reports segment information in its consolidated fmancial statements. The distribution separated the U.S.-based competitive energy
marketing and supply business from the U.K.-based regulated electricity distribution business. See Note 9 to the Financial Statements for
additional information. The 2010 operating results of PPL Global, which represented the U.K. Regulated segment (formerly International
Regulated), are classified as discontinued operations. At December 31, 2012, PPL Energy Supply owned or controlled 10,591 MW of electric
power generation capacity and is implementing capital projects at certain of its existing generation facilities in Pennsylvania and Montana to
provide 153 MW of additional generating capacity by the end of 2013.

PPL’s utility subsidiaries, and to a lesser extent, certain competitive supply subsidiaries, are subject to extensive regulation by the FERC related to
wholesale power sales and related transactions, electricity transmission service, accounting practices, issuances and sales of securities, acquisitions
and sales of utility properties and payments of dividends. PPL and LKE are subject to certain FERC regulations as holding companies under
PUIICA and the Federal Power Act, including with respect to accounting and record-keeping, inter-system sales of non-power goods and services
and acquisitions of securities in, or mergers with, certain types of electric utility companies.

Successor and Predecessor Financial Presentation (LKE, LG&E and KU)

LKE’s, LG&E’s and KU’s Financial Statements and related fmancial and operating data include the periods before and after PPL’s acquisition of
LKE on November 1, 2010 and have been segregated to present pre-acquisition activity as the Predecessor and post-acquisition activity as the
Successor. Certain accounting and presentation methods were changed to acceptable alternatives to conform to PPL’s accounting policies, and the
cost bases of certain assets and liabilities were changed as of November 1, 2010 as a result of the application of push-down
accounting. Consequently, the fmancial position, results of operations and cash flows for the Successor periods are not comparable to the
Predecessor periods; however, the core operations of LKE, LG&E and KU have not changed as a result of the acquisition.

Segment Information

(FPL)

PPL is organized into four reportable segments: Kentucky Regulated, U.K. Regulated (name changed in 2012 from International Regulated),

(fnnsylvania

Regulated and Supply. There were no changes to reportable segments in 2012 other than the name change noted above.

comparison of PPL’s three regulated segments is shown below:

KY Regulated (a) U.K Regulated (b) PA Regulated (c)

For the year ended December 31, 2012:
Operating Revenues (in billions) $2.8 $2.3 $1.8
Net Incotne Attributable to PPL Shareowners (in millions) $177 $803 $132
Electric energy delivered (GWb) 30,908 77,467 36,023

At December 31,2012:
Regulatory Asset Base (in billions) (U) $6.7 $8.6 $3.5
Service area (in square miles) 9,400 21,400 10,000
End-users (in millions) 1.3 7.8 1.4

(a) Business activities include the generation, transmission, distribution and sale of electricity and the distribution and sale of natural gas.
(b) Business activities include the distribution of electhcily.
(c) Business activities include the transmission and distribution of electricity.
(d) Represents RAV for U.K. Regulated, capitalization for KY Regulated and rate base for PA Regulated.
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(PPL Energy Supply)

PL Energy Supply has operated in a single reportable segment since 2011. Prior to 2011, PPL Energy Supply’s segments consisted of Supply
d U.K. Regulated (formerly International Regulated). In January 2011, PPL Energy Supply distributed its 100% membership interest in PPL

s obal 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 fmancial statements. The distribution separated the U.S.-based competitive energy marketing and
supply business from the U.K.-based regulated electricity distribution business. The 2010 operating results of PPL Global, which represented the
U.K. Regulated segment, are classified as discontinued operations for PPL Energy Supply.

(PPL Electric, LKE, LG&E and KU)

PPL Electric, LKE, LG&E and KU each operate within a single reportable segment.

(PPL)

See Note 2 to the Financial Statements for fmancial information about the segments.

Kentucky Regulated Segment (PPL)

Consists ofthe operations ofLKE, which owns and operates regulated public utilities engaged in the generation, transmission, distribution
and sale ofelectricity and the distribution and sale ofnatural gas, representing primarily the activities ofLG&E and KU. The Kentucky
Regulated segment also includes interest expense related to the 2010 Equity Units that were issued to partial/vfinance the acquisition of
LKE.

(PPL, LKE, LG&E and KU)

LKE became a wholly owned subsidiary of PPL on November 1, 2010. LG&E and KU are engaged in the regulated generation, transmission,
distribution and sale of electricity in Kentucky and, in KU’s case, Virginia and Tennessee. LG&E also engages in the distribution and sale of
natural gas in Kentucky. LG&E provides electric service to approximately 393,000 customers in Louisville and adjacent areas in Kentucky,
covering approximately 700 square miles in 9 counties. LG&E provides natural gas service to approximately 318,000 customers in its electric
service area and 7 additional counties in Kentucky. KU provides electric service to approximately 510,000 customers in 77 counties in central,
southeastern and western Kentucky; approximately 29,000 customers in 5 counties in southwestern Vfrgmi , and fewer than 10 customers in( nnessee, covering approximately 4,800 non-contiguous square miles. KU also sells wholesale electricity to 12 municipalities in Kentucky
,hder load following contracts. In Virginia, KU operates under the name Old Dominion Power Company.

Acquisition by PPL

In September 2010, the KPSC approved a settlement agreement among PPL and all of the intervening parties to PPL’s joint application to the
KPSC for approval of its acquisition of ownership and control of LKE. In the settlement agreement, the parties agreed that LG&E and KU would
commit that no base rate increases would take effect before January 1, 2013. Under the terms of the settlement, LG&E and KU retained the right
to seek approval for the deferral of “extraordinary and uncontrollable costs.” Interim rate adjustments continued to be permissible during that
period through existing fuel, enviromnental and demand side management recovery mechanisms. In October 2010, both the VSCC and the TRA
approved the transfer of control of LKE to PPL. The orders and the settlement agreement approved by the KPSC contained certain other
commitments by LG&E and KU with regard to operations, workforce, community involvement and other matters.

Also in October 2010, the FERC approved the application for the transfer of control of the utilities. The approval included various conditional
commitments, such as a continuation of certain existing undertakings with intervenors in prior cases, an agreement not to terminate certain KU
municipal customer contracts prior to January 2017, an exclusion of any transaction-related costs from wholesale energy and tariff customer rates
to the extent that LG&E and KU have agreed not to seek recovery of the same transaction-related costs from retail customers and agreements to
coordinate with intervenors in certain pending matters.

See Note 10 to the Financial Statements for additional information on regulatory matters related to the acquisition.
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Franchises and Licenses

LG&E and KU provide electricity delivery service, and LG&E provides natural gas distribution service, in their respective service territories
suant to certain franchises, licenses, statutory service areas, easements and other rights or permissions granted by state legislatures, cities or

Junicipalities or other entities.

Competition

There are currently no other electric public utilities operating within the electric service areas of LKE. from time to time, bills are introduced into
the Kentucky General Assembly which seek to authorize, promote or mandate increased distributed generation, customer choice or other
developments. Neither the Kentucky General Assembly nor the KPSC has adopted or approved a plan or timetable for retail electric industry
competition in Kentucky. The nature or timing of any legislative or regulatory actions regarding industry restructuring and their impact on LKE,
which may be significant, cannot currently be predicted. Virginia, formerly a deregulated jurisdiction, has enacted legislation that implemented a
hybrid model of cost-based regulation. KU’s operations in Virginia have been and remain regulated.

Alternative energy sources such as electricity, oil, propane and other fuels provide indirect competition for natural gas revenues of
LKE. Marketers may also compete to sell natural gas to certain large end-users. LG&E’s naturaL gas tariffs include gas price pass-through
mechanisms relating to its sale of natural gas as a commodity; therefore, customer natural gas purchases from alternative suppliers do not
generally impact profitability. However, some large industrial and commercial customers may physically bypass LG&E’s facilities and seek
delivery service directly from interstate pipelines or other natural gas distribution systems.

Operating Revenues

Details of operating revenues by customer class are shown below.

Successor Predecessor

Year Ended Year Ended Two Months Ended Ten Months Ended
December 31, 2012 December 31, 2011 December 31, 2010 October 31, 2010

%of %of %of %of
Revenue Revenue Revenue Revenue Revenue Revenue Revenue Revenue

LKE(a)
Commercial $ 723 26 $ 719 26 $ 123 25 $ 573 26
Industrial 551 20 533 19 86 17 424 19

t
esidentia1 1,071 39 1,087 39 219 44 886 40
)tail-other 270 10 269 9 43 9 212 10
Aolesale - municipal 102 4 104 4 15 3 88 4

Wholesale - other (b) 42 1 81 3 8 2 31 1

Total $ 2,759 100 $ 2,793 100 $ 494 100 $ 2,214 100

LG&E
Commercial $ 374 28 $ 372 27 5 66 26 $ 287 27
Industrial 170 13 152 11 26 10 122 12
Residential 548 41 561 41 113 44 446 42
Retail-other 131 10 130 10 22 9 98 9

Wholesale-other (b) (c) 101 8 149 11 27 11 104 10

Total S 1,324 100 $ 1,364 100 S 254 100 $ 1,057 100

KU
Commercial 5 349 23 $ 347 22 5 57 22 $ 286 23
Industrial 381 25 381 25 60 23 302 24
Residential 523 34 526 34 106 40 440 35
Retail-other 139 9 139 9 21 8 114 9
Wholesale - municipal 102 7 104 7 15 6 88 7

Wholesale-other(b)(c) 30 2 51 3 4 1 1$ 2

Total S 1.524 100 $ 1,548 100 S 263 100 $ 1.248 100

(a) The LKE Successor infonnation also represents PPL’s Kentucky Regulated segment.
(b) Includes wholesale and transmission revenues.
(c) Includes intercompany power sales and transmission revenues, which are eliminated tipon consolidation at LKE.
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Power Supply

At December 31, 2012, LIKE owned, controlled or had an ownership interest in generating capacity (summer rating) of 8,187 MW, of which 3,354
W related to LG&E and 4,833 MW related to KU, in Kentucky, Indiana, and Ohio. See “Item 2. Properties - Kentucky Regulated Segment” for
complete list of LKE’s generating facilities.

The system capacity of LKE’s owned or controlled generation is based upon a number of factors, including the operating experience and physical
condition of the units, and may be revised periodically to reflect changes in circumstances.

During 2012, LKE’s Kentucky power plants generated the following amounts of electricity.

Thousands of MWh

Fuel Source EKE EG&E KU
Coal (a) 32,820 15,051 17,769
Oil / Gas 1,340 463 877
Hydro 250 212 38

Total (b) 34,410 15,726 18.684

(a) Includes 990 MWh of power generated by and purchased from OVEC for LKE, 685 MWh for LG&E and 305 MWh for KU.
(b) This generation represents a 4% decrease for LKE, a 4% decrease for LG&E and a 3% decrease for KU from 2011 output.

A significant portion of LG&E’s and Kits generated electricity was used to supply its retail and municipal customer base.

LG&E and KU jointly dispatch theft generation units with the lowest cost generation used to serve theft retail native load. When LG&E has
excess generation capacity after serving its own retail native load and its generation cost is lower than that of KU, KU purchases electricity from
LG&E. When KU has excess generation capacity after serving its own retail native load and its generation cost is lower than that of LG&E,
LG&E purchases electricity from KU.

See “Item 2. Properties - Kentucky Regulated Segment” for additional information regarding LG&E’s and KU’s plans for development of Cane
Run Unit 7. KU retired the remaining 71 MW unit at the Tyrone plant in February 2013. LG&E and KU also anticipate retiring 563 MW and 163
MW of coal-fired generating capacity by the end of 2015 to meet certain environmental regulations.

Fuel Supply

,oal is expected to be the predominant fuel used by LG&E and KU for baseload generation for the foreseeable future. However, natural gas will
play a more significant role starting in 2015 when Cane Run Unit 7 is expected to be placed into operation. This unit is expected to be used for
baseload generation. Natural gas and oil will continue to be used for intermediate and peaking capacity and flame stabilization in coal-fired
boilers.

Fuel inventory is maintained at levels estimated to be necessary to avoid operational disruptions at coal-fired generating units. Reliability of coal
deliveries can be affected from time to time by a number of factors including fluctuations in demand, coal mine production issues and other
supplier or transporter operating difficulties. To enhance the reliability of natural gas supply, LG&E and KU have secured long-term pipeline
capacity on the interstate pipeline serving the new combined cycle unit and six simple cycle combustion turbine units.

LG&E and KU have entered into coal supply agreements with various suppliers for coal deliveries through 2017 and nonnally augment their coal
supply agreements with spot market purchases, as needed.

For their existing units, LG&E and KU expect for the foreseeable future to purchase most of their coal from western Kentucky, southern Indiana,
southern Illinois and Ohio. The use of high sulfur coal increased during 2012 due to the installation of scrnbbers and the sulfuric acid mist
mitigation system at KU’s E.W. Brown plant. In 2013 and beyond, LG&E and KU may purchase certain quantities of ultra-low sulfur content
coal from Wyoming for blending at TC2. Coal is delivered to the generating plants by barge, truck and rail.
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(FPL, LKE and LG&E)

Natural Gas Supply

jive underground natural gas storage fields, with a current working natural gas capacity of approximately 15 Bcf, are used in providing natural
gas service to LG&E’s finn sales customers. By using natural gas storage facilities, LG&E avoids the costs typically associated with more
expensive pipeline transportation capacity to serve peak winter heating loads. Natural gas is stored during the summer season for withdrawal
during the following winter heating season. Without this storage capacity, LG&E would be required to purchase additional natural gas and
pipeline transportation services during winter months when customer demand increases and the prices for natural gas supply and transportation
services are typically at their highest. Several suppliers under contracts of varying duration provide competitively priced natural gas. At
December 31, 2012, LG&E had a 12 Bcf inventory balance of natural gas stored underground with a carrying value of $42 million.

LG&E has a portfolio of supply arrangements of varying terms with a number of suppliers designed to meet its firm sales obligations. These
natural gas supply arrangements include pricing provisions that are market-responsive. In tandem with pipeline transportation services, these
natural gas supplies provide the reliability and flexibility necessary to serve LG&E’s natural gas customers.

LG&E purchases natural gas supply transportation services from two pipelines. LG&E has contracts with one pipeline that are subject to
termination by LG&E between 2015 and 2018. Total winter capacity under these contracts is 194,900 rvllvffitu/day and summer capacity is
$8,000 Mlvffitulday. LG&E has a contract with another pipeline that expires in October 2014. Total winter and summer capacity under this
contract is 20,000 Tvllvffitu/day during both seasons.

(PPL, LKE, LG&E and K1Z9

Rates and Regulation

LG&E is subject to the jurisdiction of the KPSC and the FERC, and KU is subject to the jurisdiction of the KPSC, the FERC, the VSCC and the
TRA. LG&E and KU operate under a FERC-approved open access transmission tariff. LG&E and KU contract with the Tennessee Valley
Authority to act as their transmission reliability coordinator. LG&E and KU contracted with Southwest Power Pool, Inc. (SPP), to function as
their independent transmission operator, pursuant to FERC requirements under a contract that expired on August 31, 2012. After receiving FERC
approval, LG&E and KU transferred from SPP to TranServ International, Inc. as their independent transmission operator beginning September 1,
2012.

c4 febmaiy 2013, LG&E and KU submitted a compliance filing to the FERC reflecting their participation with other utilities in the Southeastern
,)egional Transmission Planning relating to certain FERC Order 1000 requirements. FERC Order 1000, issued in July 2011, establishes certain

- ‘procedural and substantive requirements relating to participation, cost allocation and non-incumbent developer aspects of regional and inter-
regional electric transmission plannfrig activities.

LG&E’s and KU’s Kentucky base rates are calculated based on a return on capitalization (common equity, long-term debt and short-term debt)
including certain adjustments to exclude non-regulated investments and costs recovered separately through other rate mechanisms. As such,
LG&E and KU earn a return on the net cash invested in regulatory assets and regulatory liabilities.

KU’s Virginia base rates are calculated based on a return on rate base (net utility plant plus working capital less deferred taxes and miscellaneous
deductions). All regulatory assets and liabilities, except the levelized fuel factor, are excluded from the return on rate base utilized in the
calculation of Virginia base rates; therefore, no return is earned on the related assets.

KU’s rates to municipal customers for wholesale requirements are calculated based on annual updates to a rate formula that utilizes a return on rate
base (net utility plant plus working capital less deferred taxes and miscellaneous deductions). All regulatory assets and liabilities are excluded
from the return on rate base utilized in the development of municipal rates; therefore, no return is earned on the related assets.

See Note 6 to the Financial Statements for additional information on cost recovery mechanisms.
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2012 Kentucky Rate Case

In June 2012, LG&E and KU filed requests with the KPSC for increases in annual base electric rates of approximately $62 million at LG&E and
proximately $82 million at KU and an increase in annual base gas rates of approximately $17 million at LG&E. In November 2012, LG&E and

. along with all of the parties filed a unanimous settlement agreement. Among other things, the settlement provided for increases in annual
base electric rates of $34 million at LG&E and $51 million at KU and an increase in annual base gas rates of $15 million at LG&E. The
settlement agreement also included revised depreciation rates that result in reduced annual electric depreciation expense of approximately $9
million for LG&E and approximately $10 million for KU. The settlement agreement included an authorized return on equity at LG&E and KU of
10.25%. On December 20, 2012, the KPSC issued orders approving the provisions in the settlement agreement. The new rates became effective
on January 1, 2013. lii addition to the increased base rates, the KPSC approved a gas line tracker mechanism for LG&E to provide for recovery of
costs associated with LG&E’s gas main replacement program, gas service lines and risers.

FERC Wholesale Rates

In May 2012, KU submitted to the FERC the annual adjustments to the formula rate which incorporated certain proposed increases. These rates
became effective as of July 1, 2012.

• U.K Regulated Segment (PPL)

Includes WPD, a regulated electricity distribution business in the UK

WPD, through indirect wholly owned subsidiaries, operates four of the 15 regulated distribution networks providing electricity service in the
U.K. With the April 2011 acquisition of WPD Midlands, the number of end-users served has more than doubled totaling 7.8 million across
21,400 square miles in Wales, southwest and central England. See Note 10 to the financial Statements for additional information on the
acquisition.

Details of revenue by category for the years ended December 31 are shown below.

2012 2011 2010
Revenue % of Revenue Revenue % of Revenue Revenue % of Revenue

Utility revenues (a) $ 2,289 98 $ 1,618 98 $ 727 96
Energy-related businesses 47 2 35 2 34 4

-total $ 2.336 700 $ 1,653 100 $ 761 100

) The above years are not comparable as WPD Midlands was acquired in April 2011. 2011 includes eight months of activity as WPD Midlands results are recorded on a one-
month lag.

WPDs energy-related businesses revenues include ancillary activities that support the distribution business, including telecommunications and
real estate. WPD’s telecommunication revenues are from the rental of fiber optic cables primarily attached to WPD’s overhead electricity
distribution network. WPD also provides meter services to businesses across the U.K.

Franchise and Licenses

WPD is authorized by Ofgem to provide electric distribution services within its concession areas and service territories, subject to certain
conditions and obligations. For instance, WPD is subject to Ofgern regulation of the regulated revenue it can earn and the quality of service it
must provide, and WPD can be fmed or have its licenses revoked if it does not meet the mandated standard of service.

Competition

Although WPD operates in non-exclusive concession areas in the U.K., it currently faces little competition with respect to end-users connected to
its network. WPD’s four distribution businesses, WPD (South West), WPD (South Wales), WPD (West Midlands) and WPD (East Midlands), are
thus regulated monopolies which operate under regulatory price controls.
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Revenue and Rezt1ation

The operations of WPD (South West), WPD (South Wales). WPD (East Midlands) and WPD (West Midlands) are regulated by Ofgem under the
(rection of the Gas and Electricity Markets Authority. The Electricity Act 1989 provides the fundamental legal framework of electricity

ompanies and established licenses that required each of the DNOs to develop, maintain and operate efficient distribution networks. Ofgem has
established a price control mechanism that restricts the amount of revenue that can be earned by regulated business and provides for an increase or
reduction in revenues based on incentives or penalties for exceeding or underperforming against pre-established targets.

This regulatory structure is an incentive-based regulatory structure in comparison to the U.S. utility businesses which operate under a cost-based
regulatory framework. Under the UK regulatory structure, electricity distribution revenues are currently set every five years, but extending to
eight years in the next price control period beginning in April 2015. The revenue that DNOs can earn in each of the five years is the sum of: i)
the regulator’s view of efficient operating costs, ii) a return on the capital from the RAy plus an annual adjustment for the inflation determined by
Retail Price Index (RPI) for the prior calendar year, iii) a return of capital from the RAy (i.e. depreciation), and iv) certain pass-through costs over
which the DNO has no control. Additionally, incentives are provided for a range of activities including exceeding certain reliability and customer
service targets.

WPD is currently operating under DPCR5 which was completed in December 2009 and is effective for the period from April 1, 2010 through
March 31, 2015. Ofgem allowed WPD (South West) and WPD (South Wales) an average increase in total revenues, before inflationary
adjustments, of 6.9% in each of the five years and WPD Midlands an average increase in total revenues, before inflationary adjustments, of 4.5%
in each of the five years. The revenue increase includes reimbursement for higher operating and capital costs to be incurred driven by additional
requirements. In DPCR5, Ofgem decoupled WPD’s allowed revenue from volume delivered over the five-year price control period. However, in
any fiscal period WPD’s revenue could be negatively affected if its tariffs and the volume delivered do not fully recover the allowed revenue for a
given period. Under recoveries are recovered in the next regulatory year, however, PPL does not record a receivable for under recoveries in the
current period. Over recoveries are reflected in the current period as a liability and are not included in revenue.

In addition to providing a base regulated revenue allowance, Ofgem has established incentive mechanisms to provide significant opportunities to
enhance overall returns by improving network efficiency, reliability and customer service. Some of the more significant incentive mechanisms
under DPCR5 include:

• Interruptions Incentive Scheme (uS) - This incentive has two major components: 1) Customer interruptions and 2) Customer minutes lost
and is designed to incentivize the DNOs to invest and operate their networks to manage and reduce both the frequency and duration of power
outages experienced by customers. The target for each DNO is based on a benchmark of data from the last four years of the prior price
control period.

Effective April 1, 2012, an additional customer satisfaction incentive mechanism was implemented that includes a customer satisfaction
survey, a complaints metric and a measure of stakeholder engagement. This incentive replaced the customer response telephone performance
incentive that was effective April 1,2010.

• Line Loss Incentive - This incentive existed in the prior price control review, DPCR4, and was designed to incentivize DNOs to invest in
lower loss equipment, to change the way they operate their systems to reduce losses, and to detect theft and unregistered meters. In
November 2012. Ofgem issued a decision not to activate the DPCR5 line loss incentive. See Note 6 to the financial Statements for
information on Ofgem’s review of line loss calculations.

• Information Quality Incentive (IQI) - The IQI is designed to incentivize the DNOs to provide good quality information when they submit
their business plans to Ofgem during the price control process and to execute the plan they submitted. The IQI eliminates the distinction
between capital expenditure and operating expense and instead looks at total expenditure. Total expenditure is allocated 85% to “slow pot”
which is added to RAV and recovered over 20 years through the regulatory depreciation of the RAy and 15% to “fast pot” which is recovered
during the current price control review period. The IQI then provides for incentives or penalties at the end of DPCR5 based on the ratio of
actual expenditures to the expenditures submitted to Ofgem that were the basis for the revenues allowed during the five-year price control
review period.
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At the beginning of DPCRS, WPD was awarded $301 million in incentive revenue of which $222 million will be included in revenue throughout
the current price control period with the balance recovered over subsequent price control periods. Since the beginning of DPCR5, WPD earned
additional incentive revenue, primarily from ITS of $83 million and $30 million for the regulatory years ended March 31, 2012 and 2011, which
will be included in revenue for the 2013-14 and 2012-13 regulatory years.

n October 2010, Ofgem announced a new pricing model that will be effective for the U.K. electricity distribution sector, including WPD,
beginning April 2015. The model, known as RhO (Revenues = Incentives + Innovation + Outputs), is intended to encourage investment in
regulated h±astructure. The next electricity distribution price control review is referred to as RIlO-ED1. In September 2012, Ofgem published a
strategy consultation document providing an overview of its approach for RIlO-ED1 and is expected to publish a policy decision document in
February 2013. Key components of the RIIO-ED1 are: an extension of the price review period to eight years, increased emphasis on outputs and
incentives, ethanced 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. Ofgem has also indicated that the depreciation of the RAy for RAy additions afier April 1, 2015 will change from 20
years to 45 years. Management is in the process of creating the “well-justified business plans” required by Ofgem for WPD’s four DNOs. These
plans are expected to be submitted to Ofgem in July 2013 as part of the RIIO-ED1 review process. Once the business plans are complete,
management will be in a better position to determine the effect of RIIO-ED1 on future fmancial results. See “Item 1A. Risk Factors - Risks
Related to U.K. Regulated Segment.”

Customers

The majority of WPD’s revenue is known as DUoS and is derived from charging energy suppliers for the delivery of electricity to end-users and
thus its customers are the suppliers to those end-users. Ofgem requires that all licensed electricity distributors and suppliers become parties to the
Distribution Connection and Use of System Agreement. This agreement sets out how creditworthiness will be determined and, as a result,
whether the supplier needs to provide collateral.

• Pennsylvania Regulated Segment (FFL)

Includes the regulated electric deliveiy operations ofPPL Electric.

(PPL and FFL Electric)

PPL Electric is subject to regulation as a public utility by the PUC, and certain of its transmission activities are subject to the jurisdiction of the
FERC under the federal Power Act. PPL Electric delivers electricity to approximately 1.4 million customers in a 10,000-square mile territory in

counties

of eastern and central Pennsylvania. PPL Electric also provides electricity supply in this territory as a PLR.

Details of electric revenues by customer class for the years ended December 31, are shown below.

2012 2011 2010

Revenue % of Revenue Revenue % of Revenue Revenue % of Revenue

Residential S 1,108 63 $ 1,266 67 $ 1,469 60
Industrial 53 3 62 3 123 5
Commercial 366 21 431 23 588 24

Other(a)(b) 236 13 133 7 275 11

Total $ 1,763 100 $ 1,892 100 $ 2,455 100

(a) Includes regulatory over- or tinder-recovery reconciliation mechanisms, pole attachment revenues, Street lighting and net transmission revenues.
(b) Included in these amounts for 2012, 2011 and 2010 are $3 million, $11 million and $7 million of retail and wholesale electric to affiliate revenue which is eliminated in

consolidation for PPL.

Franchise, Licenses and Other Regulations

PPL Electric is authorized to provide electric public utility service throughout its service area as a result of grants by the Commonwealth of
Pennsylvania in corporate charters to PPL Electric and companies to which it has succeeded and as a result of certification by the PUC. PPL
Electric is granted the right to enter the streets and highways by the Commonwealth subject to certain conditions. In general, such conditions have
been met by ordinance, resolution, permit, acquiescence or other action by an appropriate local political subdivision or agency of the
Commonwealth.
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Competition

Pursuant to authorizations from the Commonwealth of Pennsylvania and the PUC, PPL Electric operates a regulated distribution monopoly in its
ice area. Accordingly, PPL Electric does not face competition in its electric distribution business.

The PPL Electric transmission business, operating under the purview of the FERC-approved PJM Open Access Transmission Tariff, is subject to
competition from entities that are not incumbent PJM transmission owners with respect to building and ownership of transmission facilities within
PJM. No authority has yet been promulgated that sets forth the parameters of non-incumbent competition.

Rates and Regulation

Transmission and Distribution

PPL Electric’s transmission facilities are within PJM, which operates the electric transmission network and electric energy market in the Mid-
Atlantic and Midwest regions of the U.S.

PJM serves as a FERC-approved RTO to promote greater participation and competition in the region it serves. In addition to operating the electric
transmission net-work, PJM also adn-ilnisters regional markets for energy, capacity and ancillary services. A primary objective of any RTO is to
separate the operation of, and access to, the transmission grid from market participants that buy or sell electricity in the same markets. Electric
utilities continue to own the transmission assets and to receive theft share of transmission revenues, but the RTO directs the control and operation
of the transmission facilities.

As a transmission owner, PPL Electric’s transmission revenues are billed to PJM in accordance with a FERC tariff that allows recovery of
transmission costs incurred, a return on transmission-related plant and an automatic annual update. As a PLR, PPL Electric also purchases
transmission services from PJM. See “PLR” below.

In April 2010, the FERC issued an order concluding that under the PJM Open Access Transmission Tariff, PJM may, but is not required to,
designate an entity other than the incumbent PJM transmission owner to own and construct economic expansion projects and receive cost-of-
service based compensation for the use of its facilities. Additionally, the FERC directed NM to file tariff changes necessary for non-incunthent
transmission owners to be provided opportunity to propose and construct transmission projects in accordance with exclusions specified in the
April 2010 order and consistent with state and local laws and regulations. PJM tariff changes are currently under review by the FERC.

Electric’s distribution base rates are calculated based on a return on rate base (net utility plant plus a cash working capital allowance less
)ant-related deferred taxes and other miscellaneous additions and deductions such as materials and supplies inventories and customer deposits

and advances) plus certain operating expenses. Operating expenses included in PPL Electric’s distribution base rates include wages and benefits,
other operation and maintenance expenses, depreciation, and taxes.

Tn November 2004, Pennsylvania enacted the AEPS, which requires electricity distribution companies and electricity generation suppliers to
obtain a portion of the electricity sold to retail customers in Pennsylvania from alternative energy sources. Under the default service procurement
plans approved by the PUC, PPL Electric purchases all of the alternative energy generation supply it needs to comply with the AEPS.

Act 129 creates an energy efficiency and conservation program, a demand side management program, smart metering technology requirements,
new PLR generation supply procurement rules, remedies for market misconduct, and changes to the existing AEPS.

Act 11 authorizes the PUC to approve two specific ratemaking mechanisms - the use of a thlly projected future test year in base rate proceedings
and, subject to certain conditions, a DSIC. Tn August 2012, the PUC issued a final implementation order adopting procedures, guidelines and a
model tariff for implementation of Act 11. Act 11 requires utilities to file an LTIW as a prerequisite to filing for recovery through the DSIC. The
LTIIP is mandated to be a five- to ten-year plan describing projects eligible for inclusion in the DSIC. PPL Electric filed its LTTW in September
2012 and the PUC subsequently approved the LTITP on January 10, 2013. PPL Electric filed a petition requesting permission to establish a DSIC
on January 15, 2013 with rates proposed to be effective beginning May 1, 2013.

See “Regulatory Matters - Pennsylvania Activities” in Note 6 to the Financial Statements for additional information regarding Act 129, Act 11 and
other legislative and regulatory impacts.
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PLR

The Customer Choice Act requires Electric Distribution Companies (EDCs), including PPL Electric, to act as a PLR of electricity supply for
(““pstomers who do not choose to shop for supply with a competitive supplier and provides that electricity supply costs will be recovered by the

LR pursuant to regulations established by the PUC. As of December 31, 2012, the following percentages of PPL Electric’s customer load were
provided by competitive suppliers: 46% of residential, 84% of small commercial and industrial and 99% of large commercial and industrial
customers. The PUC continues to be interested in expanding the competitive market for electricity. See “Regulatory Mailers - Pennsylvania
Activities” in Note 6 to the Financial Statements for additional information.

PPL Electric’s cost of electricity generation is based on a competitive solicitation process. The PUC approved PPL Electric’s default service plan
for the period January 2011 through May 2013, which includes 14 solicitations for electricity supply beginning January 1, 2011 with a portion
extending beyond May 2013. Pursuant to this plan, PPL Electric contracts for all of the electricity supply for residential, small commercial and
small industrial customers, large conmercial and large industrial customers who elect to take that service from PPL Electric. These solicitations
include a mix of spot market purchases and long-term and short-term purchases ranging from five months to ten years to fUlfill PPL Electric’s
obligation to provide customer electricity supply as a PLR. To date, PPL Electric has concluded all of its planned competitive solicitations under
the plan.

The PUC has directed all EDCs to file default service procurement plans for the period June 1, 2013 through May 31, 2015. PPL Electric filed its
plan in May 2012. In that plan, PPL Electric proposed a process to obtain supply for its default service customers and a number of initiatives
designed to encourage more customers to purchase electricity supply from the competitive retail market. In its January 24, 2013 fmal order, the
PUC approved PPL Electric’s plan with modifications and directed PPL Electric to establish collaborative processes to address several retail
competition issues.

Numerous alternative suppliers have offered to provide generation supply in PPL Electric’s service territory. Whether its customers purchase
electricity supply from these alternative suppliers or from PPL Electric as a PLR, the purchase of such supply has no impact on the fmancial
results of PPL Electric. The costs to purchase PLR supply, including charges paid to PJM for related transmission services, are passed directly by
PPL Electric to its PLR customers without markup. See “Energy Purchase Commitments” in Note 15 to the Financial Statements for additional
information regarding PPL Electric’s solicitations.

Rate Cases

2012 Rate Case

1) March 2012, PPL Electric filed a request with the PUC to increase distribution rates by approximately $105 million, effective January 1,
2013. On December 28, 2012, in its fmal order, the PUC approved a 10.4% retum on equity and a total distribution revenue increase of about $71
million. The approved rates became effective January 1, 2013.

Also in its December 28, 2012 fmal order, the PUC directed PPL Electric to file a proposed Storm Damage Expense Rider within 90 days
following the order. PPL Electric plans to file a proposed Storm Daniage Expense Rider with the PUC and, as part of that filing, request recovery
of the $28 million of qualifying storm costs incurred as a result of the October 2012 landfall of Hurricane Sandy.

See “Regulatory Mailers - Pennsylvania Activities - Storm Costs” in Note 6 to the Financial Statements for additional information on Hurricane
Sandy.

FERC Formula Rates

Transmission rates are regulated by the FERC. PPL Electric’s transmission revenues are billed in accordance with a FERC-approved PJM open
access transmission tariff that utilizes a formula-based rate recovery mechanism.

PPL Electric has initiated its formula rate 2012, 2011 and 2010 Aimual Updates. Each update has been subsequently challenged by a group of
municipal customers. In August 2011, the FERC issued an order substantially rejecting the 2010 formal challenge and the municipal customers
filed a request for rehearing of that order. In Scptember 2012, the FERC issued an order setting for evidentiary hearings and settlement judge
procedures a number of issues raised in the 2010 and 2011 formal challenges. Settlement conferences were held in late 2012 and early 2013. In
February 2013, the FERC set for evidentiary hearings and settlement judge procedures a number of issues in the 2012 formal challenge and
consolidated that
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challenge with the 2010 and 2011 challenges. PPL Electric anticipates that there will be additional settlement conferences held in 2013. PPL and
PPL Electric cannot predict the outcome of the foregoing proceedings, which remain pending before the FERC.

In March 2012, PPL Electric filed a request with the FERC seeking recovery of its regulatory asset related to the deferred state tax liability that
•isted at the time of the transition from the flow-through treatment of state income taxes to full normalization. This change in tax treatment

ccurred in 2008 as a result of prior FERC initiatives that transferred regulatory jurisdiction of certain transmission assets from the PUC to
FERC. At December 31, 2012 and December 31, 2011, $52 million and $53 million are classified as taxes recoverable through future rates and
included on the Balance Sheets in “Other Noncurrent Assets - Regulatory assets.” In May 2012, the FERC issued an order approving PPL
Electric’s request to recover the deferred tax regulatory asset over a 34-year period beginning June 1, 2012.

See Note 6 to the Financial Statements for additional information on rate mechanisms.

(PFL and FPL Energy Supply)

Supply Se’ment

Owns and operates competitive domestic power plants to generate electricity, markets and trades this electricity, purchased power, and
other energy-re!ated products to competitive wholesale and retail markets, and acquires and develops competitive domestic generation
projects. Consists primarily ofthe activities ofPPL Generation and PPL EnergyPlus.

PPL Energy Supply has generation assets that are located in the northeastern and northwestern U.S. markets. The northeastern generating
capacity is located primarily in Pennsylvania within PJM and northwestern generating capacity is located in Montana. PPL Energy Supply enters
into energy and energy-related contracts to hedge the variability of expected cash flows associated with its generating units and marketing
activities, as well as for trading purposes. PPL EnergyPlus sells the electricity produced by PPL Energy Supply’s generation plants based on
prevailing market rates. PPL Energy Supply’s total expected generation in 2013 is anticipated to be used to meet its committed contractual
sales. PPL Energy Supply has entered into commitments of varying quantities and terms for 2014 and beyond.

Details of revenue by category for the years ended December 31, are shown below.

2012 2011 2010
Revenue % of Revenue Revenue % of Revenue Revenue % of Revenue

Energy
Wholesale (a) $ 4,200 76 $ 5,240 82 $ 4,347 85
Retail 84$ 16 727 11 415 8
Trading

4 (2)

________________

2

________________

; Total energy 5,052 92 5,965 93 4,764 93
Energy-related businesses (b) 448 $ 464 7 364 7

Total $ 5.500 100 $ 6,429 100 $ 5,128 100

(a) Included in these amounts for 2012, 2011, and 2010 are $78 million, $26 million and $320 million of wholesale electricity sales to an affiliate, PPL Electric, which are
eliminated in consolidation for PPL.

(b) Energy-related businesses primarily support the generation, marketing and trading businesses of PPL Energy Supply. Their activities include developing renewable energy
projects and providing energy-related products and services to commercial and industrial customers through their mechanical contracting and services subsidiaries. Energy-
related businesses for PPL’s Supply segment had additional revenues not related to PPL Energy Supply of $13 million, $8 million and $11 million for 2012, 2011 and 2010,
which are not incltsded in this table.

Power Supply

PPL Energy Supply owned or controlled generating capacity (summer rating) of 10,591 MW at December 31, 2012. The system capacity of PPL
Energy Supply’s owned or controlled generation is based upon a number of factors, including the operating experience and physical condition of
the units, and may be revised periodically to reflect changes in circumstances. Generating capacity controlled by PPL Generation and other PPL
Energy Supply subsidiaries includes power obtained through PPL EnergyPlus’ power purchase agreements. See “Item 2. Properties - Supply
Segment” for a complete listing of PPL Energy Supply’s generating capacity.

During 2012, PPL Energy Supply owned or controlled power plants that generated the following amounts of electricity.
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Thousands of MWhs

Fuel Source Northeastern Northwestern Total

/‘çcIear 15,224 15,224
I Gas 9,383 9,383

öal 16,857 3,232 20,089
Hydro 552 3,443 3,995

Renewables (a)

342

____________________

342

Total 42,358 6,675 49,033

(a) PPL Energy Supply subsidiaries own or control renewable energy projects located in Pennsylvania, New Jersey, Vermont, Connecticut and New Hampshire with a generating
capacity (suntmer rating) of 70 MW. PPL EnergyPlus sells the energy, capacity and REC5 produced by these plants into the wholesale market as well as to commercial,
industrial and institutional customers.

PPL Energy Supply’s generation subsidiaries are EWGs that sell electricity into wholesale markets. EWGs are subject to regulation by the FERC,
which has authorized these EWGS to sell the electricity generated at market-based prices. This electricity is sold to PPL EnergyPlus under FERC
jurisdictional power purchase agreements. PPL Susquehanna is subject to the jurisdiction of the NRC in connection with the operation of the
Susquehanna nuclear units. Certain of PPL Energy Supply’s other subsidiaries are subject to the jurisdiction of the NRC in connection with the
operation of their fossil plants with respect to certain level and density monitoring devices. Certain operations of PPL Generation’s subsidiaries
are also subject to OSHA and comparable state statutes.

See Note 9 to the Financial Statements for information on the 2011 sale of certain non-core generation facilities, the 2010 sale of the Long Island
generation business and the 2010 completion of the sale of the Maine hydroelectric generation business.

See “Item 2. Properties - Supply Segment” for additional infonnation regarding PPL Generation’s plans for capital projects in Pennsylvania and
Montana that are expected to provide 153 MW of additional electric generating capacity by the end of 2013.

Fuel Supply

PPL EnergyPlus acts as agent for PPL Generation to procure and optimize its various fuels.

Coat

Pennsylvania

L EnergyPlus actively manages PPL Energy Supply’s coal requirements by purchasing coal principally from mines located in northern
Appalachia.

During 2012, PPL Generation purchased 5.6 million tons of coal required for its wholly owned Pennsylvania plants under short-term and long-
term contracts. The amount of coal in inventory varies from time to time depending on market conditions and plant operations.

PPL Generation, by and through its agent PPL EnergyPlus, has agreements in place that will provide more than 23 million tons of PPL
Generation’s projected coal needs for the Pennsylvania power plants from 2013 through 2018.

A PPL Generation subsidiary owns a 12.34% interest in the Keystone plant and a 16.25% interest in the Conemaugh plant. PPL Generation owns
a 12.34% interest in Keystone Fuels, LLC and a 16.25% interest in Conemaugh Fuels, LLC. The Keystone plant contracts with Keystone fuels,
LLC for its coal requirements, which provided 4.3 million tons of coal to the Keystone plant in 2012. The Conemaugh plant requirements are
purchased under contract from Conemaugh Fuels, LLC, which provided 4.1 million tons of coal to the Conemaugh plant in 2012.

All PPL Generation coal plants within Pennsylvania are equipped with scrubbers, which use limestone in their operations. Acting as agent for
PPL Generation, PPL EnergyPlus has entered into contracts with limestone suppliers that will provide for those plants’ limestone requirements
through 2014. During 2012, 382,000 tons of limestone were delivered to Brunner Island and Montour under these contracts. Annual limestone
requirements approximate 400,000-500,000 tons.
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Montana

PL Montana has a 50% leasehold interest in Colstrip Units 1 and 2, and a 30% leasehold interest in Colstrip Unit 3. NorthWestern owns a 30%
terest in Colstñp Unit 4. PPL Montana and NorthWestern have a sharing agreement that governs each party’s responsibilities and rights relating
the operation of Colstrip Units 3 and 4. Under the terms of that agreement, each party is responsible for 15% of the total non-coal operating

and construction costs of Colstrip Units 3 and 4, regardless of whether a particular cost is specific to Colstrip Unit 3 or 4 and is entitled to take up
to 15% of the available generation from Units 3 and 4. Each party is responsible for its own coal costs. PPL Montana, along with the other
Colstrip owners, is party to contracts to purchase 100% of its coal requirements with defmed coal quality characteristics and specifications. PPL
Montana, along with the other Coistrip Units 1 and 2 owner, has a long-term purchase and supply agreement with the current supplier for Units 1
and 2, which provides these units 100% of their coal requirements through December 2014, and at least 85% of such requirements from January
2015 through December 2019. PPL Montana, along with the other Colstrip Units 3 and 4 owners, has a long-term coal supply contract for Units 3
and 4, which provides these units 100% of their coal requirements through December 2019.

These units were originally built with scrubbers and PPL Montana has entered into a long-term contract to purchase the limestone requirements
for these units. The contract extends through December 2030.

Coal supply contracts are in place to purchase low-suffux coal with defmed quality characteristics and specifications for PPL Montana’s Corefte
plant. The contracts covered 100% of the plant’s coal requirements in 2012 and similar contracts are in place to supply 100% of the expected coal
requirements through 2014.

Oil and Natural Gas

Pennsylvania

PPL Generation’s Martins Creek Units 3 and 4 bum both oil and natural gas. During 2012, 100% of the physical gas requirements for the Martins
Creek units were purchased on the spot market while oil requirements were supplied from inventory. At December 31, 2012, there were no long-
term agreements for oil or natural gas for these units.

Short-term and long-term gas transportation contracts are in place for approximately 38% of the maximum daily requirements of the Lower Mt.
Bethel facility. During 2012, 100% of the physical gas requirements were purchased on the spot market.

In 2008, PPL EnergyPlus acquired the rights to an existing long-term tolling agreement associated with the capacity and energy of the Ironwood
acility. In April 2012, an indirect, wholly owned subsidiary of PPL Energy Supply completed the acquisition of the equity interests in the owner

operator of the konwood facility. See Note 10 to the Financial Statements for additional information. Begin ilig in 2010, PPL EnergyPlus
irns long-term transportation contracts that can deliver up to approximately 25% of Ironwood’s maximum daily gas requirements. Daily gas
requirements can also be met through a combination of short-term transportation capacity release transactions coupled with upstream supply. PPL
EnergyPlus currently has no long-term physical gas contracts. During 2012, 100% of the physical gas requirements were purchased on the spot
market.

Nuclear

The nuclear fuel cycle consists of several material and service components: the mining and milling of uranium ore to produce uranium
concentrates; the conversion of these concentrates into uranium hexafluoride, a gas component; the enrichment of the hexafluoride gas; the
fabrication of fuel assemblies for insertion and use in the reactor core; and the temporary storage and fmal disposal of spent nuclear fuel.

PPL Susquehanna has a portfolio of supply contracts, with varying expiration dates, for nuclear fuel materials and services. These contracts are
expected to provide sufficient fuel to permit Unit ito operate into the first quarter of 2016 and Unit 2 to operate into the first quarter of
2017. PPL Susquehaima anticipates entering into additional contracts to ensure continued operation of the nuclear units.
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Federal law requires the U.S. government to provide for the permanent disposal of commercial spent nuclear fuel, but there is no defmitive 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

hnology. The facility is modular, so that additional storage capacity can be added as needed. The facility began receiving spent nuclear fuel in
.999. PPL Susquehanna estimates, under current operating conditions, that there is sufficient storage capacity in the spent nuclear fuel poois and
the on-site spent fuel storage facility at Susquehanna to accommodate spent fuel discharged through approximately 2017. If necessary, the on-site
spent fuel 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 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 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. In May 2011, the parties entered into a settlement agreement which resolved all claims of PPL Susquehanna through December
2013. PPL Susquehanna has received payments for claims through 2011. PPL Susquehanna is eligible to receive payment of annual claims for
allowed costs, as set forth in the settlement agreement, that are incurred through December 31, 2013. In exchange, PPL Susquehanna has waived
any claims against the United States government for costs paid or injuries sustained related to storing spent nuclear fuel at the Susquehanna plant
through December 31, 2013.

Energy A’Iarketing

PPL EnergyPlus sells the capacity and electricity produced by PPL Generation subsidiaries, along with purchased power, FTRs, natural gas, oil,
uranium, emission allowances and RECs in competitive wholesale and competitive retail markets.

Purchases and sales at the wholesale level are made at competitive prices under FERC market-based prices. PPL EnergyPlus is licensed to
provide retail electric supply to customers in Delaware, the District of Columbia, Maryland, New Jersey, Montana and Pennsylvania and licensed
to provide retail natural gas supply to customers in Delaware, Maryland, New Jersey, New York and Pennsylvania. Within the constraints of its
hedging policy, PPL EnergvPlus actively manages its portfolios of energy and energy-related products to optimize their value and to limit
exposure to price fluctuations. See ‘Commodity Volumetric Activity” in Note 19 to the Financial Statements for the strategies PPL Energy
Supply employs to optimize the value of its wholesale and retail energy portfolio.

Competition

ce the early 1990s, there has been increased competition in U.S. energy markets because of federal and state competitive market
initiatives. ‘While some states, such as Pennsylvania and Montana, have created a competitive market for electricity generation, other states
continue to consider different types of regulatory initiatives concerning competition in the power and gas industry. Some states that were
considering creating competitive markets have slowed their plans or postponed further consideration. In addition, states that have created
competitive markets have, from time to time, considered new market rules and re-regulation measures that could result in more limited
opportunities for competitive energy suppliers. Interest in re-regulation, however, has slowed due to the current environment of declining power
prices. As such, the markets in which PPL Energy Supply participates are highly competitive.

PPL Energy Supply faces competition in wholesale markets for available energy, capacity and ancillary services. Competition is impacted by
electricity and fuel prices, congestion along the power grid, new market entrants, construction by others of generating assets, technological
advances in power generation, the actions of environmental and other regulatory authorities and other factors. PPL Energy Supply primarily
competes with other electricity suppliers based on its ability to aggregate generation supply at competitive prices from different sources and to
efficiently utilize transportation from third-party pipelines and transmission from electric utilities and ISOs. Competitors in wholesale power
markets include regulated utilities, industrial companies, NUGs, competitive subsidiaries of regulated utilities and other energy marketers. See
“Item lA. Risk Factors - Risks Related to Supply Segment” and PPL’s and PPL Energy Supply’s “Item 7. Management’s Discussion and Analysis
of Financial Condition and Results of Operations - Overview” and Note 15 to the Financial Statements for more information concerning the risks
faced with respect to competitive energy markets.
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Franchise and Licenses

See “Energy Marketing” above for a discussion of PPL EnergyPlus’ licenses in various states. PPL EnergyPlus also has an export license from the
E to sell capacity andlor energy to electric utilities in Canada.

PPL Susquehanna operates Units 1 and 2 pursuant to NRC operating licenses that expire in 2042 for Unit I and in 2044 for Unit 2.

In 2008, a PPL Energy Supply subsidiary, PPL Bell Bend, LLC, submitted a COLA to the NRC for a new nuclear generating unit (Bell Bend) to
be built adjacent to the Susquehanna plant. Also in 2008, the COLA was formally docketed and accepted for review by the NRC. PPL Bell Bend,
LLC does not expect to complete the COLA review process with the NRC prior to 2015. See Note $ to Financial Statements for additional
information.

PPL Holtwood operates the Holtwood hydroelectric generating plant pursuant to a fERC-granted license that expires in 2030. In October 2009,
the FERC approved the request to expand the Holtwood plant. See Note 8 to the Financial Statements for additional information. PPL Holtwood
operates the Wallenpaupack hydroelectric generating plant pursuant to a FERC-granted license that expires in 2044.

PPL’s 11 hydroelectric facilities and one storage reservoir in Montana are licensed by the FERC. The Thompson Falls and Kerr licenses expire in
2025 and 2035, the licenses for the nine Missouri-Madison facilities expire in 2040, and the license for the Mystic facility expires in 2050.

In coimection with the relicensing of these generating facilities, applicable law permits the FERC to relicense the original licensee or license a
new licensee or allow the U.S. govennnent to take over the facility. If the original licensee is not relicensed, it is compensated for its net
investment in the facility, not to exceed the fair value of the property taken, plus reasonable damages to other property affected by the lack of
relicensing. See Note 15 to the Financial Statements for additional information on the Kerr Dam license.

• Other Corporate functions (PPL)

PPL Services provides corporate functions such as fmancial, legal, human resources and information technology services. Most of PPL Services’
costs are charged directly to the respective PPL subsidiaries for the services provided or are indirectly charged to applicable subsidiaries based on
an average of the subsidiaries’ relative invested capital, operation and maintenance expenses and number of employees.

PPL Capital Funding, PPL’s fmancing subsidiary, provides fmancing for the operations of PPL and certain subsidiaries, but PPL Capital Funding’s
costs are not charged to any Registrant other than PPL. PPL Capital Funding participated significantly in the fmancing for the acquisitions of

KE and WPD Midlands. The associated fmancing costs, as well as the fmancing costs associated with prior issuances of certain other PPL
\ )apital Funding securities, have been and will continue to be assigned to the appropriate segments for purposes of PPL management’s assessment

of segment performance. PPL’s recent growth in rate-regulated businesses provides the organization with an enhanced corporate level fmancing
alternative, through PPL Capital funding, that further enables PPL to support targeted credit profiles cost effectively across all of PPL’s rated
companies. As a result, PPL plans to further utilize PPL Capital Funding in addition to continued direct fmancing by the operating companies, as
appropriate. Beginning in 2013, the proceeds and the fmancing costs associated primarily with PPL Capital Funding’s future securities issuances
are not expected to be directly assignable or allocable to any segment.

Also, the costs of certain other miscellaneous corporate level activities are not charged to any subsidiaries or allocated or assigned to any segment
for purposes of assessing performance by PPL management.

(PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KL9

SEASONALITY

The demand for and market prices of electricity and natural gas are affected by weather. As a result, the Registrants’ operating results in the future
may fluctuate substantially on a seasonal basis, especially when more severe weather conditions such as heat waves or extreme winter weather
make such fluctuations more pronounced. The pattern of this fluctuation may change depending on the type and location of the facilities owned
and the terms of contracts to purchase or sell electricity. See “Financial Condition - Liquidity and Capital Resources - Environmental Matters” in
“Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations” for additional information regarding climate
change.
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FINANCIAL CONDITION

ee the Registrants’ “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations” for this information.

LAPITAL EXPENDITURE REQUThEMENTS

See “Financial Condition - Liquidity and Capital Resources - Forecasted Uses of Cash - Capital Expenditures” in the Registrants’ “Item 7.
Management’s Discussion and Analysis of Financial Condition and Results of Operations” for information concerning projected capital
expenditure requirements for 2013 through 2017. See Note 15 to the Financial Statements for additional information concerning the potential
impact on capital expenditures from environmental matters.

ENVIRONMENTAL MATTERS

The Registrants are subject to certain existing and developing federal, regional, state and local laws and regulations with respect to air and water
quality, land use and other environmental matters. The EPA is in the process of proposing and fmalizing an unprecedented number of
environmental regulations that will directly affect the electricity industry. These initiatives cover air, water and waste. See “Financial Condition -

Liquidity and Capital Resources - Forecasted Uses of Cash - Capital Expenditures” in the Registrants’ “Item 7. Management’s Discussion and
Analysis of Financial Condition and Results of Operations” for information concerning environmental capital expenditures during 2012 and
projected environmental capital expenditures for the years 2013-2017. Also, see “Environmental Matters” in Note 15 to the Financial Statements
for additional information. To comply with primarily air-related environmental requirements, 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 $1.1 billion for LG&E, $1.2 billion
for KU and $246 million for PPL Energy Supply. Actual costs (including capital, allowance purchases and operational modifications) may be
significantly lower or higher depending on the final requirements and market conditions. Environmental compliance costs incurred by LG&E and
KU are subject to recovery through a rate recovery mechanism. See Note 6 to the Financial Statements for additional information.

The Registrants are unable to predict the ultimate effect of evolving environmental laws and regulations upon their existing and proposed facilities
and operations and competitive positions. In complying with statutes, regulations and actions by regulatory bodies involving environmental
matters, including, among other things, air and water quality, GHG emissions, hazardous and solid waste management and disposal, and
regulation of toxic substances, PPL’s and LKE’s subsidiaries may be required to modify, replace or cease operating certain of their
facilities. PPL’s and LKE’s subsidiaries may also incur significant capital expenditures and operating expenses in amounts which are not now
determinable but could be significant.

LOYEE RELATIONS

At December 31, 2012, PPL and its subsidiaries had the following frill-time employees.

PPL Energy 5upply (a) 4,733
PPLElectric 2,311
LKE

KU 931
LG&E 991
LK5 1,380

Total LKE 3,302
PPL Global (primarily WPD) 6,116
PPL Servicea and oilier 1,267

Total PPL 17,729

(a) Tncludea labor union employeea of mechanical contracting aubaidiariea, wboae nmnbera tend to fluctuate due to the nature of ilda busineaa.

Approximately 5,600 employees, or 48%, of PPL’s domestic workforce are members of labor unions, with four IBEW labor unions representing
approximately 4,300 employees. The bargaining agreement with the largest IBEW labor union, which expires in May 2014, covers approximately
1,500 PPL Electric, 1,600 PPL Energy Supply and 400 other employees. Approximately 700 employees of LG&E and 70 employees of KU are
represented by an IBEW labor union. Both LG&E and KU have three-year labor agreements with the IBEW, which expire in November 2014 and
August 2015. The KU ifiEW agreement includes a wage reopener in 2014. Approximately 70 employees of KU are represented by a United
Steelworkers of America (USWA) labor union, under an agreement that expires in August 2014. PPL Montana’s largest bargaining unit, an IBEW
labor union, represents approximately 260 employees at the Colstrip plant. The four-year labor agreement expires in April 2016. PPL Montana’s
second largest bargaining unit, also an IBEW labor union, represents approximately 80 employees at hydroelectric facilities and the Corette plant,
under an agreement that expires in April 2013.
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Approximately 3,900, or 64%, of PPL’s U.K. workforce are members of labor unions. WPD recognizes four unions, the largest of which
represents 41% of its union workforce. WPD’s Electricity Business Agreement, which covers approximately 3,850 union employees, may be

ended by agreement between WPD mid the unions and is terminable with 12 monthst notice by either side.

VAWABLE INFORMATION

PPLts Internet website is www.pplweb.com. On the Investor Center page of that website, PPL provides access to all SEC filings of the
Registrants (including animal reports on Form 10-K, quarterly reports on form 10-Q, current reports on Form 8-K, and amendments to these
reports filed or furnished pursuant to Section 13(d) or 15(d)) free of charge, as soon as reasonably practicable after filing with the
SEC. Additionally, the Registrants’ filings are available at the SEC’s website (www.sec.gov) and at the SEC’s Public Reference Room at 100 F
Street, NE, Washington, DC 20549, or by calling 1-800-SEC-0330.
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IIIM 1A. RISK FACTORS

The Registrants face various risks associated with their businesses. Our businesses, financial condition, cash flows or results of operations could
materially adversely affected by any of these risks. In addition, this report also contains forward-looking and other statements about our

usinesses that are subject to numerous risks and uncertainties. See “Forward-Looking Information,” “Item 1. Business, Item 7. Management’s
Discussion and Analysis of Financial Condition and Results of Operations” and Note 15 to the Financial Statements for more information
concerning the risks described below and for other risks, uncertainties and factors that could impact our businesses and financial results.

As used in this Item 1A., the terms ‘we,” “our” and “us” generally refer to PPL and its consolidated subsidiaries taken as a whole, or to PPL
Energy Supply and its consolidated subsidiaries taken as a whole within the Supply segment discussions, or PPL Electric and its consolidated
subsidiaries taken as a whole within the Pennsylvania Regulated segment discussion, or LKE and its consolidated subsidiaries taken as a whole
within the Kentucky Regulated segment discussion.

Risks Related to MI Segments

(PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

We plan to selectively pursue growth ofgeneration, transmission and distribution capacity, which involves a number ofuncertainties and may
not achieve the desiredfinancial results.

We plan to pursue expansion of our generation, transmission and distribution capacity over the next several years through power uprates at certain
of our existing power plants, the potential construction of new power plants, the potential acquisition of existing plants, the potential construction
or acquisition of transmission and distribution projects and capital investments to upgrade transmission and distribution infrastructure. We will
rigorously scrutinize opportunities to expand our generating capability and may determine not to proceed with any expansion. These types of
projects involve numerous risks. Any planned power uprates could result in cost overruns, reduced plant efficiency and higher operating and
other costs. With respect to the construction of new plants, the acquisition of existing plants, or the construction or acquisition of transmission and
distribution projects, we may be required to expend significant sums for preliminary engineering, permitting, resource exploration, legal and other
expenses before it can be established ether a project is feasible, economically attractive or capable of being financed. Expansion in our
regulated businesses is dependent on future load or service requirements and subject to applicable regulatory processes. The success of both a
new or acclmred project would likely be contingent, among other things, upon the negotiation of satisfactory operating contracts, obtaining
acceptable fmancing and maintaining acceptable credit ratings, as well as receipt of required and appropriate governmental approvals. If we were
unable to complete construction or expansion of a project, we may not be able to recover our investment in the project. Furthermore, we might be

Ivable
to operate any new or acquired plants as efficiently as projected, which could result in higher than projected operating and other costs and

)duced earnings.

Adverse conditions in the economic aiidfinancial markets in which we operate could adversely affect ourfinancial condition and results of
operations.

Adverse conditions in the fmancial markets during 200$ and the associated contraction of liquidity in the wholesale energy markets contributed
significantly to declines in wholesale energy prices, and has significantly impacted our earnings since the second half of 200$. The breadth and
depth of these negative economic conditions had a wide-ranging impact on the U.S. and U.K. business environment, including our businesses. As
a result of the economic downturn, demand for energy commodities declined significantly. This reduced demand continues to impact the key
domestic wholesale energy markets we serve (such as PJM) and our Pennsylvania and Kentucky utility businesses. The combination of lower
demand for power and increased supply of natural gas has put downward price pressure on wholesale energy markets in general, further impacting
our energy marketing results. In general, current economic and commodity market conditions will continue to challenge predictability regarding
our unhedged future energy margins, liquidity and overall fmancial condition.

Our businesses are heavily dependent on credit and capital, among other things, for capital expenditures and providing collateral to support
hedging in our energy marketing business. Global bank credit capacity declined and the cost of renewing or establishing new credit facilities
increased significantly in 2008, primarily as a result of general credit concerns nationwide, introducing uncertainties as to our businesses’ ability to
enter into long-term energy commitments or reliably estimate the longer-term cost and availability of credit. Although bank credit conditions
have improved since mid-2009, and we currently expect to have adequate access to needed credit and capital based on current conditions,
deterioration in the financial markets could adversely affect our financial condition and liquidity. Additionally, regulations to be adopted to
implement the Dodd-Frank Act and Basel III in Europe may impose requirements on our businesses and the businesses of others with whom we
contract such as banks or other counterparties. or simply result in increased costs to conduct our business or access sources of capital and liquidity
upon which the conduct of our businesses is dependent.
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Our operating revenues couldfluctuate on a seasonal basis, especially as a result ofextrenw weather conditions.

Our businesses are subject to seasonal demand cycles. For example, in some markets demand for, and market prices of, electricity peak during
summer months, while in other markets such peaks occur in cold winter months. As a result, our overall operating results in the future may

cuctuate substantially on a seasonal basis if weather conditions such as heat waves, extreme cold, unseasonably mild weather or severe storms
occur. The patterns of these fluctuations may change depending on the type and location of our facilities and the terms of our contracts to sell
electricity.

Operating expenses could be affected by weather conditions, including storms, as welt as by significant man-made or accidental disturbances,
including terrorism or natural disasters.

Weather and these other factors can significantly affect our profitability or operations by causing outages, damaging infrastructure and requiring
significant repair costs. Storm outages and damage often either or both directly decrease revenues and increase expenses, due to reduced usage
and higher restoration charges. In addition, weather and other disturbances may affect capital markets and general economic conditions and
impact future growth.

Our businesses are subject to physical, market and economic risks relating to potential effects ofclimate change.

Climate change may produce changes in weather or other environmental conditions, including temperature or precipitation levels, and thus may
impact consumer demand for electric power. Temperature increases could result in increased summer or decreased winter overall electricity
consumption and precipitation changes could result in altered availability of water for hydro generation or plant cooling operations. These or
other meteorological changes could lead to increased operating costs, capital expenses or power purchase costs. Greenhouse gas regulation could
increase the cost of electric power, particularly power generated by fossil fuels, and such increases could have a depressive effect on regional
economies. Reduced economic and consumer activity in our service areas -- both generally and specific to certain industries and consumers
accustomed to previously lower cost power -- could reduce demand for the power we generate, market and deliver. Also, demand for our energy-
related services could be similarly lowered should consumers’ preferences or market factors move toward favoring energy efficiency, low-carbon
power sources or reduced electric usage.

We cannot predict the outcome ofthe legalproceedings and investigations currently being conducted with respect to our current andpast
business activities. An adverse determination could have a material adverse effect on ourfinancial condition, results ofoperations or cash
flows.

4 ye are involved in legal proceedings, claims and litigation and subject to ongoing state and federal investigations arising out of our business
erations, the most significant of which are sununarized in “Legal Matters,” “Regulatory Issues” and “Environmental Matters - Domestic” in

Note 15 to the Financial Statements. We caunot predict the ultimate outcome of these matters, nor can we reasonably estimate the costs or
liabilities that could potentially result from a negative outcome in each case.

We could be negatively affected by rising interest rates, downgrades to our bond credit ratings or other negative developments in our ability to
access capital markets.

In the ordinary course of business, we are reliant upon adequate long-term and short-term financing to fund our significant capital expenditures,
debt service and operating needs. As a capital-intensive business, we are sensitive to developments in interest rate levels; credit rating
considerations; insurance, security or collateral requirements; market liquidity and credit availability and refinancing opportunities necessary or
advisable to respond to credit market changes. Changes in these conditions could result in increased costs and decreased liquidity to our regulated
utility businesses.

A downgrade in our credit ratings could negatively affect our ability to access capital and increase the cost ofmaintaining our creditfacilities
and any new debt.

Credit ratings assigned by Moody’s, Fitch and S&P to our businesses and their financial obligations have a significant impact on the cost of capital
incurred by our businesses. Although we do not expect these ratings to limit our ability to fund short-term liquidity needs or access new long-term
debt, any ratings downgrade could increase our short-term borrowing costs and negatively affect our ability to fund short-term liquidity needs and
access new long-term debt. See “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations - Financial
Condition - Liquidity and Capital Resources - Ratings Triggers” for additional information on the impact of a downgrade in our credit rating.

Significant increases in our operation and maintenance expenses, including health care andpension costs, could adversely affect ourfuture
earnings and liquidity.
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We continually focus on limiting and reducing where possible our operation and maintenance expenses. However, we expect to continue to face
increased cost pressures in our operations. Increased costs of materials and labor may result from general inflation, increased regulatoiy
requirements (especially in respect of environmental regulations), the need for higher-cost expertise in the workforce or other factors. In addition,

suant to collective bargaining agreements, we are contractually committed to provide specified levels of health care and pension benefits to
ertain current employees and retirees. We provide a similar level of benefits to our management employees. These benefits give rise to
significant expenses. Due to general inflation with respect to such costs, the aging demographics of our workforce and other factors, we have
experienced significant health care cost inflation in recent years, and we expect our health care costs, including prescription drug coverage, to
continue to increase despite measures that we have taken and expect to take to require employees and retirees to bear a higher portion of the costs
of their health care benefits. In addition, we expect to continue to incur significant costs with respect to the defmed benefit pension plans for our
employees and retirees. The measurement of our expected future health care and pension obligations, costs and liabilities is highly dependent on a
variety of assumptions. most of which relate to factors beyond our control. These assumptions include investment returns, interest rates, health
care cost trends, inflation rates, benefit improvements, salary increases and the demographics of plan participants. If our assumptions prove to be
inaccurate, our future costs and cash contribution requirements to flmd these benefits could increase significantly.

We may be required to record impairinent charges in thefuturefor certain ofottr investments, which could adversely affect our earnings.

Under GAAP, we are required to test our recorded goodwill for impainnent on an annual basis, or more frequently if events or circumstances
indicate that these assets may be impaired. Although no goodwill impairments were recorded based on our annual review in the fourth quarter of
2012, we are unable to predict whether future impairment charges may be necessary.

We also review our long-lived assets, including equity investments, for impairment when events or circumstances indicate that the carrying value
of these assets may not be recoverable. See Notes 1, 9 and 1$ to the Financial Statements for additional information on impairment charges taken
during the reporting periods. We are unable to predict whether impainnent charges, or other losses on sales of other assets or businesses, may
occur in future years.

We may incur liabilities in connection with discontinued operations.

In connection with various divestitures, we have indemnified or guaranteed parties against certain liabilities and with respect to certain
transactions. These indemnities and guarantees relate, among other things, to liabilities which may arise with respect to the period during which
we or our subsidiaries operated the divested business, and to certain ongoing contractual relationships and entitlements with respect to which we
or our subsidiaries made commitments in connection with the divestiture.

5e are subject to liability risks relating to our generation, transmission and distribution businesses.

lie conduct of our physical and commercial operations subjects us to many risks, including risks of potential physical injury, property damage or
other financial liability, caused to or by employees, customers, contractors, vendors, contractual or financial counterparties and other third parties.

Ourfacilities may not operate as planned, which may increase our expenses and decrease our revenues and have an adverse effect on our
financialperformance.

Operation of power plants, transmission and distribution facilities, information technology systems and other assets and activities subjects us to a
variety of risks, including the breakdown or failure of equipment, accidents, security breaches, viruses or outages affecting information technology
systems, labor disputes, obsolescence, delivery/transportation problems and disruptions of fuel supply and performance below expected
levels. These events may impact our ability to conduct our businesses efficiently and lead to increased costs, expenses or losses. Operation of our
delivery systems below our expectations may result in lost revenue and increased expense, including higher maintenance costs which may not be
recoverable from customers. Planned and unplanned outages at our power plants may require us to purchase power at then-current market prices
to satisfy our commitments or, in the alternative, pay penalties and damages for failure to satisfy them.

Although we maintain customary insurance coverage for certain of these risks, no assurance can be given that such insurance coverage will be
sufficient to compensate us fully in the event losses occur.
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The operation ofour businesses is subject to cyber-based security and integrity risk.

Numerous functions affecting the efficient operation of ow businesses are dependent on the secure and reliable storage, processing and
mmunication of electronic data and the use of sophisticated computer hardware and software systems. The operation of our generation plants,

..iicluding the Susquehanna nuclear plant, and of our energy and fuel trading businesses, as well as our transmission and distribution operations are
all reliant on cyber-based technologies and, therefore, subject to the risk that such systems could be the target of disruptive actions, principally by
terrorists or vandals, or otherwise be compromised by unintentional events. As a result, operations could be interrupted, property could be
damaged and customer information lost or stolen, causing us to incur significant losses of revenues, other substantial liabilities and damages and
costs to replace or repair damaged equipment.

We are subject to risks associated with federal and state tax laws and regulations.

Changes in tax law as well as the inherent difficulty in quantif’ing potential tax effects of business decisions could negatively impact our results
of operations. We are required to make judgments in order to estimate our obligations to taxing authorities. These tax obligations include income,
property, sales and use, employment-related and other taxes. We also estimate our ability to utilize tax benefits and tax credits. Due to the
revenue needs of the jurisdictions in which our businesses operate, various tax and fee increases may be proposed or considered. We cannot
predict whether such tax legislation or regulation will be introduced or enacted or the effect of any such changes on our businesses. If enacted,
any changes could increase tax expense and could have a significant negative impact on ow results of operations and cash flows.

We are subject to the risk that our workforce and its knowledge base may become depleted in coming years.

PPL is experiencing an increase in attrition due primarily to the number of retiring employees. Over the period from 2014 through 2018, 23.5% of
PPL’s total workiorce is projected to leave the company, with the risk that critical knowledge will be lost and that it may be difficult to replace
departed personnel due to a declining trend in the number of available skilled workers and an increase in competition for such workers.

(FFL, FFL Energy Supply and LKE)

Risk Related to Registrant Holding Companies

PPL ‘ic, PPL Energy Supply and LKE’s cash flows and ability to meet their obligations with respect to indebtedness and under guarantees,
and PPL ‘s ability to pal’ dividends, largely depends on thefinancial perfornwnce oftheir sitbsidiaries and, as a result, is efftctivety
subordinated to all existing andfuture liabilities of those subsidiaries.

ilL, PPL Energy Supply and LIKE are holding companies and conduct their operations primarily through subsidiaries. Substantially all of the
V VVconsolidated assets of these Registrants are held by such subsidiaries. Accordingly, their cash flows and ability to meet their debt and guaranty

obligations, as well as PPLs ability to pay dividends, are largely dependent upon the earnings of those subsidiaries and the distribution or other
payment of such earnings in the form of dividends, distributions, loans or advances or repayment of loans and advances. The subsidiaries are
separate and distinct legal entities and have no obligation to pay any amounts due from their parents or to make any funds available for such a
payment. The ability of the subsidiaries of the Registrants to pay dividends or distributions to such Registrants in the future will depend on the
subsidiaries’ future earnings and cash flows and the needs of their businesses, and may be restricted by their obligations to holders of their
outstanding debt and other creditors, as well as any contractual or legal restrictions in effect at such time, including the requirements of state
corporate law applicable to payment of dividends and distributions, and regulatory requirements, including restrictions on the ability of PPL
Electric, LG&E and KU to pay dividends under Section 305(a) of the federal Power Act.

Because PPL, PPL Energy Supply and LIKE are holding companies, their debt and guaranty obligations are effectively subordinated to all existing
and future liabilities of their subsidiaries. Therefore, PPL’s, PPL Energy Supply’s and LKE’s rights and the rights of their creditors, including
rights of any debt holders, to participate in the assets of any of their subsidiaries, in the event that such a subsidiary is liquidated or reorganized,
will be subject to the prior claims of such subsidiary’s creditors. Although certain agreements to which certain subsidiaries are parties limit their
ability to incur additional indebtedness, PPL, PPL Energy Supply and LKE and their subsidiaries retain the ability to incur substantial additional
indebtedness and other liabilities. In addition, if PPL elects to receive distributions of earnings from its foreign operations, PPL may incur U.S.
income taxes, net of any available foreign tax credits, on such amounts.
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(PPL, PPL Electric, LKE, LG&E and KU)

Risks Related to Domestic Regulated Utility Operations

Jur domestic regulated utility businesses face many of the same risks, in addition to those risks that are unique to the Kentucky Regulated
segment and the Pennsylvania Regulated segment. Set forth below are risk factors common to both domestic regulated segments, followed by
sections identifying separately the risks specific to each of these segments.

Our profitability is highly dependent on our ability to recover tite costs ofproviding energy and utility services to our customers and earn an
adequate return on our capital investments. Regulators may not approve the rates we request.

We currently provide services to our utility customers at rates approved by one or more federal or state regulatory commissions, including those
conmiissions referred to below. While such regulation is generally premised on the recovery of prudently incurred costs and a reasonable rate of
return on invested capital, the rates that we may charge our regulated generation, transmission and distribution customers are subject to
authorization of the applicable regulatory authorities. There can be no assurance that such regulatory authorities will consider all of our costs to
have been prudently incurred or that the regulatory process by which rates are determined will always result in rates that achieve full recovery of
our costs or an adequate return on our capital investments. While our rates are generally regulated based on an analysis of our costs incurred in a
base year or based on future projected costs, the rates we are allowed to charge may or may not match our costs at any given time. Our regulated
utility businesses are subject to substantial capital expenditure requirements over the next several years, which will likely require rate increase
requests to the regulators. If our costs are not adequately recovered through rates, it could have an adverse effect on our business, results of
operations, cash flows and fmancial condition.

Our domestic utility businesses are subject to signj/kant and complex governmental regulation.

Various federal and state entities, including but not limited to the FERC, KPSC, VSCC, TRA and PUC regulate many aspects of the domestic
utility operations of PPL, including:

• the rates that we may charge and the terms and conditions of our service and operations;
• fmancial and capital structure matters;
• siting, construction and operation of facilities;
• mandatory reliability and safety standards and other standards of conduct;
• accounting, depreciation and cost allocation methodologies;

i tax matters;
affiliate restrictions;

• acquisition and disposal of utility assets and securities; and
• various other matters.

Such regulations or changes thereto may subject us to higher operating costs or increased capital expenditures and failure to comply could result in
sanctions or possible penalties. In any rate-setting proceedings, federal or state agencies, intervenors and other permitted parties may challenge
our rate requests, and ultimately reduce, alter or limit the rates we seek.

We could be subject to higher costs and/or penalties related to mandatory reliability standards.

Under the Energy Policy Act of 2005, owners and operators of the bulk power electricity system are now subject to mandatory reliability
standards promulgated by the NERC and enforced by the FERC. Compliance with reliability standards may subject us to higher operating costs
and/or increased capital expenditures, and violations of these standards could result in substantial penalties which may not be recoverable from
customers.

Cii anges iii transmission and wholesale power market structures could increase costs or reduce revenues.

Wholesale revenues fluctuate with regional demand, fuel prices and contracted capacity. Changes to transmission and wholesale power market
structures and prices may occur in the future, are not predictable and may result in unforeseen effects on energy purchases and sales, transmission
and related costs or revenues. These can include commercial or regulatory changes affecting power pools. exchanges or markets in which PPL
participates.

Our domestic regulated businesses undertake significant capital projects and these activities are subject to unforeseen costs, delays orfailures,
as welt as risk of inadequate recovery ofresulting costs.
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The domestic regulated utility businesses are capital intensive and require significant investments in energy generation (in the case of LG&E and
KU) and transmission, distribution and other infrastructure projects, such as projects for environmental compliance and system reliability. The
completion of these projects without delays or cost overruns is subject to risks in many areas, including:

p approval, licensing and pennifting;
• land acquisition and the availability of suitable land;
• skilled labor or equipment shortages;
• construction problems or delays, including disputes with third party intervenors;
• increases in commodity prices or labor rates;
• contractor performance;
• environmental considerations and regulations;
• weather and geological issues; and
• political, labor and regulatory developments.

Failure to complete our capital projects on schedule or on budget, or at all, could adversely affect our fmancial performance, operations and future
growth if such expenditures are not granted rate recovery by our regulators.

Risks Specific to Kentucky Regulated Segment

(PPL, LKE, LG&E and KU)

The costs ofconq)llance with, and liabilities under, environmental laws are signicant and are subject to continuing changes.

Extensive federal, state and local environmental laws and regulations are applicable to LG&E’s and KUs generation business, including its air
emissions, water discharges and the management of hazardous and solid waste, among other business-related activities; and the costs of
compliance or alleged non-compliance camiot be predicted but could be material. In addition, our costs may increase significantly if the
requirements or scope of enviroimiental laws, regulations or similar rules are expanded or changed. Costs may take the form of increased capital
expenditures or operating and maintenance expenses, monetary fmes, penalties or forfeitures or other restrictions. Many of these environmental
law considerations are also applicable to the operations of our key suppliers, or customers, such as coal producers and industrial power users, and
may impact the costs of their products and demand for our services.

ngoing changes in enviro,,mental regulations or their implementation requirements and our conliance strategies relating thereto entail a
inther ofuncertainties.

The environmental standards governing LG&Es and KIJs businesses, particularly as applicable to coal-fired generation and related activities,
continue to be subject to uncertainties due to ongoing rulemakings and other regulatory developments, legislative activities and litigation. The
uncertainties associated with these developments introduce risks to our management of operations and regulatory compliance. Environmental
developments, including revisions to applicable standards, changes in compliance deadlines and invalidation of rules on appeal may require major
changes in compliance strategies, operations or assets and adjustments to prior plans. Depending on the extent, frequency and timing of such
changes, the companies may be subject to inconsistent requirements under multiple regulatory programs, compressed windows for decision-
making and short compliance deadlines that may require aggressive schedules for construction, permitting, and other regulatory approvals. Under
such circumstances, the companies may face higher risks of unsuccessful implementation of environmental-related business plans, noncompliance
with applicable environmental rules, or increased costs of implementation.

Risks Specific to Pennsylvania Regulated Segment

(FFL and FPL Electric)

We may be subject to higher transmission costs and other risks as a result ofPJM’s regional transmission expansion plan (RTEP) process.
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PJM and the FERC have the authority to require upgrades or expansion of the regional transmission grid, which can result in substantial
expenditures for transmission owners. As discussed in Note $ to the Financial Statements, we expect to make substantial expenditures to

onrtmct the Susquehanna-Roseland transmission line that PJM has determined is necessary for the reliability of the regional transmission
“id. Although the FERC has granted our request for incentive rate treatment of such facilities, we cannot be certain that all costs that we may
xfcur will be recoverable. In addition, the date when these facilities will be in service, which can be significantly impacted by delays related to

public opposition or other factors, is subject to the outcome of future events that are not all within our control. As a result, we cannot predict the
ultimate fmancial or operational impact of this project or other RTEP projects on PPL Electric.

We could be subject to higher costs and/or penalties related to Pennsylvania Conservation and Energy Efficiency Programs.

PPL Electric is subject to Act 129 which contains requirements for energy efficiency and conservation programs and for the use of smart metering
technology, imposes new PLR electricity supply procurement rules, provides remedies for market misconduct, and made changes to the existing
AEPS. The law also requires electric utilities to meet specified goals for reduction in customer electricity usage and peak demand by specified
dates (2011 and 2013 for Phase 1 and by 2016 for Phase 2). Utilities not meeting these requirements of Act 129 are subject to significant penalties
that cannot be recovered in rates. Numerous factors outside of our control could prevent compliance with these requirements and result in
penalties to us.

(PPL)

Risks Related to U.K. Regulated Segment

Our U.K delivery business is subject to risks with respect to rate regulation and operational performance.

Our U.K. delivery business is rate-regulated and operates under an incentive-based regulatory framework. In addition, its ability to manage
operational risk is critical to its fmancial performance. Disruption to the distribution network could reduce profitability both directly through the
higher costs for network restoration and also through the system of penalties and rewards that Ofgem has in place relating to customer service
levels.

Tn December 2009, Ofgem completed its rate review for the five-year period from April 1, 2010 through March 31, 2015, reducing regulatory rate
uncertainty in the U.K. Regulated segment until the next rate review which will be effective April 1, 2015. The regulated income of the U.K.
Regulated segment and also the RAy are to some extent liniced to movements in the Retail Price Index (RPI), a measure of inflation. Reductions
in the RPI would adversely impact revenues and the debt-to-RAV ratio.

ur U.K distribution business exposes us to risks related to U.K laws and regulations, taxes, economic conditions,foreign currency exchange
ratefluctuations, andpolitical conditions andpolicies of the U.K government. Titese risks may reduce the results ofoperationsfrom our U.K
distribution business:

• changes in laws or regulations relating to U.K. operations, including tax laws and regulations;
• changes in government policies, personnel or approval requirements;
• changes in general economic conditions affecting the U.K.;
• regulatory reviews of tariffs for distribution companies;
• severe weather and natural disaster impacts on the electric sector and our assets;
• changes in labor relations;
• limitations on foreign investment or ownership of projects and returns or distributions to foreign investors;
• limitations on the ability of foreign companies to borrow money from foreign lenders and lack of local capital or loans;
• fluctuations in foreign currency exchange rates and in converting U.K. revenues to U.S. dollars, which can increase our expenses andlor

impair our ability to meet such expenses, and difficulty moving funds out of the country in which the funds were earned; and
• compliance with U.S. foreign corrupt practices laws.

The WPD Midlands acquisition may not achieve its intended results, including anticipated cost savings, efficiencies and other benefits.
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Although we completed the WPD Midlands acquisition with the expectation that it will result in various benefits, including a significant amount
of cost savings and other financial and operational benefits, there can be no assurance regarding the extent to which we will be able to realize
these cost-savings or other benefits. Achieving the anticipated benefits, including cost savings, is subject to a number of uncertainties, including
whether the businesses acquired can be operated in the maimer we intend. Events outside of our control, including but not limited to regulatory

(‘“anges or developments in the U.K., could also adversely affect our ability to realize the anticipated benefits from the WPD Midlands
.Cquisition.

Tue WPD Midlands acquisition exposes us to additional risks and uncertainties wit!, respect to the acquired businesses and their operations.

Although the WPD Midlands acquisition increased our relative investment in regulated operations, which we believe should help mitigate our
exposure to downturns in the wholesale power markets, it will increase our dependence on rate-of-return regulation.

The WPD businesses generally are subject to risks similar to those to which we were subject in our pre-acquisition U.K. businesses. These
include:

• 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, including 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 RhO (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.

• 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 change 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 U.K. regulated businesses and PPL.

• 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 U.K. regulated businesses’ investment
programs are targeted to maintain asset conditions over a five-year period and reduce customer interruptions and customer minutes lost over
that period, no assurance can be provided that these regulatory requirements will be met.

A failure by any of our U.K. 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.

• 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 British 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 or repayments of
intercompany loans. 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 British pound sterling basis to a U.S. dollar
basis in accordance with U.S. GAAP requirements.

• Enviromnental costs and liabilities associated with aspects of the acquired businesses may differ from those of our existing business.
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Risks Related to Supply Segment

(PPL and PPL Energy Supply)

‘“eface intense competition in our energy supply business, which may adversely affect our ability to operate profitably.

Unlike our regulated utility businesses, our energy supply business is dependent on our ability to operate in a competitive environment and is not
assured of any rate of return on capital investments through a predetennined rate structure. Competition is impacted by electricity and fuel prices,
new market entrants, construction by others of generating assets and transmission capacity, technological advances in power generation, the
actions of environmental and other regulatory authorities and other factors. These competitive factors may negatively impact our ability to sell
electricity and related products and services, as well as the prices that we may charge for such products and services, which could adversely affect
our results of operations and our ability to grow our business.

We sell our available energy and capacity into the competitive wholesale markets through contracts of varying duration. Competition in the
wholesale power markets occurs principally on the basis of the price of products and, to a lesser extent, on the basis of reliability and
availability. We believe that the commencement of commercial operation of new electricity generating facilities in the regional markets where we
own or control generation capacity and the evolution of demand side management resources will continue to increase competition in the wholesale
electricity market in those regions, which could have an adverse effect on capacity prices and the prices we receive for electricity.

We also face competition in the wholesale markets for electricity capacity and ancillary services. We primarily compete with other electricity
suppliers based on our ability to aggregate supplies at competitive prices from different sources and to efficiently utilize transportation from third-
party pipelines and transmission from electric utilities and ISOs. We also compete against other energy marketers on the basis of relative fmancial
condition and access to credit sources, and our competitors may have greater fmancial resources than we have.

Competitors in the wholesale power markets in which PPL Generation subsidiaries and PPL EnergyPlus operate include regulated utilities,
industrial companies, non-utility generators, competitive subsidiaries of regulated utilities and fmancial institutions.

Adverse changes in commodity prices and related costs may decrease ourfuture energy margins, which could adversely affect our earnings
and cash flows.

Our energy margins. or the amount by which our revenues from the sale of power exceed our costs to supply power, are impacted by changes in
market prices for electricity, fuel, fuel transportation, emission allowances, RECs, electricity transmission and related congestion charges and
other costs. Unlike most commodities, the limited ability to store electric power requires that it must be consumed at the time of production. As a

4 sult, wholesale market prices for electricity may fluctuate substantially over relatively short periods of time and can be unpredictable. Among
- )e factors that influence such prices are:

• demand for electricity;
• supply and demand for electricity available from current or new generation resources;
• variable production costs, primarily fuel (and the associated fuel transportation costs) and emission allowance expense for the generation

resources used to meet the demand for electricity;
• transmission capacity and service into, or out of, markets served;
• changes in the regulatory framework for wholesale power markets;
• liquidity in the wholesale electricity market, as well as general creditworthiness of key participants in the market; and
• weather and economic conditions impacting demand for or the price of electricity or the facilities necessary to deliver electricity.

We do not always hedge against risks associated with electricity andfuelprice volatility.

We attempt to mitigate risks associated with satisfying our contractual electricity sales obligations by either reserving generation capacity to
deliver electricity or purchasing the necessary fmancial or physical products and services through competitive markets to satisfy our net firm sales
contracts. We also routinely enter into contracts, such as fuel and electricity purchase and sale commitments, to hedge our exposure to fuel
requirements and other electricity-related commodities. However, based on economic and other considerations, we may decide not to hedge the
entire exposure of our operations from commodity’ price risk. To the extent we do not hedge against commodity price risk, our results of
operations and fmancial position may be adversely affected.

30



We are exposed to operational, price and credit risks associated with selling and marketingproducts in the wholesale and retail electricity
markets.

We purchase and sell electricity in wholesale markets under market-based tariffs authorized by FERC throughout the U.S. and also enter into
ort-term agreements to market available electricity and capacity from our generation assets with the expectation of profiting from market price

.rnctuations. If we are unable to deliver firm capacity and electricity under these agreements, we could be required to pay damages. These
damages would generally be based on the difference between the market price to acquire replacement capacity or electricity and the contract price
of any undelivered capacity or electricity. Depending on price volatility in the wholesale electricity markets, such damages could be
significant. Extreme weather conditions, unplanned generation facility outages, environmental compliance costs, transmission disruptions, and
other factors could affect our ability to meet our obligations, or cause significant increases in the market price of replacement capacity and
electricity.

Our wholesale power agreements typically include provisions requiring us to post collateral for the benefit of our counterparties if the market
price of energy varies from the contract prices in excess of certain pre-determined amounts. We currently believe that we have sufficient credit to
fulfill our potential collateral obligations under these power contracts. However, our obligation to post collateral could exceed the amount of our
facilities or our ability to increase our facilities could be limited by financial markets or other factors. See Note 7 to the Financial Statements for a
discussion of PPLs credit facilities.

We also face credit risk that parties with whom we contract in both the wholesale and retail markets will default in their performance, in which
case we may have to sell our electricity into a lower-priced market or make purchases in a higher-priced market than existed at the time of
contract. Whenever feasible, we attempt to mitigate these risks using various means, including agreements that require our counterparties to post
collateral for our benefit if the market price of energy varies from the contract price in excess of certain pre-determined amounts. However, there
can be no assurance that we will avoid counterparty nonperformance risk, including bankruptcy, which could adversely impact our ability to meet
our obligations to other parties, which could in turn subject us to claims for damages.

The toadfollowing contracts that PPL Energi’Ptus is awarded do notprovidefor specific levels oftoad and actual load signjJIcantly below or
above ourforecasts could adversely affect our energy margins.

We generally hedge our load following obligations with energy purchases from third parties, and to a lesser extent with our own generation. If the
actual load is significantly lower than the expected load, we may be required to resell power at a lower price than was contracted for to supply the
load obligation, resulting in a financial loss. Alternatively, a significant increase in load could adversely affect our energy margins because we are
required under the terms of the load following contracts to provide the energy necessary to fulfill increased demand at the contract price, which
could be lower than the cost to procure additional energy on the open market. Therefore, any significant decrease or increase in load compared

our forecasts could have a material adverse effect on our results of operations and fmancial position.

‘We may experience disruptions in ourfuel siipplp, which could adversely affect our ability to operate our generationfacilities.

We purchase fuel from a number of suppliers. Disruption in the delivery of fuel and other products consumed during the production of electricity
(such as coal, natural gas, oil, water, uranium, lime, limestone and other chemicals), including disruptions as a result of weather, transportation
difficulties, global demand and supply dynamics, labor relations, environmental regulations or the fmancial viability of our fuel suppliers, could
adversely affect our ability to operate our facilities, which could result in lower sales andlor higher costs and thereby adversely affect our results
of operations.

Unforeseen chaiiges in the price ofcoal and natural gas could cause us to incur excess coal inventories and contract termination costs.

Extraordinarily low natural gas prices during 2012 caused natural gas to be the more cost competitive fuel compared to coal for generating
electricity. Because we enter into guaranteed supply contracts to provide for the amount of coal needed to operate our base load coal-fired
generating facilities, we may experience periods where we hold excess amounts of coal if fuel pricing results in our reducing or idling coal-fired
generating facilities in favor of operating available alternative natural gas-fired generating facilities. In addition, we may incur costs to terminate
supply contracts for coal in excess of our generating requirements.

Our risk nianagenient policy andprograms relating to electricity andfuelprices, interest rates and counterparty credit and non-performance
risks may not work as planned, and we may suffer economic tosses despite such programs.
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We actively manage the market risk inherent in our generation and energy marketing activities, as well as our debt and counterparty credit
positions. We have implemented procedures to monitor compliance with our risk management policy and programs, including independent
validation of transaction and market prices, verification of risk and transaction limits, portfolio stress tests, sensitivity analyses and daily portfolio
eporting of various risk management metrics. Nonetheless, our risk management programs may not work as planned. For example, actual

ctricity and fuel prices may be significantly different or more volatile than the historical trends and assumptions upon which we based our risk
ianagement calculations. Additionally, unforeseen market disruptions could decrease market depth and liquidity, negatively impacting our
ability to enter into new transactions. We enter into fmancial contracts to hedge commodity basis risk, and as a result are exposed to the risk that
the correlation between delivery points could change with actual physical delivery. Similarly, interest rates or foreign currency exchange rates
could change in significant ways that our risk management procedures were not designed to address. As a result, we cannot always predict the
impact that our risk management decisions may have on us if actual events result in greater losses or costs than our risk models predict or greater
volatility in our earnings and fmancial position.

In addition, our trading, marketing and hedging activities are exposed to counterpart)’ credit risk and market liquidity risk. We have adopted a
credit risk management policy and program to evaluate counterparty credit risk. However, if counterparties fail to perform, we may be forced to
enter into alternative arrangements at then-current market prices. In that event, our fmancial results are likely to be adversely affected.

Our costs to comply wit!, existing and new enviroi,,nental laws are expected to continue to be signjficant, and we plan to incur signjficant
capital expenditures for pollution control improvements that, fdelayed, would adversely affect our profitability and liquidity.

Our business is subject to extensive federal, state and local statutes, rules and regulations relating to environmental protection. To comply with
existing and future environmental requirements and as a result of voluntary pollution control measures we may take, we have spent and expect to
spend substantial amotmts in the future on environmental control and compliance.

In order to comply with existing and previously proposed federal and state environmental laws and regulations primarily governing air emissions
from coal-fired plants, since 2005 PPL has spent more than $1.6 billion to install scrubbers and other pollution control equipment (primarily
aimed at sulfur dioxide, particulate matter and nitrogen oxides with co-benefits for mercury emissions reduction) in its competitive generation
fleet. Many states and environmental groups have challenged certain federal laws and regulations relating to air emissions as not being
sufficiently strict. As a result, state and federal regulations have been adopted that would impose more stringent restrictions than are currently in
effect, which could require us significantly to increase capital expenditures for additional pollution control equipment.

We may not be able to obtain or maintain all environmental regulatory approvals necessary for our planned capital projects which are necessary to
our business. If there is a delay in obtaining any required environmental regulatory approval or if we fail to obtain, maintain or comply with any
such approval, operations at our affected facilities could be halted, reduced or subjected to additional costs. Furthermore, at some of our older

nerating facilities it may be uneconomic for us to install necessary pollution control equipment, which could cause us to retire those units.

For more inlormation regarding environmental matters, including existing and proposed federal, state and local statutes, rules and regulations to
which we are subject, see Environmental Matters - Domestic” in Note 15 to the Financial Statements.

We rely on tra,;smjssion and djstributio,, assets that we do not own or control to deliver our wholesale electridilj’. Iftransmission is disrupted,
or not operated efficiently, or if capacity is inadequate, our ability to sell and deliver power may be hindered.

We depend on transmission and distribution facilities owned and operated by utilities and other energy companies to deliver the electricity and
natural gas we sell in the wholesale market, as well as the natural gas we purchase for use in our electricity generation facilities. If transmission is
disrupted (as a result of weather, natural disasters or other reasons) or not operated efficiently by ISOs and RTOs, in applicable markets, or if
capacity is inadequate, our ability to sell and deliver products and satisfy our contractual obligations may be hindered, or we may be unable to sell
products at the most favorable terms.

The FERC has issued regulations that require wholesale electric transmission services to be offered on an open-access, non-discriminatory
basis. Although these regulations are designed to encourage competition in wholesale market transactions for electricity, there is the potential that
fair and equal access to transmission systems will not be available or that transmission capacity will not be available in the amounts we
require. We caimot predict the timing of industry changes as a result of these initiatives or the adequacy of transmission facilities in specific
markets or whether ISOs and RTOs in applicable markets will efficiently operate transmission networks and provide related services.
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Despitefederal and state deregulation initiatives, our supply business is still subject to extensive regulation, which may increase our costs,
/ ‘Nduce our revenues, orprevent or delay operation ofoitrfacilities.

Our generation subsidiaries sell electricity into the wholesale market. Generally, our generation subsidiaries and our marketing subsidiaries are
subject to regulation by the FERC. The FERC has authorized us to sell generation from our facilities and power from our marketing subsidiaries
at market-based prices. The FERC retains the authority to modif’ or withdraw our market-based rate authority and to impose ‘cost of service”
rates if it determines that the market is not competitive, that we possess market power or that we are not charging just and reasonable rates. Any
reduction by the FERC in the rates we may receive or any unfavorable regulation of our business by state regulators could materially adversely
affect our results of operations. See “FERC Market-Based Rate Authority’ in Note 15 to the Financial Statements for information regarding
recent court decisions that could impact the fERC’s market-based rate authority program.

In addition, the acquisition, construction, ownership and operation of electricity generation facilities require numerous permits, approvals, licenses
and certificates from federal, state and local governmental agencies. We may not be able to obtain or maintain all required regulatory
approvals. If there is a delay in obtaining any required regulatory approvals or if we fail to obtain or maintain any required approval or fail to
comply with any applicable law or regulation, the operation of our assets and our sales of electricity could be prevented or delayed or become
subject to additional costs.

Ifmarket deregulation is reversed or discontinued, our business prospects andfinancial condition could be materially adversely afftctetL

In some markets, state legislators, government agencies and other interested parties have made proposals to change the use of market-based
pricing, re-regulate areas of these markets that have previously been competitive or permit electricity delivery companies to construct, contract
for, or acquire generating facilities. The ISOs that oversee the transmission systems in certain wholesale electricity markets have from time to
time been authorized to impose price limitations and other mechanisms to address extremely high prices in the power markets. These types of
price limitations and other mechanisms may reduce profits that our wholesale power marketing and trading business would have realized under
competitive market conditions absent such limitations and mechanisms. Although we generally expect electricity markets to continue to be
competitive, other proposals to re-regulate our industry may be made, and legislative or other actions affecting the electric power restructuring
process may cause the process to be delayed, discontinued or reversed in states in which we currently, or may in the future, operate. See “New
Jersey Capacity Legislation and “Maryland Capacity Order” in Note 15 to the Financial Statements.

Changes in technology may negatively impact the value ofour power plants.

basic premise of our generation business is that generating electricity at central power plants achieves economies of scale and produces
electricity at relatively low prices. There are alternate technologies to produce electricity, most notably fuel cells, micro turbines, windmills and
photovoltaic (solar) cells, the development of which has been expanded due to global climate change concerns. Research and development
activities are ongoing to seek improvements in alternate technologies. It is possible that advances will reduce the cost of alternate methods of
electricity production to a level that is equal to or below that of certain central station production. Also, as new technologies are developed and
become available, the quantity and pattern of electricity usage (the “demand”) by customers could decline, with a corresponding decline in
revenues derived by generators. These alternative energy sources could result in a decline to the dispatch and capacity factors of our plants. As a
result of all of these factors, the value of our generation facilities could be significantly reduced.

We are subject to certain risks associated with nuclear generation, including the risk that our Susquehanna nuclear plant could beconte
sitbject to increased security or safely requirements that would increase capital and operating expenditures, uncertainties regarding spent
nitclearfuel, and uncertainties associated with decomndssioning our plant at the end of its licensed ljfe.

Nuclear generation accounted for about 31% of our 2012 generation output. The risks of nuclear generation generally include:

• the potential harmful effects on the enviromnent and human health from the operation of nuclear facilities and the storage, handling and
disposal of radioactive materials;

• limitations on the amounts and types of insurance commercially available to cover losses and liabilities that might arise in connection with
nuclear operations; and

• uncertainties with respect to the technological and fmancial aspects of decommissioning nuclear plants at the end of their licensed lives. The
licenses for our two nuclear units expire in 2042 and 2044. See Note 21 to the Financial Statements for additional information on the ARO
related to the decommissioning.
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The NRC has broad authority under federal law to impose licensing requirements, including security, safety and employee-related requirements
for the operation of nuclear generation facilities. In the event of noncompliance, the NRC has authority to impose fmes or shut down a unit, or
both, depending upon its assessment of the severity of the situation, until compliance is achieved. In addition, revised security or safety

,,,.,requirements promulgated by the NRC could necessitate substantial capital or operating expenditures at our Susquehanna nuclear plant. There
“iso remains substantial uncertainty regarding the temporary storage and permanent disposal of spent nuclear fuel, which could result in
ibstantial additional costs to PPL that cannot be predicted. In addition, although we have no reason to anticipate a serious nuclear incident at our
Susquehanna plant, if an incident did occur, any resulting operational loss, damages and injuries could have a material adverse effect on our
results of operations, cash flows and fmancial condition. See Note 15 to the Financial Statements for a discussion of nuclear insurance.

ITEM lB. UNRESOLVED STAFF COMMENTS

PPL Corporation, PPL Energy Supply, LLC, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and
Electric Company and Kentucky Utilities Company

None.
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ITEM 2. PROPERTIES

PPL, LKE, LG&E and KU)

entucky Regulated Segment

LG&E’s and KU’s properties consist primarily of regulated generation facilities, electric transmission and distribution assets and natural gas
transmission and distribution assets in Kentucky. The electric generating capacity at December 31, 2012 was:

Total 10,694 8,187 3.354 4,833

(a) LG&E and KU’s properties are prhnarily located in Kentucky, wills the exception of the units owned by OVEC. Clifly Creek ia located in Indiana and Kyger Cceek is located in
Ohio.

(b) The capacity of gsneration units is based on a number of factors, including the operating experience and physical conditions of the units, and may be revised periodically to
reflect changed circmnstances.

(c) TCI and TC2 are jointly owned with Illinois Municipal Electric Agency and Indians Municipal Power Agency. Each owner is entitled to its proportionate share of the units’
total output and funds its proportionate share of capital, fuel and other operating costs. See Note 14 to the Financial Statements for additional information.

(d) Tlsis unit is owned by OVEC. LKE has a power purchase agreement that entitles LKE to its proportionate share of the unit’s total output and LKE fimds its proportionate share
of fuel and oilier operating costs. See Note 15 to the Financial Statements for additional infonnation.

(e) This susit was retired in Febmniy 2013. See Note 8 to the Financial Statements for additional infonnstion.
(I) includes a leasehold interest. See Note 11 to the Financial Statements for additional infonnation.
(g) There is an inlet sir cooling system attributable to these units. This inlet aft cooling system is not jointly owned; however, it is used to increase production on tIme units to winch

it relates, resuhing in an sdditional 10 MW ofcspscity for LG&E and an additional 88 MW of capacity for KU.

For a description of LG&E’s and KU’s service areas, see “Item 1. Business - Background.” At December 31, 2012, LG&E’s transmission system
included in the aggregate, 45 substations (32 of which are shared with the distribution system) with a total capacity of 7 million kVA and 917
circuit miles of lines. LG&E’s distribution system included 97 substations (32 of which are shared with the transmission system) with a total
capacity of 5 million kVA, 3,908 miles of overhead lines and 2,390 miles of underground wires. KU’s transmission system included 134
substations (55 of which are shared with the distribution system) with a total capacity of 13 million kVA and 4,079 circuit miles of lines. KU’s
distribution system included 480 substations (55 of which are shared with the transmission system) with transformer capacity of 7 million kVA,
14,134 miles of overhead lines and 2,299 miles of underground conduit.

LKE LG&E KU

Total MW Ownership or Ownership or Ownership or
Capacity (b) Lease Interest Lease Interest Lease Interest

Primary Fuel/Plant (a) Summer in MW % Ownership in MW % Ownership in MW

Coal
Gbeot 1,932 1,932 100.00 1,932
Mill Creek 1,472 1,472 100.00 1,472
E.W. Brown - Units 1-3 684 684 100.00 684
Cane Run - Units 4-6 563 563 100.00 563
Trimble County - Unit 1 (c) 511 383 75.00 383
Trimble County - Unit 2 (c) 732 549 14.25 104 60.75 445
Green River 163 163 100.00 163
OVEC - Clifly Creek (d) 1,304 106 5.63 73 2.50 33
OVEC - Kyger Creek (d) 1,086 88 5.63 61 2.50 27
Tyrone(e) 71 71 100.00 71

8,518 6,011 2,656 3,355
Natural Gas/Oil

E.W. Brown Unit S (t)(g) 132 132 53.00 69 47.00 63
E.W. nrown Units 6-7(f) 292 292 38.00 111 62.00 181
E.W. Brown Units 8-11 (g) 486 486 100.00 486
Trhnble County Units 5-6 314 314 29.00 91 71.00 223
Tninble County Units 7-10 628 628 37.00 232 63.00 396
Paddy’s Rim Units 11-12 35 35 100.00 35
Psddy’sRunUnitl3 147 147 53.00 78 47.00 69
Hsefling 36 36 100.00 36
Zom 14 14 100.00 14

a CaneRsmUnitll 14 14 100.00 14
2,098 2,098 644 1,454

ilydro
Ohio Falls 54 54 100.00 54
Dix Damn 24 24 100.00 24

78 78 54 24
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LG&E’s natural gas transmission system includes 4,272 miles of gas distribution mains and 388 miles of gas transmission mains, consisting of 255
miles of gas transmission pipeline, 124 miles of gas transmission storage lines, 6 miles of gas combustion turbine lines and 3 miles of gas
transmission pipeline in regulator facilities. Five underground natural gas storage fields, with a total working natural gas capacity of
approximately 15 Bcf, are used in providing natural gas service to ultimate consumers. KU’s service area includes an additional 11 miles of gas

smission pipeline providing gas supply to natural gas combustion turbine electrical generating units.

Substantially all of LG&E’s and KU’s respective real and tangible personal property located in Kentucky and used or to be used in connection with
the generation, transmission and distribution of electricity and, in the case of LG&E, the storage and distribution of natural gas, is subject to the
lien of either the LG&E 2010 Mortgage Indenture or the KU 2010 Mortgage Indenture. See Note 7 to the financial Statements for additional
information.

LG&E and KU continuously reexamine development projects based on market conditions and other factors to determine whether to proceed with
the projects, sell, cancel or expand them or pursue other options. At December 31, 2012, LG&E and KU planned to implement the following
incremental capacity increases and decreases at the following plants located in Kentucky.

LG&E KU
Total Net Date of

Summer MW Thcremental
Capacity (a) Ownership or Ownership or Capacity
Increase I Lease Interest Lease Interest Increase!

Primary Fuel/Plant (Decrease) % Ownership in MW % Owsiership in MW Decrease

Coal
Cane Run - Units 4-6 - (b) (563) 100.00 (563) 2015
GreenRiver-(b) (163) 100.00 (163) 2015
Tyrone-(c) (71)

_______________

100.00 (71) 2013
Total Capacity Decreases (797) (563) (234)

Natural Gas
Cane Run - Unit 7(d) 640 22.00 141 78.00 499 2015

(a) The capacity of generating units is based on a nmnber of factors, including the operating experience and physical condition of the units, and may be revised periodically to reflect
changed circumstances.

(b) LG&E and KU anticipate retiring these units by the end of 2015. See Notes 8and 15 to the Financial Statements for additional infonnation.
(c) KU retired this unit in Febnmiy 2013. See Note 8 to the Financial Statements for additional infonnation.

C
In May 2012, LG&E and KU received approval to build this unit at the existing Cane Run site. See Note 8 to the Financial Statements for additional information.

.PPL)

U.K. Regulated Segment

For a description of WPDs service territory, see ‘Item 1. Business - Background.” At December 31, 2012, ‘WPD had electric distribution lines in
public streets and highways pursuant to legislation and rights-of-way secured from property owners. WPD’s distribution system in the U.K.
includes 1,592 substations with a total capacity of 68 million kVA, 57,472 circuit miles of overhead lines and 79,755 cable miles of underground
conductors.

(PPL and PPL Electric)

Pennsylvania Regulated Segment

For a description of PPL Electric’s service territory, see “Item 1. Business - Background.” At December 31, 2012, PPL Electric had electric
transmission and distribution lines in public streets and highways pursuant to franchises and rights-of-way secured from property owners. PPL
Electric’s transmission system includes 61 substations with a total capacity of 18 million kVA and 3,973 pole miles in service. PPL Electric’s
distribution system includes 339 substations with a total capacity of 12 million kVA, 37,031 circuit miles of overhead lines and 8,098 cable miles
of underground conductors in service. All of PPL Electric’s facilities are located in Pennsylvania. Substantially all of PPL Electric’s distribution
properties and certain transmission properties are subject to the lien of the PPL Electric 2001 Mortgage Indenture.

See Note 8 to the financial Statements for information on the Regional Transmission Line Expansion Plan.
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(PPL and FPL Energy Supply)

Supply Segment

Energy Supply’s electric generating capacity (summer rating) at December 31, 2012 was:

PPL Energy Supply’s
Ownership or

Primary Fuel/Plant Total MW Capacity (a) % Ownership Lease Interest in MW (a) Location

Natural Gas/Oil
Martins Creek 1,745 100.00 1,745 Pennsylvania
Ironwood 665 100.00 665 Pennsylvania
Lower Mt. Bethel 543 100.00 543 Pennsylvania
Combustion turbines 363 100.00 363 Pennsylvania

3,316 3,316

Coal
Montour 1,518 100.00 1,518 Pennsylvania
Bmnner Island 1,455 100.00 1,455 Pennsylvania
Colstrip Units I & 2 (b) 614 50.00 307 Montana
Conemattgh (c) 1,749 16.25 284 Pennsylvania
Colsliip Unit 3 (b) 740 30.00 222 Montana
Keystone (c) 1,714 12.34 212 Pennsylvania
Corette 153 100.00 153 Rlontana

7,943 4,151

Nuclear
Susquehanna (c) 2,528 90.00 2,275 Pennsylvania

Bydro
Various 604 100.00
Various 175 100,00

779

61
9

70

14,636

61
9

70

10,591

604 Montana

J.... Pennsylvania
779

(a) Tlte capacity of generation ttnits is based on a number of factors, incltiding the operating experience and physical conditions of the units, and may be revised periodically to
reflect changed circumstances.

(b) Represents tlte leasehold interest held by PPL Montana. See Note 11 to the Financial Statements for additional information.
(c) This unit isjointly owned. Each owner is entitled to its proportionate share of the units total otttput and hinds its proportionate share of fuel and other operating costs. See Note

141o the financial Statements for additional infonnation.
(d) lnchtdes facilities owned, controlled or for which PPL Energy Supply lisa the rights 10 the output.

Amounts guaranteed by PPL Montour and PPL Bruiiner Island in connection with an $800 million secured energy marketing and trading facility
are secured by liens on the generating facilities owned by PPL Montour and PPL Brunner Island. See Note 7 to the Financial Statements for
additional information.

PPL Energy Supply from time to time reexamines development projects 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 15 to the Financial
Statements for information on PPL Energy Supply’s intention, beginning in April 2015, to place its Corette plant in long-term reserve status. At
December 31, 2012, PPL Energy Supply subsidiaries planned to implement the following incremental capacity increases.

Qualifying Facilities
Renewables (d)
Renewables

Total

100.00
100.00

Pennsylvania
Various
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PPL Energy Supply Expected
Total MW Ownership or Lease In-Service

Primary FueUPlaut Location Capacity (a) Interest in MW Date (b)

ydro
Holtwood (c) Pennsylvania 125 125 (100%) 2013
Great falls (d) Montana 28 2$ (100%) 2013

Total 153 153

(a) The capacity of generatmg units is based on a number of factors, including the operating experience and physical condition of the units, and may be revised periodically to reflect
changed circumstances.

(b) The expected in-service dates are subject to receipt of required approvals, pennits and other contingencies.
(c) This project includes installation of two additional large turbine-generators and the replacement of four existing runners.
(d) This project involves construction of a new powerhouse and retirement of the exiting powerhouse.

ITEM 3. LEGAL PROCEEDINGS

See Notes 5, 6 and 15 to the Financial Statements for information regarding legal, tax litigation, regulatory and environmental proceedings and
mailers.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable.
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PART II

ITEMS. MARKET FOR THE REGISTRANT’S COMMON EQUITY,

RELATED STOCKHOLDER MATTERS AND

ISSUER PURCHASES OF EQUITY SECURiTIES

See “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations - Financial Condition - Liquidity and
Capital Resources - Forecasted Uses of Cash” for information regarding certain restrictions on the ability to pay dividends for PPL, LKE, LG&E
and KU.

PPL Corporation

Additional information for this item is set forth in the sections entitled “Quarterly Financial, Common Stock Price and Dividend Data,” “Item 12.
Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters” and “Shareowner and Investor Information”
of this report. At Januaty 31, 2013, there were 66,130 common stock shareowners of record.

Issuer Purchase of Equity Securities during the Fourth Quarter of 2012:

(a) (b) (c) (d)

Maximum Number (or
Approximate Dollar

Total Number of Value) of Shares
Shares (or Units) (or Units) that May

Total Number of Average Price Purchased as Part of Yet Be Purchased
Shares (or Units) Paid per Share Publicly Announced Under the Plans

‘enod Purchased (1) (or Unit) Plans of Programs or Programs (1)
)ctober I to October 31, 2012
Jovember I to November 30, 2012 4,665 $29.35
)ecember 1 to December 31, 2012
‘otal 4,665 $29.35

(1) Represents shares of common stock withheld by PPL at the request of its executive officers to pay income taxes tipon the vesting of the officers restricted stock awards, as
permitted under the terms of PPLs ICP and TCPKE.

cPL Energy Supply, LLC

There is no established public trading market for PPL Energy Supply’s membership interests. PPL Energy Funding, a direct wholly owned
subsidiary of PPL, owns all of PPL Energy Supply’s outstanding membership interests. Distributions on the membership interests will be paid as
determined by PPL Energy Supply’s Board of Managers.

PPL Energy Supply made cash distributions to PPL Energy Funding of $787 million in 2012 and $316 million in 2011. See Note 9 to the
Financial Statements regarding the distribution, including $325 million of cash, of PPL Energy Supply’s membership interests in PPL Global to
PPL Energy funding in January 2011.

PPL Electric Utilities Corporation

There is no established public trading market for PPL Electric’s coimnon stock, as PPL owns 100% of the outstanding common shares. Dividends
paid to PPL on those common shares are determined by PPL Electric’s Board of Directors. PPL Electric paid conmion stock dividends to PPL of
$95 million in 2012 and $92 million in 2011.

LG&E and KU Energy LLC

There is no established public trading market for LKE’s membership interests. PPL owns all of LKE’s outstanding membership
interests. Distributions on the membership interests will be paid as determined by LKE’s Board of Directors. LKE made cash distributions to PPL
of $155 million in 2012 and $533 million in 2011 (including $248 million from the proceeds of a note issuance).

Louisville Gas and Electric Company

There is no established public trading market for LG&E’s common stock, as LKE owns 100% of the outstanding common shares. Dividends paid
to LKE on those common shares are determined by LG&E’s Board of Directors. LG&E paid common stock dividends to LKE of $75 million in
2012 and $83 million in 2011.
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Kentucky Utilities Company

There is no established public trading market for KU’s common stock, as LICE owns 100% of the outstanding common shares. Dividends paid to
LKE on those common shares are determined by KU’s Board of Directors. KU paid common stock dividends to LICE of $100 million in 2012 and

million in 2011.
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ITEM 6. SELECTED FINANCIAL AND OPERATING DATA

(a) The earnings each year were affected by aeveral itema that management conaiders special. See “Resstlts of Operations - Segment Results” in “hem 7. Management’s Discussion
and Analysis of Financial Condition and Results of Operations” for a description of special items in 2012, 2011 and 2010. The earnings were also affected by the sales of
various businesses. See Note 9 to the Financial Statetnents for a discussion of discontinued operations in 2012, 2011 and 2010.

(1,) See “Item 1A. Risk Factors” and Notes 6 and 15 to the Financial Statetnents for a discussion of uncertainties that could affect PPL’s hiture fmancisl condition.
(c) Includes WPD Midlands activity since its April 1,2011 acquisition date. Includes LKE activity since its Novetnber 1,2010 acquisition date.
(d) As of each respective year-end.
(e) Cotnputed using eamings and fixed charges of PPL and its subsidiaries. Fixed charges consist of interest on short- and long-term debt, amortization of debt discount, expense

and premimn - net, other interest charges, the estimated interest cotnponent of operating rentals and preferred secsinties distributions of subsidiaries. See Exhibit 12(a) for
additional infonnation.

(I) Based on diluted EPS.
(g) Based on year-end snarket prices.
(h) The electric energy supplied cltanges in 2010 reflect the expiration of the PLR contract between PPL EnergyPlus and PPL Electric as of December 31, 2009.
(i) GWb are included until the transaction closing for facilities that were sold.
0) Prior period volmnes were restated to include smbilled volsunes.
(k) Year 2011 includes eight months of deliveries associated with the acqsnsition of WPD Midlands as vohsnes are reported on a one-tnonth lag.

PPL Corporation (a) (b) 2012 (c) 2011 (c) 2010 (c) 2009 2008

43,634
652

19,476
18

10,480
30,626

S 12,286 $ 12,737 $ 8,521 $ 7,449 $ 7,857
3,109 3,101 1,866 896 1,703

1,532 1,493 857
1,526 1,495 930

21,405
679

7,838
319

5,077
13,913

16.88
3.1

42,648
578

17,993
268

10,828
29,667

13.76
2.9

14.93
3.1

f’’\icome
Items (in millions)

Operating revenues
Operating income
Income from continuing operations after income taxes

attributable to PPL shareowners 955 414
Net income attributable to PPL shareowners 938 407

Balance Sheet Items (in millions) (d)
Total assets 32,837 22,165
Short-term debt 694 639
Long-term debt 12,663 7,143
Noncontrolling interests 268 319
Common equity 8,210 5,496
Total capitalization 21,835 13,597

Financial Ratios
Return on average cotmnon equity - % 13.26 7.48

Ratio of earnings to fixed charges (e) 2.7 1.9
Common Stock Data

Number of shares outstanding - Basic (in thousands)
Year-end 578,405 483,391 377,183 374,581
Weighted-average 550,395 431,345 376,082 373,626

Income from continuing operations afler income taxes
available to PPL common shareowners - Basic EPS $ 2.70 $ 2.21 $ 1.10 $ 2.28

Income from continuing operations after income taxes
available to PPL common shareowners - Diluted EPS 5 2.61 $ 2.70 $ 2.20 $ 1.10 $ 2.28

Net income available to PPL common shareowners -

Basic EPS 5 2.61 $ 2.71 $ 2.17 $ 1.08 $ 2.48
Net income available to PPL common shareowners -

DilutedEPS 5 2.60 $ 2.70 $ 2.17 $ 1.08 $ 2.47

C’Dividends

declared per share of common stock 5 1.44 $ 1.40 $ 1.40 $ 1.38 $ 1.34
)ook value per share (d) S 18.01 $ 18.72 $ 16.98 $ 14.57 $ 13.55
Market price per share (d) S 28.63 $ 29.42 $ 26.32 $ 32.31 $ 30.69
Dividend payout ratio - % (0 55 52 65 128 54
Dividend yield - % (g) 5.03 4.76 5.32 4.27 4.37
Price earnings ratio (1) (g) 11.01 10.89 12.13 29.92 12.43

Sales Data - GWh
Dotnestic - Electric energy supplied - retail (h) 42,379 40,147 14,595 38,912 40,374
Domestic - Electric energy supplied - wholesale (h) (i) 56,302 65,681 75,489 38,988 42,712
Domestic - Electric energy delivered - retail (j) 66,931 67,806 42,463 36,689 38,013
U.K. - Electric energy delivered (k) 77,467 58,245 26,820 26,358 27,724

581,944
580,276

S 2.62
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ifEM 6. SELECTED FINANCIAL AND OPERATING DATA

PPL Energy Supply, LLC, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and
entucky Utilities Company

Item 6 is omitted as PPL Energy Supply, PPL Electric, LKE, LG&E and KU meet the conditions set forth in General Instructions (I)( I )(a) and (b)
of Form 10-K.
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PPL CORPORATION AND SUBSIDIARIES

Item 7. Management’s Discussion and Analysis of financial Condition and Results of Operations

The information provided in this Item 7 should be read in conjunction with PPL’s Consolidated Financial Statements and the accompanying
Notes. Capitalized terms and abbreviations are defmed in the glossary. Dollars are in millions, except per share data, unless otherwise noted.

‘Management’s Discussion and Analysis of Financial Condition and Results of Operations” includes the following information:

• “Overview” provides a description of PPL and its business strategy, a summary of Net Income Attributable to PPL Shareowners and a
discussion of certain events related to PPL’s results of operations and fmancial condition.

• “Results of Operations” provides a sunmlaiy of PPL’s earnings, a review of results by reportable segment and a description of key factors
by segment expected to impact future earnings. This section ends with explanations of significant changes in principal items on PPL’s
Statements of Income, comparing 2012 with 2011 and 2011 with 2010.

• “Financial Condition - Liquidity and Capital Resources” provides an analysis of PPL’s liquidity position and credit profile. This section
also includes a discussion of forecasted sources and uses of cash and rating agency actions.

• “Financial Condition - Risk Management - Energy Marketing & Trading and Other” provides an explanation of PPL’s risk management
programs relating to market and credit risk.

• “Application of Critical Accounting Policies” provides an overview of the accounting policies that are particularly important to the
results of operations and fmancial condition of PPL and that require its management to make significant estimates, assumptions and other
judgments of matters inherently uncertain.

Overview

Introduction

PPL is an energy and utility holding company with headquarters in Allentown, Pennsylvania. Through subsidiaries, PPL generates electricitya om power plants in the northeastern, northwestern and southeastern U.S., markets wholesale and retail energy primarily in the northeastern and
2brthwestern portions of the U.S., delivers electricity to customers in Pennsylvania, Kentucky, Virginia, Tennessee and the U.K. and delivers
hatural gas to customers in Kentucky.

PPL’s principal subsidiaries are shown below (* denotes an SEC registrant):
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PPL’s overall strategy is to achieve stable, long-term growth in its regulated electricity delivery businesses through efficient operations and strong
customer and regulatory relations, and disciplined optimization of energy supply margins in its energy supply business while mitigating volatility
in both cash flows and earnings. In pursuing this strategy, PPL acquired LIKE in November 2010 and WPD Midlands in April 2011. These
acquisitions have reduced PPL’s overall business risk profile and reapportioned the mix of PPL’s regulated and competitive businesses by
increasing the regulated portion of its business. Each of the rate-regulated businesses plans to make material capital investments over the next
several years to improve infrastructure and customer reliability. As a result of these acquisitions, approximately 71% of PPL’s assets were in its
regulated businesses at December 31, 2012 and approximately 73% of ‘Net Income Attributable to PPL Shareoners” was from regulated‘ businesses for the year ended December 31, 2012.

increase in regulated assets is expected to provide earnings stability through regulated returns on equity and the ability to recover costs of
capital investments, in contrast to the competitive energy supply business where earnings and cash flows are subject to commodity market
volatility.

Results for periods prior to the acquisitions of LKE and WPD Midlands are not comparable with, or indicative of, results for periods subsequent to
the acquisitions.

With the acquisition of WPD Midlands, PPL has a higher proportion of overall earnings subject to foreign currency translation risk. The U.K.
subsidiaries also have currency exposure to the U.S. dollar to the extent they have U.S. dollar denominated debt. To manage these risks, PPL
generally uses contracts such as forwards, options and cross currency swaps that contain characteristics of both interest rate and foreign currency
exchange contracts.

PPL’s strategy for its energy supply business is to optimize the value from its competitive generation and marketing portfolio. PPL endeavors to
do this by matching energy supply with load, or customer demand, under contracts of varying durations with creditworthy cotmterparties to
capture profits while effectively managing exposure to energy and fuel price volatility, counterparty credit risk and operational risk.

To manage financing costs and access to credit markets, a key objective of PPL’s business strategy is to maintain a strong credit profile and strong
liquidity position. In addition, PPL has financial and operational risk management programs that, among other things, are designed to monitor and
manage its exposure to earnings and cash flow volatility related to changes in energy and fuel prices, interest rates, counterparty credit quality and
the operating performance of its generating units.

Business Strategy
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financial and Operational Developments

Net Income Attributable to PPL Shareowners

Income Attributable to PPL Shareowners for the years ended December 31 by segment and in total was:

2012 2011 2010

Kentucky Regulated (a) $ 177 $ 221 $ 26
U.K. Regulated (b) $03 325 261
Pennsylvania Regulated 132 173 115
Supply 414 776 612
Corporate and Other (c)

_________________ _________________

(76)

Net Income Attributable to PPL Shareowners $ 1,526 $ 1,495 $ 93$

EPS - basic $ 2.61 $ 2.71 $ 2.17
EPS - diluted $ 2.60 $ 2.70 $ 2.17

(a) LKE was acquired on November 1,2010. Therefore, 2012 and 2011 include a hill year of LKE results, while 2010 incltides two months of LKE results.
(5) WPD Midlands was acquired on April 1,2011 and its Tesults are recorded on a one-month lag. Therefore, 2012 includes a full year of WPD Midlands’ results, while 2011

includes eight months of WPD Midlands’ results. 2011 was also impacted by certain acquisition related costs. These costs are considered special items by management and are
discussed in further detail m”Results of Operations - Earnings - U.K. Regulated Segment.” See Notes? and 10 to the financial Statements for additional information on the
acquisition and related financing.

(c) Includes $22 million, after tax ($31 million, pee-tax), of certain third-party acquisition-related costs, including advisory, accounting, and legal fees associated with the acquisition
of LKE that are recorded in “Other Income (Expense) - net” on the Statement of Income. Also includes $52 million, after tax ($80 million, pee-tax), of 2010 Bridge Facility costs
that are recorded in “Interest Expense” on the Statement of income. These costs are considered special items by management. See Notes 7 and 10 to the Financial Statements
for additional information on the acquisition and related financing.

Earnings in 2012 increased 2% over 2011 and earnings in 2011 increased 59% over 2010. The changes in Net Income Attributable to PPL
Shareowners from year to year were, in part, attributable to the acquisition of LKE and WPD Midlands and certain items that management
considers special. See ‘Results of Operations” for further discussion of PPL’s business segments, details of special items and analysis of the
consolidated results of operations.

Economic and Market Conditions

Unregulated Gross Energy Margins associated with PPL Energy Supply’s competitive generation and marketing business are impacted by changes

A in market prices and demand for electricity and natural gas, power plant availability, competition in the markets for retail customers, fuel costs and
)‘ailability, fuel transportation costs and other costs. Current depressed wholesale market prices for electricity and natural gas have resulted from

general weak economic conditions and other factors, including the impact of expanded domestic shale gas development and production. As a
result of these factors, PPL Energy Supply has experienced a shifi in the dispatching of its competitive generation from coal-fired to combined-
cycle gas-fired generation as illustrated in the following table:

Average Utilization factors (a)
2012 2009-2011

Pennsylvania coal plants 69% 87%
Montana coal plants 67% 89%
Combined-cycle gas plants 98% 72%

(a) All periods reflect the year ended December 31.

This reduction in coal-fired generation output had resulted in a surplus of coal inventory at certain of PPL Energy Supply’s Pennsylvania coal
plants. To mitigate the risk of exceeding available coal storage, PPL Energy Supply incurred pre-tax charges of $29 million in 2012 to reduce its
2012 and 2013 contracted coal deliveries. PPL Energy Supply will continue to manage its coal inventory to mitigate the fmancial impact and
physical implications of an oversupply; however, no additional coal contract modifications are expected at this time.

In addition, current economic and commodity market conditions indicate a lower value of unhedged future energy margins (primarily in 2014 and
forward years) compared to the energy margins in 2012. As has been PPL Energy Supply’s practice in periods of changing business conditions,
PPL Energy Supply continues to review its future business and operational plans, including capital and operation and maintenance expenditures,
as well as its hedging strategies, to help counter the fmancial effects of low commodity prices.

45



PPLs businesses are subject to extensive federal, state and local environmental laws, rules and regulations. Although PPL Energy Supply’s
competitive generation assets are well positioned to meet these requirements, certain regulated generation assets at LG&E and KU will require
substantial capital investment. LG&E and KU project $2.3 billion of capital investment over the next five years to satisfy certain of these
equirements. See Note 15 to the financial Statements for additional information on these requirements. These requirements have resulted in

‘s anticipated retirement of five coal-fired units with a combined summer capacity rating of 726 MW by 2015. KU retired the 71 MW unit at
ie Tyrone plant in February 2013. See Note $ to the financial Statements for additional information regarding the anticipated retirement of these
units as well as plans to build a combined-cycle natural gas facility in Kentucky. Also, in 2012 KU recorded a $25 million pre-tax impairment of
its EEl investment as a result of environmental regulations and low energy prices. Finally, in September 2012 PPL announced its intention,
beginning in April 2015, to place its Corette plant in long-term reserve status, suspending the plant’s operation due to expected market conditions
and the costs to comply with MATS. The Corette plant asset group’s carrying amount at December 31, 2012 was approximately $68
million. Although the Corette plant asset group was not determined to be impaired at December 31, 2012, it is reasonably possible that an
impairment could occur in future periods, as higher priced sales contracts settle, adversely impacting projected cash flows.

In light of these economic and market conditions, as well as current and projected environmental regulatory requirements, PPL considered
whether certain of its other generating assets were impaired, and determined that no impainnent charges were required at December 31,
2012. PPL is unable to predict whether future environmental requirements or market conditions will result in impairment charges for other
generating assets or other retirements.

PPL and its subsidiaries may also be impacted in future periods by the uncertainty in the worldwide financial and credit markets. In addition, PPL
may be impacted by reductions in the credit ratings of financial institutions and evolving regulations in the fmancial sector. Collectively, these
factors could reduce availability or restrict PPL and its subsidiaries’ ability to maintain sufficient levels of liquidity, reduce capital market
activities, change collateral posting requirements and increase the associated costs to PPL and its subsidiaries.

PPL cannot predict the future impact that these economic and market conditions and regulatory requirements may have on its financial condition
or results of operations.

Susquehanna Turbine Blade Inspection

During 2012, PPL Energy Supply performed inspections of the Unit 1 and Unit 2 turbine blades at the PPL Susquehanna nuclear power plant in
order to further address the issue of turbine blade cracking that was first identified in 2011. The after-tax earnings impact of these 2012
inspections, including reduced energy-sales margins and repair expenses, was approximately $53 million. The after-tax earnings impact of turbine
blade related outages in 2011 was approximately $63 million.

(Nonwood Acquisition

1n April 2012, an indirect, wholly owned subsidiary of PPL Energy Supply completed the acquisition of the eqtiity interests in the owner and
operator of the fronwood Facility. The Ironwood facility began operation in 2001 and, since 200$, PPL EnergyPlus has supplied natural gas for
the facility and received the facility’s full electricity output and capacity value pursuant to a tolling agreement that expires in 2021. The
acquisition provides PPL Energy Supply, through its subsidiaries, operational control of additional combined-cycle gas generation in PJM. See
Note 10 to the financial Statements for additional information.

Bankruptcy of SMGT

Tn October 2011, SMGT, a Montana cooperative and purchaser of electricity under a long-term supply contract with PPL EnergyPlus expiring in
June 2019 (SMGT Contract), filed for protection under Chapter 11 of the U.S. Bankruptcy Code in the U.S. Bankruptcy Court for the District of
Montana. At the time of the bankruptcy filing, SMGT was PPL EnergyPlus’ largest unsecured credit exposure. This contract was accounted for
as NPNS by PPL EnergyPlus.
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The SMGT Contract provided for fixed volume purchases on a monthly basis at established prices. Pursuant to a court order and subsequent
stipulations entered into between the SMGT bankruptcy trustee and PPL EnergyPlus, since the date of its Chapter 11 filing through January 2012,
SMGT continued to purchase electricity from PPL EnergyPlus at the price specified in the SMGT Contract, and made timely payments for such
urchases, but at lower volumes than as prescribed in the SMGT Contract. In January 2012, the trustee notified PPL EnergyPlus that SMGT

uld not purchase electricity under the SMGT Contract for the month of February. In March 2012, the U.S. Bankruptcy Court for the District of
i ontana issued an order approving the request of the SMGT bankruptcy trustee and PPL EnergyPlus to terminate the SMGT Contract. As a
result, the SMGT Contract was terminated effective April 1, 2012, allowing PPL EnergyPlus to resell to other customers the electricity previously
contracted to SMGT under the SMGT Contract.

PPL EnergyPlus’ receivable under the SMGT Contract totaled approximately $21 million at December 31, 2012, which has been ffilly reserved.

In July 2012, PPL EnergyPlus filed its proof of claim in the SMGT bankruptcy proceeding. The total claim is approximately $375 million,
including the above receivable, predominantly an unsecured claim representing the value for energy sales that will not occur as a result of the
termination of the SMGT Contract. No assurance can be given as to the collectabiity of the claim, thus no amounts have been recorded in the
2012 financial statements.

PPL Energy Supply cannot predict any amounts that it may recover in connection with the SMGT bankruptcy or the prices and other terms on
which it will be able to market to third parties the power that SMGT will not purchase from PPL EnergyPlus due to the termination of the SMGT
Contract.

Tax Litigation

In 1997, the U.K. imposed a Windfall Profits Tax (WPT) on privatized utilities, including WPD. PPL filed its federal tax returns for years
subsequent to its 1997 and 1998 claims for refund on the basis that the U.K. WPT was creditable. In September 2010, the U.S. Tax Court (Tax
Court) ruled in PPL’s favor in a dispute with the IRS, concluding that the U.K. WPT is a creditable tax for U.S. tax purposes. As a result, and with
fmalization of other issues, PPL recorded a $42 million tax benefit in 2010. In January 2011, the IRS appealed the Tax Court’s decision to the
U.S. Court of Appeals for the Third Circuit (Third Circuit). In December 2011, the Third Circuit issued its opinion reversing the Tax Court’s
decision, holding that the U.K. WPT is not a creditable tax. As a result of the Third Circuit’s adverse determination, PPL recorded a $39 million
expense in 2011. In February 2012, PPL filed its petition for rehearing of the Third Circuit’s opinion. In March 2012, the Third Circuit denied
PPL’s petition. In June 2012, the U.S. Court of Appeals for the Fifth Circuit issued a contrary opinion in an identical case involving another
company. In July 2012, PPL filed a petition for a writ of certiorari seeking U.S. Supreme Court review of the Third Circuit’s opinion. The
Supreme Court granted PPL’s petition on October 29, 2012, and oral argument was held on February 20, 2013. PPL expects the case to be
decided before the end of the Supreme Court’s current term in June 2013 and cannot predict the outcome of this matter.

Clrminated Bluegrass CTs Acquisition

In September 2011, LG&E and KU entered into an asset purchase agreement with Bluegrass Generation for the purchase of the Bluegrass CTs,
aggregating approximately 495 MW, plus limited associated contractual arrangements required for operation of the units, for a purchase price of
$110 million, pending receipt of applicable regulatory approvals. In May 2012, the KPSC issued an order approving the request to purchase the
Bluegrass CTs. In November 2011, LG&E and KU filed an application with the FERC under the Federal Power Act requesting approval to
purchase the Bluegrass CTs. In May 2012, the FERC issued an order conditionally authorizing the acquisition of the Bluegrass CTs, subject to
approval by the FERC of satisfactory mitigation measures to address market-power concerns. After a review of potentially available mitigation
options, LG&E and KU determined that the options were not commercially justifiable. In June 2012, LG&E and KU terminated the asset
purchase agreement for the Bluegrass CTs in accordance with its terms and made applicable filings with the KPSC and FERC.

Cane Run Unit 7 Construction

In September 2011, LG&E and KU filed a CPCN with the KPSC requesting approval to build Cane Run Unit 7. In May 2012, the KPSC issued
an order approving the request. A formal request for recovery of the costs associated with the construction was not included in the CPCN filing
with the KPSC but is expected to be included in thture rate case proceedings. LG&E and KU commenced preliminary construction activities in
the third quarter of 2012 and project construction is expected to be completed by May 2015. The project, which includes building a natural gas
supply pipeline and related transmission projects, has an estimated cost of approximately $600 million.
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Future Capacity Needs

In addition to the construction of a combined cycle gas unit at the Cane Run station, LG&E and KU continue to assess future capacity needs. As a
art of the assessment, LG&E and KU issued an RIP in September 2012 for up to 700 MW of capacity beginning as early as 2015.

orm Costs

During 2012, PPL Electric experienced several PUC-reportable storms, including Hurricane Sandy, resulting in total restoration costs of $81
million, of which $61 million were initially recorded in “Other operation and maintenance’ on the Statement of Income. In particular, in late
October 2012, PPL Electric experienced widespread significant damage to its distribution network from Hurricane Sandy resulting in total
restoration costs of $66 million, of which $50 million were initially recorded in “Other operation and maintenance” on the Statement of
Income. However, a PPL subsidiary has a $10 million reinsurance policy with a third party insurer, for which a receivable was recorded with an
offsetting credit to “Other operation and maintenance” on the Statement of Income. PPL Electric recorded a regulatory asset of $28 million in
December 2012 (offset to “Other operation and maintenance” on the Statement of Income). In February 2013, PPL Electric received an order
from the PUC granting permission to defer qualifying storm costs in excess of insurance recoveries associated with Hurricane Sandy.

See “Regulatory Matters - Pennsylvania Activities - Storm Costs” in Note 6 to the Financial Statements for information on $84 million of storm
costs incurred in 2011.

Rate Case Proceedings

Pennsylvania

In March 2012, PPL Electric filed a request with the PUC to increase distribution rates by approximately $105 million, effective January 1,
2013. In its December 2$, 2012 fmal order, the PUC approved a 10.4% return on equity and a total distribution revenue increase of about $71
million. The approved rates became effective January 1, 2013.

Also, in its December 2$, 2012 fmal order, the PUC ordered PPL Electric to file a proposed Storm Damage Expense Rider within 90 days
following the order. PPL Electric plans to file a proposed Storm Damage Expense Rider with the PUC and, as part of that filing, request recovery
of the $28 million of qualif’ing storm costs incurred as a result of the October 2012 landfall of Hurricane Sandy.

Kentucky

June 2012, LG&E and KU filed requests with the KPSC for increases in annual base electric rates of approximately $62 million at LG&E and
)proximately $82 million at KU and an increase in annual base gas rates of approximately $17 million at LG&E. In November 2012, LG&E and

KU along with all of the parties filed a unanimous settlement agreement. Among other things, the settlement provided for increases in annual
base electric rates of $34 million at LG&E and $51 million at KU and an increase in annual base gas rates of $15 million at LG&E. The
settlement agreement also included revised depreciation rates that result in reduced annual electric depreciation expense of approximately $9
million for LG&E and approximately $10 million for KU. The settlement agreement included an authorized return on equity at LG&E and KU of
10.25%. On December 20, 2012, the K_PSC issued orders approving the provisions in the settlement agreement. The new rates became effective
on January 1, 2013. In addition to the increased base rates, the KPSC approved a gas line tracker mechanism for LG&E to provide for recovery of
costs associated with LG&E’s gas main replacement program, gas service lines and risers.

Regional Transmission Line Expansion Plan

Susquehanna-Roseland

In 2007, PJM directed the construction of a new I 50-mile, 500-kilovolt transmission line between the Susquehanna substation in Pennsylvania
and the Roseland substation in New Jersey that it identified as essential to long-term reliability of the Mid-Atlantic electricity grid. PJIVI
determined that the line was needed to prevent potential ovetloads that could occur on several existing transmission lines in the interconnected
PJM system. PJM directed PPL Electric to construct the portion of the Susquehanna-Roseland line in Pennsylvania and Public Service Electric &
Gas Company to construct the portion of the line in New Jersey.
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On October 1, 2012, the National Park Service (NPS) issued its Record of Decision (ROD) on the proposed Susquehanna-Roseland transmission
line affirming the route chosen by PPL Electric and Public Service Electric & Gas Company as the preferred alternative under the NPS’s National
Enviromnental Policy Act review. On October 15, 2012, a complaint was filed in the United States District Court for the District of Columbia by
various enviromnental groups, including the Sierra Club, challenging the ROD and seeking to prohibit its implementation; and on December 6,

12, the groups filed a petition for injunctive relief seeking to prohibit all construction activities until the court issues a final decision on the
.omp1aint. PPL Electric has intervened in the lawsuit. The chosen route had previously been approved by the PUC and New Jersey Board of
Public Utilities.

On December 13, 2012, PPL Electric received federal construction and right of way permits to build on National Park Service lands.

Construction activities have begun on portions of the 101-mile route in Pennsylvania. The line is expected to be completed before the peak
summer demand period of 2015. At December 31, 2012, PPL Electric’s estimated share of the project cost was $560 million.

PPL and PPL Electric caimot predict the ultimate outcome or timing of any legal challenges to the project or what additional actions, if any, PJM
might take in the event of a further delay to its scheduled in-service date for the new line.

Northeast/Pocono

In October 2012, the FERC issued an order in response to PPL Electric’s December 2011 request for ratemaking incentives for the
NortheastfPocono Reliability project (a new 58-mile 230 kV transmission line, three new substations and upgrades to adjacent facilities). The
incentives were specifically tailored to address the risks and challenges PPL Electric will face in building the project. The FERC granted the
incentive for inclusion of all prudently incurred construction work in progress (CWIP) costs in rate base and denied the request for a 100 basis
point adder to the return on equity incentive. The order required a follow-up compliance filing from PPL Electric to ensure proper accounting
treatment of AFUDC and CWfl for the project, which PPL Electric will submit to the FERC in March 2013. PPL Electric expects the project to
be completed in 2017. At December 31, 2012, PPL Electric estimates the total project costs to be approximately $200 million with approximately
$190 million qualifying for the CWIP incentive.

Legislation - Regulatory Procedures and Mechanisms

Act 11 authorizes the PUC to approve two specific ratemaking mechanisms - the use of a fully projected future test year in base rate proceedings
and, subject to certain conditions, the use of a DSIC. Such alternative ratemaking procedures and mechanisms provide opportunity for accelerated
cost-recovery and, therefore, are important to PPL Electric as it begins a period of significant capital investment to maintain and enhance the
reliability of its delivery system, including the replacement of aging distribution assets. In August 2012, the PUC issued a final implementation
rder adopting procedures, guidelines and a model tariff for the implementation of Act 11. Act 11 requires utilities to file an LTI]P as a
)erequisite to filing for recovery through the DSIC. The LTIIP is mandated to be a five- to ten-year plan describing projects eligible for inclusion

In the DSIC. In September 2012, PPL Electric filed its LTIP describing projects eligible for inclusion in the DSIC. The PUC approved the LTIP
on January 10, 2013 and PPL Electric filed a petition requesting permission to establish a DSIC on January 15, 2013, with rates proposed to be
effective beginning May 1, 2013.

FERC Formula Rates

In March 2012, PPL Electric filed a request with the FERC seeking recovery of its regulatory asset related to the deferred state tax liability that
existed at the time of the transition from the flow-through treatment of state income taxes to full normalization. This change in tax treatment
occurred in 2008 as a result of prior FERC initiatives that transferred regulatory jurisdiction of certain transmission assets from the PUC to
FERC. At December 31, 2012 and December 31, 2011, $52 million and $53 million respectively, are classified as taxes recoverable through
future rates and included on the Balance Sheets in “Other Noncurrent Assets - Regulatory assets.” In May 2012, the FERC issued an order
approving PPL Electric’s request to recover the deferred tax regulatory asset over a 34 year period beginning June 1, 2012.

U.K. Tax Rate Change

In July 2012, the U.K.’s Finance Act of 2012 (the Act) became effective. The Act reduced the U.K. statutory income tax rate from 25% to 24%,
retroactive to April 1, 2012 and from 24% to 23%, effective April 1, 2013. As a result of these changes, PPL recognized a deferred tax benefit of
$75 million in 2012.
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Ofgem Review of Line Loss Calculation

WPD had a $94 million liability recorded at December 31, 2012, compared with $170 million at December 31, 2011, related to the close-out of
line losses for the prior price control period, DPCR4. Ofgem is currently consulting on the methodology to be used by all network operators to

lculate the fmal line loss incentive/penalty for the DPCR4. Tn October 2011, Ofgem issued a consultation paper citing two potential changes to
e methodology, both of which would result in a reduction of the liability. In March 2012, Ofgem issued a decision regarding the preferred

methodology. In July 2012, Ofgem issued a consultation paper regarding certain aspects of the preferred methodology as it relates to the DPCR4
line loss incentive/penalty and a proposal to delay the target date for making a final decision until April 2013. Tn October 2012, a license
modification was issued to allow Ofgem to publish the fmal decisions on these matters by April 2013. lii November 2012, Ofgem issued an
additional consultation on the fmal DPCR4 line loss close-out that published values for each DNO and further indicated the preferred
methodology that would replace the methodology under WPD’s licenses. Based on applying the preferred methodology for DPCR4, the liability
was reduced by $79 million, with a credit recorded in “Utility’ on the Statement of Income, to reflect what WPD expects to be the final close-out
settlement under Ofgem’s preferred methodology. This consultation also confirmed the fmal decisions will be published by April 2013. In
february 2013, Ofgem issued additional consultation proposing to delay the April 2013 decision date. PPL cannot predict when this matter will
be resolved.

Ofgem also stated in the November 2012 consultation that the line loss incentive implemented at the last rate review will be withdrawn and no
incentive will apply for the DPCR5 period. That decision resulted in the elimination of the DPCR5 liability of $11 million, with a credit recorded
in “Utility” on the Statement of Income.

Equity forward Contract

In April 2012, PPL made a registered underwritten public offering of 9.9 million shares of its common stock. In conjunction with that offering,
the underwriters exercised an option to purchase 591 thousand additional shares of PPL common stock solely to cover over-allotments.

In connection with the registered public offering, PPL entered into forward sale agreements with two counterparties covering the 9.9 million
shares of PPL’s common stock. Settlement of these initial forward sale agreements will occur no later than April 2013. As a result of the
underwriters’ exercise of the overallotment option, PPL entered into additional forward sale agreements covering the additional 591 thousand
shares of PPL common stock. Settlement of the subsequent forward sale agreements will occur no later than July 2013.

PPL will not receive any proceeds or issue any shares of common stock until settlement of the forward sale agreements. PPL intends to use any
net proceeds that it receives upon settlement to repay short-term debt obligations and for other general corporate purposes.

( The forward sale agreements are classified as equity transactions. As a result, no amounts will be recorded in the consolidated financial
utements until the settlement of the forward sale agreements. Prior to those settlements, the only impact to the financial statements will be the

Inclusion of incremental shares within the calculation of diluted EPS using the treasury stock method. See Note 7 to the Financial Statements for
additional information.

2010 Equity Units

During 2013, two events will occur related to the components of the 2010 Equity Units. PPL will receive proceeds of $1 .150 billion through the
issuance of PPL common stock to settle the 2010 Purchase Contracts and PPL Capital Funding expects to remarket the 4.625% Junior
Subordinated Notes due 2018. See Note 7 to the financial Statements for additional information.

Redemption of PPL Electric Preference Stock

In June 2012, PPL Electric redeemed all 2.5 million shares of its 6.25% Series Preference Stock, par value $100 per share. The price paid for the
redemption was the par value, without premium ($250 million in the aggregate). At December 31, 2011, the preference stock was reflected in
“Noncontrolling Interests” on PPL’s Balance Sheet.
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Results of Operations

The “Statement of Income Analysis” explains the year-to-year changes in significant earnings components, including certain income statement
me items, Kentucky Gross Margins, Pennsylvania Gross Delivery Margins and Unregulated Gross Energy Margins.

‘. Jn April 1, 2011, PPL completed its acquisition of WPD Midlands. As PPL is consolidating WPD Midlands on a one-month lag, consistent with
its accounting policy on consolidation of foreign subsidiaries, a full year of WPD Midlands’ results of operations are included in PPL’s results for
2012, and eight months of WPD Midlands’ results of operations are included in PPL’s results for 2011, with no comparable amounts for
2010. When discussing PPL’s results of operations for 2012 compared with 2011 and 2011 compared with 2010, the results of WPD Midlands are
isolated for purposes of comparability. WPD Midlands’ results are included within “Segment Results - U.K. Regulated Segment (formerly the
International Regulated Segment, renamed in 2012).” See Note 10 to the Financial Statements for additional information regarding the
acquisition.

On November 1, 2010, PPL completed its acquisition of LKE. LIKE’s results of operations are included in PPL’s results for the full year of 2012
and 2011, while 2010 includes LIKE’s operating results for the two months ended December 31, 2010. When discussing PPL’s results of
operations for 2011 compared with 2010, the results of LIKE are isolated for purposes of comparability. LIKE’s results are shmn separately within
“Segment Results - Kentucky Regulated Segment.” See Note 10 to the Financial Statements for additional information regarding the acquisition.

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 U.K. foreign currency exchange rate.

Earnings

2012 2011 2010

Net Income Attributable to PPL Shareowners $ 1,526 $ 1,495 $ 938
EP5 - basic $ 2.61 $ 2.71 $ 2.17
EP5 - diluted $ 2.60 $ 2.70 $ 2.17

Kentucky Regulated Segment

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

Net Income Attributable to PPL Shareowners includes the following results:

2012 2011 ‘Vu Change 2010 (a)

Utility revenues $ 2,759 $ 2,793 (1) $ 493
Fuel 872 866 1 139
Energy purchases 195 238 (18) 68
Other operation and maintenance 778 751 4 139
Depreciation 346 334 4 49
Taxes, odser than incotne 46 37 24

Total operating expenses 2,237 2,226

______________

397
Other income (Expense) - net (15) (1) 1,400 (1)
Other-Tltsn-Tetnporaty Impairments 25 n/a
interest Expense (b) 219 217 1 55
incosne Taxes 80 127 (37) 16
income (Loss) from Discontinued Operations (net of income taxes) (6) (1) 500 2

Net income Attributable to PPL Shareowners $ 177 $ 221 (20) $ 26

(a) Represents the results of operations for the two-monils period from Novetnber 1,2010 through Decetnber 31, 2010.
(b) includes allocated interest expense of $68 million in 2012, $70 million in 2011 and $31 million in 2010 related to the 2010 Equity Units and interest rate swaps.
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The changes in the components of the Kentucky Regulated segment’s results between 2012 and 2011 were due to the following factors, which
reflect reclassifications for items included in Kentucky Gross Margins and certain items that management considers special. See additional detail
of these special items in the table below. The 2011 and 2010 comparison has not been included as the periods are not comparable (2010 includes

o months of activity as LKE was acquired on November 1, 2010).

2012 vs. 2011

Kentucky Gross Margins $ (8)
Other operation and maintenance (16)
Depreciation (10)
Taxes, other than income (9)
Other Income (Expense) - net (14)
Interest Expense (2)
Income Taxes 31
Special items, after-tax (16)

Total $ (44)

• See “Statement of Income Analysis - Margins - Changes in Non-GAAP Financial Measures” for an explanation of Kentucky Gross Margins.

• Higher other operation and maintenance in 2012 compared with 2011 primarily due to $11 million of expenses related to an increased scope
of scheduled outages and a $6 million credit to establish a regulatory asset recorded when approved in 2011 related to 2009 storm costs.

• Higher depreciation in 2012 compared with 2011 due to PP&E additions.

• Lower other income (expense) - net in 2012 compared with 2011 primarily due to losses from the EEl investment.

• Lower income taxes in 2012 compared with 2011 primarily due to lower pre-tax income.

The following afler-tax gains (losses), which management considers special items, also impacted the Kentucky Regulated segment’s results.

Income Statement
Line Item 2012 2011 2010

Adjusted energy-related economic activity, net, net of tax of $0, ($1), $1 Utility Revenues $ 1 $ (1)
ImpainTients:( NOther asset impairments, net of tax of $10, $0, $0 (a) Other-Than-Temporaiy-Impainnents $ (15)

).E acquisition-related adjustments:
iNet operating loss canyforward and other tax-related adjustments Income Taxes and Other O&M 4
Other:

LKE discontinued operations, net of tax of $4, $1, ($2) (b) Disc. Operations (5) (1) 2

Total $ (16) $ $ 1

(a) KU recorded an impairment of its equity method investment in EEl. See Note 1$ to the Financial Statements for additional infonnation.
(b) 2012 includes an adjustment to an indemnification liability.

2013 Outlook

Excluding special items, PPL projects higher segment earnings in 2013 compared with 2012, primarily driven by electric and gas base rate
increases effective January 1, 2013, returns on additional environmental capital investments and retail load growth, partially offset by higher
operation and maintenance.

Earnings in future periods are subject to various risks and uncertainties. See “Forward-Looking kiformation,” “Item 1. Business,” “Item 1A. Risk
Factors,” the rest of this Item 7 and Notes 6 and 15 to the Financial Statements for a discussion of the risks, uncertainties and factors that may
impact future earnings.

U.K. Regulated Segment

The U.K. Regulated segment consists primarily of the regulated electric distribution operations in the U.K. As a result of the WPD Midlands
acquisition on April 1, 2011, the U.K. Regulated segment includes eight months of WPD Midlands’ results in 2011. Similar to PPL WW, WPD
Midlands’ results are recorded on a one-month lag.
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Net Income Attributable to PPL Shareowners includes the following results (includes PPL WW and WPD Midlands on a consolidated basis,
except for 2012 and 2011 acquisition-related adjustments, which are shown separately):

2012 2011 2010

ithty revenues (a) $ 2,289 $ 1,618 S 727
Energy-related businesses

_______________ _______________

Total operating revenues 2.336 1,653 761
Other operation and maintenance 439 374 182
Depreciation 279 211 117
Taxes, other than income 147 113 52
Energy-related businesses 34 17 17

Total operating expenses 899 715 368
Other Income (Expense) - net (51) 13 3
Interest Expense (b) 421 336 135
Income Taxes 153 98
WPD Midlands acquisition-related adjtistments, net of tax (9) (192)

______________

Net Income Atmibutable to ?PL (c) $ 803 $ 325 $ 261

(a) Includes $1,423 million in 2012 and $790 million in 2011 for WPD Midlands.
(b) Includes allocated interest expense of $47 million and $38 million for 2012 and 2011 related primarily to the 2011 Equity Units.
(c) Includes $570 million in 2012 and $137 million in 2011 for WPD Midlands, net of acquisition-related adjustments.

The changes in the components of the U.K. Regulated segment’s results between these periods were due to the following factors, which reflect
reclassifications for certain items that management considers special and with WPD Midlands isolated for comparability purposes. See additional
detail of special items in the table below. The amounts for PPL WW and WPD Midlands are presented on a constant U.K. foreign currency
exchange rate basis in order to isolate the impact of the change in the exchange rate.

2012 vs. 2011 2011 vs. 2010
PPL WW

Utility revenues $ ‘l $ fl
Other operation and maintenance (26) (10)
Interest expense 16 (14)
Depreciation (8) (2)
Other (4) 5
Income taxes 17 (55)

WPD Midlands, after-tax 224 240
-U.S.

) Interest expense and other (15) (41)
, Income taxes (25) 37
Foreign currency exchange rates, after-tax (14) 15
Special items, after-tax 264 (188)

Total $ 478 S 64

PPL WW

• The increase in utility revenues in 2012 compared with 2011 was due to the impact of the April 2012 and 2011 price increases which resulted
in $78 million of higher utility revenues, partially offset by $13 million of lower volumes due primarily to a downturn in the economy and
weather.

The increase in utility revenues in 2011 compared with 2010 was due to the impact of the April 2011 and 2010 price increases that resulted in
$76 million of additional revenue.

• The increases in other operation and maintenance in 2012 compared with 2011 and 2011 compared with 2010 were due to higher pension
expense resulting from an increase in amortization of actuarial losses.

• The decrease in interest expense in 2012 compared with 2011 was due to lower interest expense on index-linked notes.

The increase in interest expense in 2011 compared with 2010 was due to $11 million of higher interest expense arising from a March 2010
debt issuance.

• The increase in depreciation expense in 2012 compared with 2011 was due to $10 million of depreciation related to PP&E additions.

53



• The decrease in income taxes in 2012 compared with 2011 was due to the tax deductibility of interest on acquisition fmancing of $12 million
and $9 million from a benefit relating to customer contributions for capital expenditures.

The increase in income taxes in 2011 compared with 2010 was due to a $46 million benefit recorded in 2010 for realized capital losses that
offset a gain relating to a business activity sold in 1999 and $15 million due to higher 2011 pre-tax income.

WPD Midlands

• Earnings in 2012 compared with 2011 were affected by an additional four months of results in 2012 totaling $171 million, after-tax.

• The comparable eight month period was affected by higher utility revenue of $125 million resulting from the April 1, 2012 price increase and
$26 million of lower pension expense, partially offset by $26 million of higher taxes due to higher pre-tax income, $25 million of additional
interest expense on debt issuances in 2011 and 2012 and $25 million of higher taxes due to a U.K./U.S. intercompany tax transaction.

U.S.

• The increase in interest expense and other in 2012 compared with 2011 was due to $9 miLlion of higher interest expense primarily associated
with the 2011 Equity Units issued to fmance the WPD Midlands acquisition.

The increase in interest expense and other in 2011 compared with 2010 was due to $38 million of higher interest expense primarily associated
with the 2011 Equity Units issued to fmance the WPD Midlands acquisition.

• The increase in income taxes in 2012 compared with 2011 was due to $28 million of tax benefits recorded in 2011 as a result of U.K. pension
plan contributions and a $20 million adjustment primarily related to the recalculation of 2010 U.K. earnings and profits, partially offset by
$25 million from the U.K./U.S. intercompany tax transaction.

The decrease in income taxes in 2011 compared with 2010 was due to a $41 million tax benefit resulting from changes in the taxable amount
of planned U.K. cash repatriations, a tax benefit of $28 million from U.K. pension plan contributions and lower income taxes due to lower
2011 pre-tax income. These tax benefits were partially offset by $24 million of favorable 2010 adjustments to uncertain tax benefits
primarily related to Windfall Profits Tax and $11 million of higher income taxes on interest income related to acquisition fmancing.

Foreign Currency Exchange Rates. Changes in forei%n currency exchange rates negatively affected the segment’s earnings for 2012 compared with 2011 and positively affected
2011 compared with 2010. The weighted-average exchange rates for the British pound sterling, including the effects of currency hedges,
were approximately $1.58 in 2012, $1.61 in 2011, and $1.57 in 2010.

The following after-tax gains (losses), which management considers special items, also impacted the U.K. Regulated segment’s results.

Income Statement
Line Item 2012 2011 2010

Foreign currency-related economic hedges, net of tax of $18, ($2), $0 (a) Other Income-net $ (33) $ 5 $
WPD Midlands acquisition-related adjustments:

2011 Bridge Facility costs, net of tax of $0, $14, $0 (b) Interest Expense (30)
Foreign cturency loss on 2011 Bridge Facility, net of tax of $0, $19, $0 (c) Other Income-net (38)
Net hedge gains, net of tax of $0, ($17), $0 (c) Other Income-net 38
Hedge ineffectiveness, net of tax of $0, $3, $0 (d) Interest Expense (9)
U.K. stamp duty tax, net of tax of $0, $0, $0 (e) Other Income-net (21)
Separation benefits, net of tax of $4, $26, $0 (f) Other O&M (11) (75)
Other acquisition-related adjustments, net of tax of($1), $20, $0 (g) 2 (57)

Other:
Change in U.K. tax rate (Ii) Income Taxes 75 69 18
Windfall profits tax litigation (1) Incotne Taxes (39) 12
Line loss adjusttnent, net of tax of ($23), $0, $0 (j) Utility Revenues 74

___________ _________

Total $ 107 $ (157) $ 31
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(a) Represents unrealized gains (losses) on contrscts that economically hedge anticipated earnings denominated in GBP.
(b) Represents fees incurred in connection with establishing the 2011 Bridge Facility.
(r) Represents the foreign currency loss on the repayment of the 2011 Bridge Facility, including a pre-tax foreign currency loss of $15 million associated with proceeds received on

the U.S. dollar-denominated senior notrs issued by PPL WEM in April 2011 that were used to repay a portion of PPL WEIvUs borrowing under the 2011 Bridge Facility. The
foreign currency risk was economically hedged wits forward contracts to purchase GBP, which resulted in prr-tax gains of $55 million.
Represents a combination of ineffectiveness associated with closed out interest rate swaps and a charge recorded ass result of certain interest rate swaps failing hedge
effectiveness testing.
Tax on the transfer of ownership of property in the U.K., which is not tax deductible for income tax purposes.
2012 represents severance compensation and early retirement deficiency costs. 2011 primarily represents severance compensation, early retirement deficiency costs and
outplscement services for employees separating from Use WPD Midlands companies as a result of a reorganization to transition the WPD Midlands companies to the sane
operating stmcture as WPD (South West) and WPD (South Wales). 2011 also includes severance compensation and early retirement deficiency costs associated wiils certain
employees who separated from the WPD Midlands companies, but were not part of the reorganization.

(g) 2011 primarily includes $34 million, pre-tax, of advisory, accounting and legal fees which are recorded ir”Other Income (Expense) - net” on the Statement of income; $37
million, pre-tsx, of costs, primarily related to the tenninstion of certain contracts, rebranding costs and relocation costs that were recorded to “Other operation and maintenance”
expense on the Statement of income; and $6 million, pre-tax, of costs associated with the integration of certain information teclmology assets, that were recorded in
“Depreciation” on the Statement of income.

(h) The U.K. Finance Act of 2012, enacted in July 2012, reduced the U.K. statutory income tax rate from 25% to 24% retroactive to April 1,2012 and from 24% to 23% effective
April 1, 2013. The U.K. Finance Act of 2011, enacted in July 2011, reduced the U.K. statmoiy income tax rate from 27% to 26% retroactive to April 1, 2011 and reduced the
rate from 26% to 25% effective April 1,2012. The U.K. Finance Act of 2010, enacted in July 2010, reduced the U.K. statutory income tax rate from 28% to 27% effective April
1, 2011. As a result, WPD reduced its net deferred tax liabilities and recognized deferred tax benefits in 2012, 2011 and 2010. WPD Midlands’ portion of the deferred tax
benefit was $43 million and $35 milhon for 2012 and 2011.

(i) in 2010, the U.S. Tax Court ruled in PPL’s favor in spending dispute with the IRS concluding that ilse 1997 U.K. Windfall Profits Tax (WPT) imposed on all U.K. privatized
utthties, including PPL’s U.K. subsidiary, isa creditable tax for U.S. Federal income tax purposes. Ass result, PPL recorded an income tax benefit in 2010. in January 2011, the
IRS appealed the U.S. Tax Court’s decision to the U.S. Court of Appesls for the Third Circuit (Third Circuit). in December 2011, the Third Circuit issued its opinion reversing
the Tax Court’s decision and holding that the WPT is not a creditable tax. As a result of die Third Circuit’s adverse detennination, PPL recorded a $39 million expense in
2011. See Note 5 to the Financial Statements for infonnation on 2012 activities related to this case, including the U.S. Supreme Court’s decision to grant PPL’s petition for a writ
of certiorari to review the Third Circuit’s opinion.
in November 2012, Ofgesn issued additional consultation on the fmsl DPCR4 line loss close-out that published values for each DNO and further indicated the preferred
methodology that would replace the methodology under WPD’s licenses. Based on applying Use preferred methodology for DPCR4, WPD Midlands reduced its line loss liability
by $86 million, pre-tsx. Ofgem also indicated that the line loss incentive implemented at Use last rate review will be withdrawn and no incentive will apply for the DPCRS
period. As a result, WPD Midlands reduced their line loss accrual by $11 snillion, pre-tsx. This represents WPD Midlands’ portion of the adjustment as the original liability was
primarily established through purchase accounting.

2013 Outlook

Excluding special items, PPL projects higher segment earnings in 2013 compared with 2012, primarily driven by higher electricity delivery
revenue and lower income taxes, partially offset by higher operation and maintenance, higher depreciation and higher interest expense.

Earnings in thture periods are subject to various risks and uncertainties. See “Forward-Looking Information,” “Item 1. Business,” “Item IA. Risk
.---lactors,” the rest of this Item 7 and Notes 6 and 15 to the Financial Statements for a discussion of the risks, uncertainties and factors that may
)pact thture earnings.

Pennsylvania Regulated Segment

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

Net Income Attributable to PPL Shareowners includes the following results:
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2012 2011 % Change 2011 2010 % Change
Operating revenues

External $ 1,760 $ 1,881 (6) $ 1,881 $ 2,448 (23)
Intersegment 3 11 (73) 11 7 57

f’”Votal operating revenues 1,763 1,892 (7) 1,892 2,455 (23)
jergy purchases

1Extemal 550 738 (25) 738 1,075 (31)
Intersegment 78 26 200 26 320 (92)

Other operation and maintenance 576 530 9 530 502 6
Amortization of recoverable transition costs W’5 n/a
Depreciation 160 146 10 146 136 7
Taxes, other than income 105 104 1 104 138 (25)

Total operating expenses 1,469 1,544 (5) 1,544 2,171 (29)
Other income (Expense) - net 9 7 29 7 7 -

interest Expense 99 98 1 98 99 (1)
Income Taxes 68 68 - 68 57 19
Net income 136 189 (28) 189 135 40
Net income Attributable so Noncontrolhng Interests (Note 3) 4 16 (75) 16 20 (20)

Net income Attributable to PPL Shareowners $ 132 $ 173 (24) $ 173 S 115 50

The changes in the components of the Pennsylvania Regulated segment’s results between these periods were due to the following factors, which
reflect reclassifications for items included in Pennsylvania Gross Delivery Margins.

2012 vs. 2011 2011 vs. 2010

Pennsylvania Gross Delivery Margins $ 19 $ 66
Other operation and maintenance (50) 4
Depreciation (14) (10)
Taxes, other than income (9)
Other 1 1
income Taxes (11)
Noncontrolling interests 12 4

Total $ (41) $ 58

• See “Statement of Income Analysis - Margins - Changes in Non-GAAP Financial Measures” for an explanation of Pennsylvania Gross
Delivery Margins.

• Higher other operation and maintenance for 2012 compared with 2011, primarily due to $17 million in higher payroll-related costs due to less
project costs being capitalized in 2012, higher support group costs of $11 million and $10 million for increased vegetation management.

• Higher depreciation for 2012 compared with 2011 and 2011 compared with 2010 primarily due to PP&E addilions.

• Higher taxes, other than income for 2012 primarily due to a $10 million tax provision related to gross receipts tax.

• Income taxes were flat in 2012 compared with 2011 primarily due to the $22 million impact of lower 2012 pre-tax income primarily offset by
$9 million of depreciation not normalized and $9 million of income tax retum adjustments, largely related to changes in flow-through
regulated tax depreciation.

Income taxes were higher in 2011 compared with 2010, due to the $26 million impact of higher 2011 pre-tax income, partially offset by a $14
million tax benefit related to changes in flow-through regulated tax depreciation.

• Lower noncontrolling interests in 2012 compared with 2011 due to PPL Electric’s redemption of preference securities in June 2012.

2013 Outlook

PPL projects higher segment earnings in 2013 compared with 2012, due to higher distribution revenues from a distribution base rate increase
effective January 1, 2013, and higher transmission margins, partially offset by higher depreciation.

Earnings in future periods are subject to various risks and uncertainties. See “Forward-Looking Information,” “Item 1. Business,” “Itetn IA. Risk
Factors,” the rest of this Item 7 and Notes 6 and 15 to the Financial Statements for a discussion of the risks, uncertainties and factors that tnay
impact future earnings.
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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

assified as Discontinued Operations. See Note 9 to the Financial Statements for additional information.

Net Income Attributable to PPL Shareowners includes the following results:

2012 2011 % Change 2011 2010 % Change
Energy revenues

External (a) $ 4,970 $ 5,938 (16) $ 5,938 $ 4,444 34
Intersegment 79 26 204 26 320 (92)

Energy-related businesses 461 472 (2) 472 375 26
Total operating revenues 5,510 6,436 (14) 6,436 5,139 25

Fuel (a) 965 1,080 1,080 1,096
Energy Purchases

External (a) 1,810 2,277 (21) 2,277 1,344 69
Interseginent 2 4 (50) 4 3 33

Other operation and maintenance 1,032 882 17 882 934 (6)
Depreciation 315 262 20 262 254 3
Taxes, other than income 68 72 (6) 72 46 57
Energy-related businesses 450 467 (4) 467 366 28

Total operating expenses 4,642 5,044 (8) 5,044 4,043 25
Other Income (Expense) - net 18 43 (58) 43 (9) (578)
Other-Than-Temporary hnpah-ments 2 6 (67) 6 3 100
Interest Expense 222 192 16 192 224 (14)
Income Taxes 247 463 (47) 463 228 103
Income (Loss) from Discontinued Operations

______________ ______________

(100) 3 (19) (116)
Net Income 415 777 (47) 777 613 27
Net Income Attributable to Noncontrolhng Interests 1 1

______________

1 1

______________

Net Income Attributable to PPL Shareowners $ 414 $ 776 (47) $ 776 $ 612 27

(a) Includes the impact from energy-related economic activily. See “Commodity Price Risk (Non-trading) - Economic Activity” in Note 1910 the Financial Statements for
additional infonnation.

The changes in the components of the Supply segment’s results between these periods were due to the following factors, which reflect
reclassifications for items included in Unregulated Gross Energy Margins and certain items that management considers special. See additional

‘tail of these special items in the table below.

2012 vs. 2011 2011 vs. 2010

Unregulated Gross Energy Margins $ (197) S (405)
Other operation and maintenance (91) (63)
Depreciation (53) (8)
Taxes, other than income 8 (10)
Other Income (Expense) - net (26) 22
Interest Expense (20) (12)
Other 5 (4)
Income Taxes 136 107
Discontinued operations, after-tax - excluding certain revenues and expenses included in margins 17
Special items, after-tax (124) 520

Total $ (362) $ 164

• See “Statement of Income Analysis - Margins - Changes in Non-GAAP Financial Measures” for an explanation of Unregulated Gross Energy
Margins.

• Higher other operation and maintenance in 2012 compared with 2011 due to higher costs at PPL Susquehanna of $27 million including
refueling outage costs, payroll-related costs and project costs, $18 million due to the Ironwood Acquisition, $13 million due to eastern fossil
and hydroelectric tmit outages, $11 million of higher pension expense and $10 million of higher charges from support groups.

Higher other operation and maintenance in 2011 compared with 2010 primarily due to higher costs at PPL Susquehanna of $27 million
largely due to unplanned outages, the refueling outage and payroll-related costs, $23 million higher costs at eastern fossil and hydroelectric
units largely due to outages, and $12 million higher net costs at western fossil and hydroelectric units, largely resulting from insurance
recoveries received in 2010.
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• Higher depreciation in 2012 compared with 2011 primarily due to a $24 million impact from PP&E additions and $17 million due to the
bonwood Acquisition.

Lower taxes other than income in 2012 compared with 2011 primarily due to lower capital stock tax.

Higher taxes other than income in 2011 compared with 2010 primarily due to higher capital stock tax.

• Lower other income (expense) - net in 2012 compared with 2011 and higher other income (expense) - net in 2011 compared with 2010
primarily due to a $22 million gain on the July 2011 redemption of Senior Secured Bonds.

• Higher interest expense in 2012 compared with 2011 primarily due to hedging activity, which increased interest expense by $30 million and
$12 million related to the debt assumed as a result of the fronwood Acquisition, partially offset by $11 million of lower interest on short-term
borrowings and $4 million of higher capitalized interest.

Higher interest expense in 2011 compared with 2010 of $13 million primarily due to hedging activity and $8 million due to short-term
borrowings, partially offset by $15 million of higher capitalized interest.

• Lower income taxes in 2012 compared with 2011 due to lower 2012 pre-tax income, which reduced income taxes by $151 million and $23
million related to lower adjustments to valuation allowances on Pennsylvania net operating losses, partially offset by $21 million related to
the impact of prior period tax return adjustments.

Lower income taxes in 2011 compared with 2010 due to lower 2011 pre-tax income, which reduced taxes by $204 million and a $26 million
reduction in deferred tax liabilities related to an updated blended state tax rate resulting from a change in state tax apportionment. These
decreases were partially offset by $101 million related to adjustments to valuation allowances on Pennsylvania net operating losses, $16
million in favorable adjustments to uncertain tax benefits recorded in 2010 and an $11 million decrease in the domestic manufacturing
deduction resulting from revised bonus depreciation estimates.

The following after-tax gains (losses), which management considers special items, also impacted the Supply segment’s results.

Income Statement
Line Item 2012 2011 2010

Adjusted energy-related economic activity, net, net of tax of ($26), ($52), $85
-

. .Sales of assets:
“vIaine hydroelectric generation business, net of tax of $0, $0, ($9) (b)
,tStmdance indemnification, net of tax of SO, SO, SO

-- impairments:
ntniseion allowances, net of tax of SO, $1, $6 (c)
Renewable energy credits, net of tax of $0, $2, $0
Adjustments - nuclear decommissioning trust investments, net of tax of ($2), $0, $0
Other asset impairments, net of tax of $0, $0, $0

LKE acquisition-related adjustments:
Monetization of certain fuu-requiretnent sales contracts, net of tax of $0, $0, $89
Sale of certain non-core getieration facilities, net of tax of $0, $0, $37 (e)
Discontinued cash flow hedges and ineffectiveness, net of lax of $0, SO, $15 (I)
Reduction of credit facility, net of lax of $0, $0, 54 (g)

Other:
Montana hydroelectric litigation, net of tax of $0, ($30), $22
Litigation settlement - spent nuclear fitel storage, net of tax of $0, ($24), $0 (i)
Health care refonn - tax impact 0)
Montana basin seepage htigstion, net of tax of $0, $0, ($1)
Cottnterparty bankruptcy, net of tax of $5, $5, $0 (k)
Wholesale supply cost rehnbursement, net of tax of $0, ($3), $0
Ash basin leak retnediation adjustment, net of tax of($1), $0, $0
Coat contract tuodification payments, net of tax of 512, SO, SO (m)

Total

(a) $ 38 $ 72 $ (121)

Disc. Operations 15
Other Income-net

Other O&M
Other O&M
Other income-net
Other O&M

Gm)
Fuel
incosne Taxes
Other O&M
Other O&M
(1)
Other O&M
Fuel

(1) (10)
(3)

,

(1)

(125)
(2) (64)

(28)
(6)

45 (34)
33

(8)
2

(6) (6)
1 4

(17)
S 18 $ 142 $ (378)

(a) See “Reconciliation of Economnie Activity” below.
(b) Gains recorded on the cotnptetion of Use sale of fits Maine Isydroelectric generation business. See Note 9 to the Financial Statements for additional frtfonnation.
(c) Pmnadly represents flnpainnent cltarges of sulfimr dioxide emission allowances.
(d) In July 2010, in order to misc additional cash for the LKE acquisition, certain flill-requiretnent sales contracts were monetized that ressdtsd in caslt proceeds of $249

tnillion. See “Monetization of Certain Full-Reqsmiretnent Sales Contracts” in Note 19 to the Finsncial Statements for additional infonnation. $343 tnillion of pre-tax gains
were recorded to “Wholesale energy tnarketing” and $557 tnillion of pre-tax losses were recorded to “Energy ptmrchases” on the Statement of Income.

(d)
Disc. Operations
Other incotne-net
Interest Expense
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(e) Consists primarily of the initial impairment charge recorded wisen the business wss classified as held for sale. See Note 9 to Use Financisi Statements for additional
mfoimstion.

(I) Ass result of the expected net proceeds from the anticipated sale of certain non-core generation fscthties, coupled with Use monetization of certain hill-requirement sales
contrscts, debt that had been planned to be issued by PPL Energy Supply in 2010 was no longer needed. As a result, hedge accounting associated with interest rate swaps
entered into by PPL in anticipation of a debt issuance by PPL Energy Supply was discontinued.
In October 2010, PPL Energy Supply made borrowings under its Syndicated Credit Facility in order to enable a subsidiary to make loans to certain affiliates to provide interim
financing of amounts required by PPL to panially fund PPL’s acquisition of LKE. Subsequent to the repayment of such borrowing, the capacity was reduced, and ass result,
PPL Energy Supply wrote off deferred fees in 2010.
Tn March 2010, the Montana Supreme Court substantially affinned a June 2008 Montana District Court decision regarding lease payments for the use of certain Montana
etreambeda. Tn 2010, PPL Montana recorded a pre-tax charge of $56 million, representing estimated rental compensation for years prior to 2010, including interest. Of tIlt
total charge $47 million, pre-sax, was recorded to “Other operation and maintenance” and $9 million, pre-tax, was recorded to “Interest Expense” on the Statement of
Income. in August 2010, PPL Montana filed a petition for a writ of certiorsri with Use U.S. Supreme Court requesting the Court’s review of this mailer. In June 2011, Use
U.S. Supreme Court granted PPL Montana’s petition. In February 2012, the U.S. Supreme Court overturned the Montana Supreme Court decision and remanded the case to
the Montana Supreme Court for further proceedings consistent with Use U.S. Supreme Court’s opinion. Prior to the U.S. Supreme Court decision, $4 tnillion, pee-tax, of
interest expense on the rental compensation covered by the court decision was accmed in 2011. As a result of the U.S. Supreme Court decision, PPL Montana reversed its
total pre-tax loss accrual of $89 million, which had been recorded prior to the U.S. Supreme Court decision, of wIUcIt $79 million pee-tax is considered a special item because
it represented $65 million of rent for periods prior to 2011 and $14 million of interest accrued on the portion covered by the prior court decisioa These amounts were credited
to “Other operation and maintenance” and “Interest Expense” on the Statement of Income. See Note 15 to the Financial Statements for additional infonnstion.

(i) in May 2011, PPL Susquehanna entered into a senlement agreement with the U.S. Govemment relating to PPL Susquehanna’s lawsuit, seeking damages for the Department of
Energy’s failure to accept spent nuclear fuel from the PPL Susquehanns plant, PPL Susquehasma recorded credits to fuel expense to recognize recovery, under Use settlement
agreement, of certain coats to store spent nuclear fuel at the Susquehanna plant. This special item represents amounts recorded in 2011 to cover the costs incurred from 1998
Uwougls December 2010.

U) Represents income tax expense recorded as a result of the provisions within Health Care Reform which 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 Pan D Coverage.

(k) in October 2011, a wholesale customer, SMGT. filed for bankntptcy protection under Chapter 11 of the U.S. Bankruptcy code. In 2012, PPL EnergyPlus recorded an
additional allowance for unpaid atnounts under the long-term power contract, in March 2012, the U.S. Bankntptcy Court for the District of Montana approved the request to
terminate the contract, effective April 1, 2012.

(1) In January 2012, PPL received $7 million pre-tax, related to electhcity delivered to a wholesale custosner in 2008 and 2009, recorded ir”Wholesale energy marketing
Reallzed.” The additional revenue results from several tranasnission projects approved at PJ’M for recovery that were not initially anticipated at the time of the electricity
auctions and therefore were not included in the auction pricing. A FERC order was issued in 2011 approving the disbursement of these supply costs by the wholesale
customer to the suppliers, therefore, PPL accrued its share of tins additional revenue in 2011.

(m) As a restdt of lower electricity and natural gas prices, coal-ftred generation output decreased during 2012. Contract modification payments were incurred to reduce 2012 and
2013 contracted coal deliveries.

Reconciliation ofEconomic Activity

The followirtg table reconciles unrealized pre-tax gains (losses) from the table within “Commodity Price Risk (Non-trading) - Economic Activity”
in Note 19 to the Financial Statements to the special item identified as “Adjusted energy-related economic activity, net.”

2012 2011 2010
nerating Revenues

Unregulated retail electric and gas $ (17) $ 31 $
‘Wholesale energy marketing (311) 1,407 (805)

Operating Expenses
Fuel (14) 6 29
Energy Purchases 442 (1,123) 286

Energy-related econotnic activity (a) 100 321 (489)
Option premiums (b) (1) 19 32
Adjusted energy-related econotnic activity 99 340 (457)
Less: Uureslized economic activity associated with the monetization of certain

hill-requirement sales contracts in 2010 (c) (251)
Less: Economic activity realized, associated with the monetization of certain

frill-requirement sales contracts in 2010 35 216

_________________

Adjusted energy-related economic activity, net, pre-tax $ 64 $ 124 $ (206)

Adjusted energy-related economic activity, net, after-tax $ 38 $ 72 $ (121)

(a) See Note 19 to the Financial Statetnents for additional information.
(b) Adjustment for the net deferral and atnortization of option pretnimns over the delivery period of Ute item that was hedged or upon realization. Option pretulmns are recorded in

“Wholesale energy tnarketing - Realized” and “Energy purchases - Realized” on the Statetnents of income,
(c) See “Comuponettts of Monetization of Certain Full-Requirement Sales Contracts” below.

Components ofMonetization of Ce,-tain Full-Requirement Sales Contracts

The following table provides the components of the “Monetization of Cenain Full-Requirement Sales Contracts” special item.
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2010

full-requirement sales contracts monetized (a) $ (68)
1’’1onomic activity related to the frill-requirement sales contracts monetized (146)

Jonetization of certain full-requirement sales contracts, pre-tax (b) $ (214)

Monetization of certain full-requirement sales contracts, after-tax S (125)

(a) See “Commodity Price Risk (Non-trading) - Monetization of Certain Full-Requirement Sales Contiacts” in Note 19 to the financial Statements for additional infonnation.
(b) Includes unrealized losses of $251 million, which are reflected in’”’,Aiholesale energy marketing - Unrealized economic activity and Energy purchases - Unrealized economic

activity on the Statement of Income. Also includes net realized gains of $37 million, which are reflected ir “Wholesale energy marketing - Realized’ and “Energy purchaseS -

Realized on the Statement of Income.

2013 Outlook

Excluding special items, PPL projects lower segment earnings in 2013 compared with 2012, primarily driven by lower energy prices, higher fuel
costs, higher operation and maintenance, higher depreciation and higher financing costs, which are partially offset by higher capacity prices and
higher nuclear generation output despite scheduled outages for both Susquehanna units to implement a long-term solution to turbine blade issues.

Earnings in future periods are subject to va.i-iotis risks and uncertainties. See “Forward-Looking Information,” “Item 1. Business,” “Item IA. Risk
Factors,” the rest of this Item 7 and Note 15 to the Financial Statements 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 fmancial information prepared in accordance with GAAP, as well as three non-GAAP financial
measures: “Kentucky Gross Margins,” “Pennsylvania Gross Delivery Margins” and “Unregulated Gross Energy Margins.” 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. PPL believes that these

4
tneasures provide additional criteria to make investment decisions. These performance measures are used, in conjunction with other information,

)temally by senior management and the Board of Directors to manage the Kentucky Regulated, Pennsylvania Regulated and Supply segment
---dperations, analyze each respective segment’s actual results compared with budget and, in certain cases, to measure certain corporate fmancial

goals used in determining variable compensation.

PPL’s three non-GAAP financial measures include:

“Kentucky Gross 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, fuel and energy
purchases are deducted from revenues. In addition, utility revenues and expenses associated with approved cost recovery mechanisms are
offset. These mechanisms allow for recovery of certain expenses, returns on capital investments primarily associated with environmental
regulations and performance incentives. Certain costs associated with these mechanisms, primarily ECR and DSM, are recorded as “Other
operation and maintenance” and “Depreciation.” As a result, this measure represents the net revenues from the Kentucky Regulated segment’s
operations.

“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. In calculating this measure, utility revenues and expenses associated with
approved recovery mechanisms, including energy provided as a PLR, are offset with minimal impact on earnings. Costs associated with these
mechanisms are recorded in “Energy purchases,” “Other operation and maintenance,” which is primarily Act 129 costs, and “Taxes, other
than income,” which is primarily gross receipts tax. This performance measure includes PLR energy purchases by PPL Electric from PPL
EnergyPlus, which are reflected in “PLR intersegment utility revenue (expense)” in the table below. As a result, this measure represents the
net revenues from the Pennsylvania Regulated segment’s electric delivery operations.
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• “Unregulated Gross Energy Margins is a single fmancial performance measure of the Supply segment’s competitive energy non-trading and
trading activities. In calculating this measure, the Supply segment’s energy revenues, which include operating revenues associated with
certain Supply segment businesses that are classified as discontinued operations, are offset by the cost of fuel, energy purchases. certain other
operation and maintenance expenses, primarily ancillary charges, gross receipts tax, which is recorded in “Taxes, other than income,” and
operating expenses associated with certain Supply segment businesses that are classified as discontinued operations. 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 fluctuations 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, which are recorded in “PLR intersegment utility revenue (expense)” in the table below. PPL
excludes from “Unregulated Gross Energy Margins” the Supply segment’s adjusted 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’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 adjusted 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.

Reconciliation of Non-GAAP Financial Measures

The following tables reconcile “Operating Income” to PPL’s three non-GAAP fmancial measures.

2012 2011
Unregulated Unregulated

Kentucky PA Gross Gross Kentucky PA Gross Gross
Gross Delivery Energy Operating Gross Delivery Energy Operating

Margins Margins Margins Other (a) Income (b) Margins Margins Margins Other (a) Income (b)

Operating Revenues
Utility $ 2,759 $ 1,760 $ 2,289 (d) $ 6,808 $ 2,791 $ 1,881 $ 1,620 (U) $ 6,292
PLR intersegment utility

revenue (expense) (e) (78) $ 78 (26) $ 26
Unregulated retail

electric and gas 865 (21) (g) 844 696 30 (g) 726e Wbolesale energy marketing
Realized 4,412 21 (0 4,433 3,745 62 (0 3,807
Unrealized economic

activity (311)(g) (311) 1,407 (g) 1,407
Net energy trading margins 4 4 (2) (2)
Energy-related businesses

___________

508 508

______________

507 507
Total Operating
Revenues 2.759 1,682 5,359 2.486 12,286 2,791 1,855 4,465 3,626 12.737

Operating Expenses
Fuel 872 931 34 Iì) 1,837 866 1,151 (71)(h) 1,946
Energy purchases

Realized 195 550 2.204 48 (0 2,997 238 738 912 242 (0 2,130
Unrealized economic

activity (442)(g) (442) 1,123 (g) 1,123
Other operation and

maintenance 101 104 19 2,611 2,835 90 108 16 2,453 2,667
Depreciation 51 1,049 1,100 49 911 960
Taxes, other than income 91 34 241 366 99 30 197 326
Energy-related businesses 484 484 484 484
Intercompany etilninations

_________

(3) 3

______________ ___________ ___________

(11)

_____________

$

___________

Total Operating Expenses 1,219 742 3,191 4,025 9,177 1,243 934 2,112 5,347 9,636
Discontinued operations

__________ __________ ____________ _______________ ____________ ____________ __________

12 (12) (i)

____________

Total S 1,540 $ 940 $ 2,168 $ (1,539) S 3,109 $ 1,548 $ 921 $ 2,365 $ (1,733) S 3,101
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2010
Unregulated

Kentucky PA Gross Gross
Gross Delivery Energy Operating

Margins (c) Margins Margins Other (a) Income (b)

.ipera flog Revenues
Utility $ 2,448 $ 1,220 (d) $ 3,668
PLR intersegment utility

revenue (expense) (e) (320) $ 320
Unregulated retail

electric and gas 414 1 415
Wholesale energy marketing

Realized 4,511 321 (1) 4,832
Unrealized economic

activity ($05) (g) (805)
Net energy trading margins 2 2
Energy-related businesses

__________ _____________

409 409
Total Operating Revenues 2,128 5.247 1,146 8,521

Operating Expenses
fuel 1,132 103 (b) 1,235
Energy purchases

Realized 1,075 1,389 309 (1) 2,773
Unrealized economic

activity (286) (g) (286)
Other operation and

maintenance 76 23 1,657 1,756
Amortization of recoverable

transition costs
Depreciation 556 556
Taxes, other than income 129 14 95 23$
Energy-related businesses 383 383
Intercompany eliminations (7) 3 4

___________

Total Operating Expenses 1,273 2,561 2,821 6,655
Discontinued operations

___________

84 ($4) (i)

_____________

Total $ $55 $ 2,770 $ (1,759) $ 1,866

(a) Represents amounts excluded from Margins.

(cb)

As reported on the Statements of Income.
LKE was acquired on November 1,2010. Kentucky Gross Margins were not used to measure the fmancial perfonnance of the Kentucky Regulated segment in 2010.

,/) Primarily represents WPD’a utility revenue. 2010 also includes LKE’s utility revenues for the two-month period subsequent to the November 1, 2010 acquisition.
(è) Primarily related so PLR supply sold by PPL EnergyPlus to PPL Electric.
(1) Represents energy-related economic activity as described in “Commodity Price Risk (Non-trading) - Economic Activity” within Note 19 to the Financial Statements. For 2012,

“Wholesale energy marketing - Realized” and “Energy purchases - Realized” include a net pre-tax loss of $35 million related to the monetization of certain full-requirement sales
contracts. 2011 includes a net pre-tax loss of $216 million related to the monetization of certain flilI-reqttiresnent sales contracts and a net pre-tax gain of $19 million related to
tlte amortization of option premiuuns. 2010 includes a net pre-tax gain of $37 million related to the monetization of certain full-requirement sales contracts and a net pre-tax gain
of $32 miliion related to the amortization of option premiums.

(g) Represents energy-related economic activity, which is subject to fluctuations in value due to market price volatility, as described ft Cotmuodity Price Risk (Non-trading) -

Economic Activity” within Note 19 to the Financial Statements.
(It) Includes economic activity related to fuel as described in ‘Commodity Price Risk (Non-trading) - Economic Activity” within Note 19 to the Financial Statements. 2012 includes

a net pre-tax loss of $29 million related to coal contract modification payments. 2011 inclttdes pre-tax credits of $57 million for the spent nuclear fuel litigation settlement.
(i) Represents the net of certain revenues and expenses associated with certain businesses that are classified as discontinued operations. These revenues and expenses are not

reflected ft’ Operating Income” on the Statements of Income.

Changes in Non-GAAP Financial Measures

The following table shows PPLs three non-GAAP fmancial measures, as well as the change between periods. The factors that gave rise to the
changes are described below the table.
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2012 2011 Change 2011 2010 Change

Kentucky Gross Margins (a) $ 1,540 $ 1,54$ $ (8) $ 1,548 $ 1,548

Gross Delivery Margins by Component
Distribution $ 730 $ 741 $ (11) S 741 S 679 $ 62
Transmission 210 180 30 180 176 4

Total $ 940 $ 921 $ 19 $ 921 $ 855 $ 66

Unregulated Gross Energy Margins by Region
Non-trading

EastemUS. $ 1,865 $ 2,018 $ (153) $ 2,018 S 2,429 $ (411)
Western U.S. 299 349 (50) 349 339 10

Net energy trading 4 (2) 6 (2) 2 (4)
Total $ 2.168 $ 2,365 5 (197) S 2,365 $ 2,770 S (405)

(a) LKE was acquired on November 1,2010. Kentucky Gross Margins were not used to measure the fmancial perfonnance of the Kentucky Regulated segment in 2010.

Kentucky Gross Margins

Margins decreased in 2012 compared with 2011, primarily due to $6 million of lower wholesale margins, resulting from lower market
prices. Retail margins were $2 million lower, as volumes were impacted by unseasonably mild weather during the first four months of
2012. Total heating degree days decreased 11% compared to 2011, partially offset by a 6% increase in cooling degree days.

PPL acquired LKE on November 1, 2010. Margins for 2011 are included in PPLs results without comparable amounts for 2010.

Pennsylvania Gross Deliveiy Margins

Distribution

Margins decreased in 2012 cotnpared with 2011, primarily due to a $14 million unfavorable effect of mild weather early in 2012 and lower
revenue applicable to certain energy-related costs of $3 million due to fewer PLR customers in 2012, partially offset by a $7 million charge
recorded in 2011 to reduce a portion of the transmission service charge regulatory asset associated with a 2005 undercollection that was not
included in any subsequent rate reconciliations filed with the PUC.

(argins increased in 2011 compared with 2010, largely due to the PPL Electric distribution rate case which increased rates by approximately
d6% effective January 1, 2011, resulting in improved residential distribution margins of $6$ million. Additionally, residential volume variances

increased margins by an additional $4 million in 2011, compared with 2010, offset by unfavorable weather of $3 million for residential customers
in 2011 compared with 2010. Lastly, lower demand charges and increased efficiency as a result of Act 129 programs resulted in a $5 million
decrease in margins for commercial and industrial customers.

Transmission

Margins increased in 2012 compared with 2011, primarily due to increased investment in plant and the recovery of additional costs through the
FERC formula-based rates.

Unregulated Gross Energy Margins

Eastern US.

The changes in Eastern U.S. non-trading margins were:
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2012 vs. 2011 2011 vs. 2010

Bsselosd energy prices $ (121) $ (109)Baseload capacity prices (37) (90)
ermediste and peaking capacity prices (17) (58)
-requirement sales contracts (a) (15) 70pact of non-core generation facilities sold in the first quarter of 2011 (12) (48)Higher nuclear fuel prices (12) (10)Net economic availability of coal and hydroelectric units (b) (10) (72)Higher coal prices (2) (40)Nuclear generation volume (c) (29)Intermediate and peaking Spark Spresds 11 24Retail electric 15 (7)konwood Acquisition, which eliminated tolling expense (d) 41

Monetization of certain deals that rebalanced the business and portfolio (41)
Other 6 (1)

$ (153) $ (411)

(s) Higher margins in 2011 compared with 2010 were driven by the monetization of loss contracts in 2010 and lower customer migration to altemstive suppliers in 2011.
(b) Vnlumet were lower in 2011 compared with 2010 as a result of unplanned outages and the sale of our interest in Safe Harbor Water Power Corporation.
(c) Volumes were fist in 2012 compared to 2011 due to an uprate in the third quarter of 2011 offset by higher plant outage costs in 2012. Volumes were lower in 2011 comparedwith 2010 primarily as a result of Use dual-unit turbine blade replacement outsges beginning in May 2011.
(d) See Note lOso the Financial Statements for additional iafonnstion.

if7estern US.

Non-trading margins were lower in 2012 compared with 2011 due to $34 million of lower wholesale volumes, including $31 million related to the
bankruptcy of SMGT, $9 million of higher average fuel prices and $9 million of lower wholesale prices.

Non-trading margins were higher in 2011 compared with 2010 due to higher net wholesale prices of $58 million, partially offset by lower
wholesale volumes of $45 million, primarily due to economic reductions in the coal unit output.

Utility Revenues

The increase (decrease) in utility revenues was due to:
2012 vs. 2011 2011 vs. 2010

Domestic:
• PPL Electric (a) $ (121) $ (567)

LKE (b) (34) 2,300
Total Domestic (155) 1,733

U.K.:
PPL WW

Price (c) 78 76
Volume(d) (13) (15)
Recovery of allowed revenues (e) (6) 7
Foreign cunency exchange rates (11) 25
Other (10) 8
Total PPL WW 38 101

WPD Midlands (f) 633 790
Total U.K. 671 891

Totsl $ 516 $ 2,624

(a) See “Pennsylvania Gross Delivery Margins” for ftwtlier information.
(b) See “Kentucky Gross Margins” for further information.
(c) The increase in 2012 compared wills 2011 was due to price increases effective April 1,2012 and April 1,2011. The increase in 2011 compared with 2010 was due to price

increases effective April 1, 2011 and April 1, 2010.
(d) The decresses in boils periods were primarily due to Use doumtum in the economy and the tmfsvorable effect of weather.
(e) The decrease in 2012 compared witis 2011 was pthnsrily due to a 2012 charge so income for the over-recovery of revenues from customers. The increase in 2011 compared with

2010 wss primarily due to a revised estimate of network electricity line losses.
(I) Amounts in each period were not comparable as 2011 includes eight months of WPD Midlands’ results. The increase in 2012 compared wiils 2011 was pthnsrily due to four

additional snouths of utility revenue in 2012 of $446 million. The cosuparshle eight month period was $125 snillionlsiglser in 2012 compared to 2011 due to a price increase
effective April 1,2012.
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Other Operation and Maintenance

The increase (decrease) in other operation and maintenance was due to:

2012 vs. 2011 2011 vs. 2010
£Jomestic.

LKE(a) $ 612
LKE coal plant maintenance (b) £ 19
Act 129 costs incurred (c) (6) 26
Vegetation management (d) 11 (8)
Montana hydroelectric litigation (e) 75 (121)
PPL Suaquehanna nuclear plant costa (f) 27 27
Costa at Western fossil and hydroelectric plants (g) (1) 12
coata at Eastern fossil and hydroelectric plants (h) 13 23
fronwood acquisition (i) 18
Payroll-related costs (j) 26 11
PUC-reportable storm costs, net of insurance recoveries 14 (10)
Uncollectible accounts (k) (4) 21
Pension expense 19 (5)
Stock based compensation 17 7
Other (12)

U.K. Regulated Segment:
PPL WW (1) 23 15
WPDMidlands(m) (85) 313

$ 168 $ 911

(a) 2011 compared with 2010 is not comparable as 2010 includes two months of LKE’a results,
(b) 2012 compared with 2011 was higher primarily due to $11 million of expense related to an increased scope of scheduled outages.
(c) Relates to costs associated with PPL Electric’s PUC-approved energy efficiency and conservation plan. These costs are recovered in customer rates. There were initially 15

Act 129 programs which began in 2010 and continued to ramp up in 2011. Some of the energy efficiency programs were reduced or closed in 2012 resulting in lower
operation and maintenance expense.

(d) PPL Electric incurred more expense in 2010 and 2012 compared to 2011 due to increased vegetation managetnent activities related to transmission lines to comply with
federal reliability requirements as well as increased vegetation managesnent for Use distribution system in 2012 in an effort to maintain and increase system reliability.

(e) In March 2010, the Montana Supretne Court substantially affirmed a June 2008 Montana District Court decision regarding lease payments for Use use of certain Montana
streambeds. As a result, in Use first qunrter of 2010, PPL Montana recorded a charge of $56 million, representing estimated rental compensation for the first quarter of 2010
and prior years, including interest. The portion of the total charge recorded to “Other operation and tnaintenance” on Use Statement of Income totaled £49 million. In August
2010, PPL Montana filed a petition for a writ of certiorari with Use U.S. Supreme Court requesting Use Court’s review of tins mailer. In June 2011, the U.S. Supreme Court
granted PPL Montana’s petition. In Febntaiy 2012, the U.S. Supreme Court ovemimed the Montana Supreme Court decision and remanded the case to the Montana Suprente
Court for fltrtlier proceedings consistent with the U.S. Supreme Court’s decision, As a result in 2011, PPL Montana reverted its total loss accusal of $89 million, winch lsad
been recorded prior to the U.S. Supreme Court decision, of winch $75 tnillion was credited to “Other operation and maintenance” on the Statement of Income.
2012 compared with 2011 was higher primarily due to $1 1 million of higher payroll-related costs, $7 million of higher project costs and £7 million of higher costs from the
refueling oseage. 2011 cotnpared with 2010 was higher primarily due to $11 million of higher payroll-related coats, $10 million of higher outage costs and $8 million of
higher costs from tbe refueling outage.

(g) 2011 compared with 2010 was higher primarily due to $11 million of lower insurance proceeds.
(Ii) 2012 compared with 2011 was higher primarily due to plant outage costs of $13 million. 2011 compared with 2010 was lsigher primarily due to plant outage costs of $13

million.
(i) Tlsere are no comparable amounts in 2011 as the fronwood Acquisition occurred in April 2012.
(j) 2012 compared with 2011 was Isigher prhnnrily due to lsigber payroll costs of $17 million in 2012 for PPL Electric due to less project costs being capitalized.
(k) 2011 compared wiUs 2010 was higher primarily due to SMGT filing for protection under Chapter 11 of the U.S. Banknmptcy Code, $11 million of damages billed to SMGT

were fully reserved.
(I) Both periods were higher due to higher pension cotta resulting frotn increased amortization of actuarial losses.
(m) Amnotmts in each period were not comparable as 2011 includes eiglst months of WPD Midlands’ results. The increase in 2012 comnpsred with 2011 was partially due to four

additional mnontlss of expense in 2012 of $86 million. The comparable eight monUm period was $171 mnillion lower in 2012 compared to 2011 due to $86 million of lower
severance compensation, early retirement deficiency costs and outplacemnent services for employees separating frotn the WPD tvlidlands companies as a reasilt of a
reorganization to transition the WPD Midlands comnpaniea to Use same operating strncture as WPD (South West) and ‘WPD (SouUs Wales), $34 million of lower other
acquisition related costs, and $26 miliion of lower pension expense.

Depreciation

The increase (decrease) in depreciation was due to:
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2012 vs. 2011 2011 vs. 2010

Additions to PP&E $ 65 $ 20
LIKE (a) (b) 285

D Midlands (c) 55 95
nwood Acquisition (Note 10) 17

3 4

Totat $ 140 $ 404

(a) For 2011 compared with 2010, includes $32 million of depreciation expense related to TC2, which began to dispatch in January 2011.
(b) 2011 compared with 2010 is not comparable as 2010 includes two months of LKE’s results.
(c) Ainoimts in each period were not comparable as 2011 includes eight months of WPD Midlands’ results. The increase in 2012 compared with 2011 is primarily due to four

additional months of expense in 2012 of $49 million.

Taxes, Other Than Income

The increase (decrease) in taxes, other than income was due to:

2012 vs. 2011 2011 vs. 2010

State gross receipts tax (a) $ (4) $ (5)
Domestic property tax expense (b) 14 (10)
Domestic sales and use tax (2)
State capital stock tax (c) (11) 11
LKE(d) 35
WPD Midlands (e) 33 60
Other 8 (1)

Total $ 40 $ 88

(a) The decrease in 2012 compared with 2011 was primarily due to a decrease in taxable electricity revenue. The decrease in 2011 compared with 2010 was primarily due to a
decrease in electricity revenue as customers chose altemative snpphers in 2010. This tax is included in”Unregulated Gross Energy Margins” and “Pennsylvania Gross Delivery
Margins” above.
The increase in 2012 compared with 2011 is primarily due to the hilly amortized PURTA refund that was refunded to the customers in 2011 pursuant to PUC regulations. The
decrease in 2011 compared with 2010 was primarily due to the amortization of the PURTA refund. This tax is included is” Pennsylvania Gross Delivery Margins” above.
The decrease in 2012 compared to 2011 was due to changes in the etatutory rate from the prior year. The increase in 2011 compared with 2010 was due in pan to the expiration
of the Keystone Opportunity Zone credit in 2010 and an agreed to change in a capital stock filing poaition with the state.
2011 compared with 2010 was not comparable as 2010 includes two months of LKE’s results.
Amounts in eacls period were not comparable as 2011 includes eight monfiss of WPD Midlands’ results. The increaae in 2012 compared wius 2011 is primarily due to four
additional months of expenae in 2012 of $30 million.

Other Income (Expense) - net

The increase (decrease) in other income (expense) - net was due to:

2012 vs. 2011 2011 vs. 2010

Change in the fair value of economic foreign currency exchange contracts (Note 19) $ (62) $ 7
Net hedge gains associated with the 2011 Bridge Facility (a) (55) 55
Foreign currency loss on 2011 Bridge Facihsy (b) 57 (57)
Gain on redemption of debt (c) (22) 22
Cash flow hedges (d) 29
WPD Midlands acquisition-related adjustments in 2011 (Note 10) 55 (55)
LKE acquisition-related adjustments in 2010 (Note 10) 31
Losses from equity method investments (9) (1)
Other (7) ‘1

Total $ (43) $

(a) Represents a gain on foreign currency contracts in 2011 that hedged the repayment of the 2011 Bridge Facility borrowing.
(b) Represents a foreign csurency loss in 2011 related to the repayment of the 2011 Bridge Facility borrowing.
(c) in Jsmly 2Oll,asa reasmlt of PPL Electric’s redemption of 7.125% Senior Secured Bonds due 2013, PPL recorded a gain on the accelerated amortization of the fair value

adjustment to the debt recorded in commecsion with previously senled fair value hedges.
(d) Represents losses reclassified from AOCI into earnings in 2010 associated with discontinued hedges at PPL for debt that lsad been planned to be issued by PPL Energy

Supply. As a result of the expected net proceeds from the sale of certain non-core generation facilities, coupled with the monetization of hill-requirement sales contracts, the
debt issuance was no longer needed.

Other-Than-Temporary Impairments

Primarily due to a $25 million pre-tax impairment of the EEl investment, other-than-temporary impairments increased by $21 million in 2012
compared with 2011. See Notes I and 18 to the Financial Statements for additional infonnation.
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Interest Expense

The increase (decrease) in interest expense was due to:

2012 vs. 2011 2011 vs. 2010

2011 Bridge Facility costs related to the acquisition of WPD Midlands (Noses 7 and 10) $ (44) S 44
2010 Bridge Facility coats related to the acquisition of LKE (Noses 7 and 10) (80)
2ol0EquityUnisa(a) (2) 28
2011 Equity Unita (b) 12 34
Short-term debt interest expense (c) (12) 11
Interest expense on the March 2010 WPD (South Wales) and WPD (South West) debt issuance 11
Inflation adjustment on U.K. Index-linked Senior Unsecured Noses (12) 5
LKE(d) 126
WPD Midlands (e) 80 154
konwood Acquisition (Nose 10) 12
Hedging activities and ineffectiveness 29 11
Capitalized interest (0 (6) (17)
Montana hydroelectric litigation (g) 10 (20)
Other (4) (2)

Total $ 63 $ 305

(a) Interest related to she issuance in June 2010 to support the LICE acquisition.
(b) Interest related to she issuance in April 2011 to support the WPD Midlands acquisition.
(c) 2012 compared with 2011 was lower prilnarily due to lower interest rates on 2012 short-term borrowings coupled wiils lower fees on credit facilities. 2011 compared with 2010

was higher pthnarily due to increased borrowings in 2011 and an increase in commitment fees on credit facilities.
(d) 2011 compared with 2010 is not comparable as 2010 includes two months of LICE’s results.
(e) Asnosmts in each period are not comparable as 2011 includes eight months of WPD Midlands’ results. The increase in 2012 compared win 2011 is primarily due to four

additional months of expense in 2012 of $74 nilifion.
(I) Includes AFtJDC.
(g) In March 2010, the Montana Supreme Court substantially affmned a June 2008 Montana District Court decision regarding lease payments for the use of certain Montana

streambeds. 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 snatter. In 2011 and 2010,
PPL Montana, recorded $4 million and $10 million of interest expense on the rental compensation covered by the court decision. In Febniasy 2012, the U.S. Supreme Court
overturned the Montana Supreme Court decision and remanded the case to the Montana Supreme Court for further proceedings consistent with the U.S. Supreme Court’s
opinion. As a result, in the fourth quarter of 2011 PPL Montana reversed its total lost sccnml of $89 million, which had been recorded prior to the U.S. Supreme Court decision,
of which $14 million was credited to “Interest Expense” on the Statement of Income.

Income Taxes

increase (decrease) in income taxes was due to:

2012 vs. 2011 2011 vs. 2010

Higher (lower) pre-tax book income $ (296) $ 168
State valuation allowance adjustments (s) (23) 101
Slate deferred tsx rate change (b) 7 (26)
Domestic manufacturing deduction (c) II
Federal and slate tax reserve adjustments (d) (40) 99
Federal and state tax return adjusssnents (e) 33 (14)
U.S. income tax on foreign earnings net of foreign Isx credit (1) 57 (59)
U.K. Finance Act adjustments (g) 2 (16)
Foreign valuation allowance adjustments (Is) (147) (68)
Foreign tax reserve adjustments (h) 134 (141)
U.K. capital loss benefit (h) 261
Foreign tax return adjustments (6)
Health Care Reform (8)
LKE (i) 125
Depreciation not normalized (a) 9 (14)
WPD Midlands (() 146 (2)
Net operating loss canyforward adjustments (k) (9)
Other (t3) 11

Total $ (146) $ 428

(a) During 2011, the Pennsylvania Department of Revenue issued interpretive guidance on the treatment of bonus depreciation for Pennsylvania income sax purposes. The guidance
allows 100% bonus depreciation for qualitying assets in the same year bonus depreciation is allowed for federal income tax purposes. Due to the decrease in projected taxable
income related so bonus depreciation and a decrease in projected future taxable income, PPL recorded a $43 muillion state deferred income sax expense related to deferred tax
valuation allowances thinng 2011.
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Additionally, the 100% Pennsylvania bonus depreciation deduction created a current elate income tax benefit foe the flow-through impact of Pennsylvania regulated elate tax
depreciation. The federal provision for 100% bonus depceciation generally applies to property placed into set-vice before January 1, 2012. The placed in-service deadline is
extended to January 1, 2013 for property that has a cost in excess of $1 million, has a production period longer than one year and has a tax life of at least ten years. PPL’s tax
deduction for 100% bonus regulated tax depreciation was significantly lower in 2012 than in 2011.

Pennsylvania RB. 1531, enacted in October 2009, increased the net operating loss limitation to 20% of taxable income for tax yeara beginning in 2010. Based on the projected
revernte increase related to the expiration of the generation rate caps in 2010, PPL recorded a $72 million state deferred income tax benefit related to the reversal of deferred tax
valuation allowances related to the future projections of taxable income over the remaining canyforward period of the net operating losses during 2010.
Changes in state apportiomnent resulted in reductions to the future estimated state tax rate at December 31, 2012 and 2011. PPL recorded a $19 million deferred tax benefit in
2012 and a $26 million deferred tax benefit in 2011 related to its state deferred tax liabilities.
In December 2010, Congress enacted legislation allowing for 100% bonus depreciation on qualified property. The increased tax depreciation eliminated the tax benefit related to
the domestic manufacturing deduction in 2012 and 2011.
In 1997, the U.K. imposed a Windfall Profits Tax (WPT) on privatized utilities, including WPD. PPL filed its federal income tax retums for years subsequent to its 1997 and
1998 rlatins for refimd on Ute basis that the U.K. WPT was creditable. In September 2010, the U.S. Tax Court (fax Court) ruled in PPL’t favor in a dispute with the IRS,
concluding that the U.K. WPT is a creditable tax for U.S. tax purposes. As a result and with the finalization of other issues, PPL recorded a $42 million tax benefit in 2010. In
Janstasy 2011, the IRS appealed the Tax Court’s decision to the U.S. Court of Appeals for the Tlsird Cirrint (Third Circuit). In December 2011, the Third Circuit issued its
opinion reversing the Tax Court’s decision, holding Usas Use U.K. WPT is not a creditable tax. As a result of the Third Circuit’s adverse determination, PPL recorded a $39
million expense in 2011. Ia Febmasy 2012, PPL filed a petition for rehearing of the Third Circuit’s opinion. In March 2012, the Third Circuit denied PPL’s petition. In June
2012, the U.S. Cowl of Appeals for the Fifth Circuit issued a ronfraty opinion in an identical case involving another company. In July 2012, PPL filed a petition for a writ of
certiorari seeking U.S. Supreme Court review of Use Third Circuit’s opinion. The Supreme Court granted PPL’s petition on October 29, 2012, and oral argument was held on
February 20, 2013. PPL expects the case to be derided before the end of the Supreme Cowl’s current term in June 2013 and cannot predict the outcome of this wafter.

In 2010. the Tax Cowl ruled in PPL’s favor in a dispute wids the IRS, concluding that street lighting assets are depreciable for tax purposes over seven years. As a result, PPL
recorded a $7 million tax benefit to federal and state income tax reserves and related deferred income taxes during 2010.

(e) During 2012, PPL recorded $16 million in federal and state income tax expense related to Ute filing of the 2011 federal and state income tax returns. Of this amount, $5 million
relates to the reversal of prior years’ state income tax benefits related to regulated depreciation. PPL changed its meilsod of accounting for repair expenditures for tax purposes
effective for its 2008 tax year. In August 2011, tlte IRS issued guidance regarding the use and evahmtion of statistical samples and sstnpling estimates for network assets. The
IRS gindanre provided a safe Isarbor method of determining wheilter the repair expenditures for electric transmission and distribution property ran be rurrently deducted for tax
purposes. PPL adopted Uts safe harbor method with the filing of its 2011 federal income tax return.

During 2011, PPL recorded $17 million in federal and state tax benefits related to the filing of sIte 2010 federal and state income tax returns. Of this amount, $7 million in tax
benefits related to an additional domestic manufartisring dedurtion resulting from revised bonus depreciation smounts and $3 snillion in tax benefits related to the flow-through
impart of Pennsylvania regulated state tax depreciation.

(f) During 2012, PPL recorded a $23 million adjusttnent to federal income tax expense related to tlte recalculation of 2010 U.K. earnings and profits.

During 2011, PPL recorded a $28 million federal income tax benefit related to U.K. pension contributions.

During 2010, PPL recorded additional U.S. income tax expense primarily resulting from increased taxable dividends.
The U.K.’s Finance Art of 2012, enacted in July 2012, reduced Use U.K. statutory income tax rate frorn 25% to 24% retrosrtive to April 1, 2012 and frorn 24% to 23% effective
April 1, 2013. As a result, PPL reduced its net deferred tax liabilities and recognized a $75 snillion deferred tax betsefit in 2012 related to both rate decreases. WPD Midlands’
portion of Use deferred tax benefit is $43 snillion.

The U.K’s Finance Art of 2011, enacted in July 2011, redured the U.K. statutory income tax rate from 27% to 26% retroartive to April 1, 2011 and from 26% to 25% effertive
April 1, 2012. As a result, PPL redured its net deferred tax lisbllities and recognized a $69 million deferred tax benefit in 2011 related to both rate decreases. WPD blidlands’
portion of the deferred tax benefit is $35 million.

The U.K’s Finance Art of 2010, enacted in July 2010, reduced Use U.K. statutory inrosne tax rate from 28% to 27% effective April 1,2011. Ass result, PPL reduced its net
deferred tax liabilities and recognized an $18 snillion deferred tax benefit in 2010.

(Is) During 2012, PPL recorded aSS million tax benefit following resoltaion of a U.K. tax issue related so interest expense.

During 2011, WPD reached an agreement with Use HlvfRC related to tlse amount of Use capital losses that resulted from prior years’ restnsrftinng in Use U.K. and recorded a $147
snillion foreign tax benefit for the reversal of tax reserves related to the capital losses. Additionally, WPD recorded a $147 million valuation allowanre for tlse asnosmt of capital
losses that, more likely than not, will not be utilized.

During 2010, PPL rerorded a $261 snillion foreign tax benefit in conjunction witis losses resulting frosn restnsrturing in Use U.K. A portion of these losses offset tax on a
deferred gain from a prior year sale of WPD’s supply business. WPD rerorded a $215 million valuation allowanre for Use atnount of capital losses Usat, rnore likely tlsau not, will
not be tstilized.

(i) 2011 compared with 2010 was not rosnparable as 2010 includes two snonUss of LKE’s results.
(I) Amounts in each period were not comparable as 2011 includes eight monUss of WPD Midlands’ results. The increase its 2012 compared wiils 2011 was primarily due to higher

pre-tax book inrosne.
(k) During 2012, PPL rerorded adjussrnents to deferred taxes related to net operating loss rarryforwards of LKE based on income tax return sdjustsnents.

See Note 5 to the Financial Statements for additional information on income taxes,

Discontinued Operations

Income (Loss) from Discontinued Operations (net of income taxes) decreased by $8 million in 2012 compared with 2011 primarily due to an
adjustment recorded in 2012 to a liability for indenmifications related to the termination of the WK.E lease in 2009.
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Income (Loss) from Discontinued Operations (net of income taxes) increased by $19 million in 2011 compared with 2010 primarily due to afler
tax impairment charges recorded in 2010 totaling $62 million related to assets associated with certain non-core generation facilities sold in 2011
that were written down to their estimated fair value (less cost to sell). The impacts of these charges were offset by the net results of certain other
discontinued operations.

ee Note 9 to the financial Statements for additional information.

Noncontrolling Interests

“Net Income Attributable to Noncontrolling Interests” decreased by $12 million in 2012 compared with 2011. The decrease is primarily due to
PPL Electric’s June 2012 redemption of all 2.5 million shares of its preference stock.

Financial Condition

Liquidity and Capital Resources

PPL expects to continue to have adequate liquidity available through operating cash flows, cash and cash equivalents, credit facilities and
cotmnercial paper issuances. Additionally, subject to market conditions, PPL currently plans to access capital markets in 2013.

PPL’s cash flows from operations and access to cost-effective bank and capital markets are subject to risks and uncertainties including, but not
limited to:

• changes in electricity, fuel and other commodity prices;
• operational and credit risks associated with selling and marketing products in the wholesale power markets;
• potential ineffectiveness of the trading, marketing and risk management policy and programs used to mitigate PPL’s risk exposure to adverse

changes iii electricity and fuel prices, interest rates, foreign currency exchange rates and counterparty credit;
• unusual or extreme weather that may damage PPLs transmission and distribution facilities or affect energy sales to customers;
• reliance on transmission and distribution facilities that PPL does not own or control to deliver its electricity and natural gas;
• unavailability of generating units (due to unscheduled or longer-than-anticipated generation outages, weather and natural disasters) and the

resulting loss of revenues and additional costs of replacement electricity;
the ability to recover and the timeliness and adequacy of recovery of costs associated with regulated utility businesses;
costs of compliance with existing and new environmental laws and with new security and safety requirements for nuclear facilities;
any adverse outcome of legal proceedings and investigations with respect to PPL’s current and past business activities;
deterioration in the financial markets that could make obtaining new sources of bank and capital markets funding more difficult and more
costly; and
a doxvngrade in PPLs or its rated subsidiaries credit ratings that could adversely affect their ability to access capital and increase the cost of
credit facilities and any new debt.

See “Item IA. Risk Factors for further discussion of risks and uncertainties that could affect PPL’s cash flows.

At December 31, PPL had the following:

2012 2011 2010

Cashandcashequivalents $ 901 $ 1,202 $ 925
Short-term investments (a)

_________________

16 163
$ 901 $ 1,218 $ 1,088

Short-tenn debt $ 652 $ 57$ $ 694

(a) 2010 amount represents tax-exempt bonds issued by Louisville/Jefferson County, Kentucky on behalf of LG&E that were subsequently purchased by LG&E Such bonds were
remarketed to unaffihiated investors in Januamy 2011. See Note 23 to the financial Statements for further discussion.
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At December 31, 2012, $225 million of cash and cash equivalents were denominated in GBP. If these amounts would be remitted as dividends,
PPL may be subject to additional U.S. taxes, net of allowable foreign tax credits. Historically, dividends paid by foreign subsidiaries have been
limited to distributions of the current years earnings. See Note 5 to the Financial Statements for additional information on undistributed earnings
of WPD.

e changes in PPL’s cash and cash equivalents position for the years ended December 31 resulted from;

2012 2011 2010

Net cash provided by (used in) operating activities $ 2,764 $ 2,507 S 2,033
Net cash provided by (used in) investing activities (3,123) (7,952) (8,229)
Net cash provided by (used in) fmancing activities 4$ 5,767 6,307
Effect of exchange rates on cash and cash equivalents 10 (45) 13
Net Increase (Decrease) in Cash and Cash Equivalents $ (301) $ 277 $ 124

Operating Activities

Net cash provided by operating activities increased by 10%, or $257 million, in 2012 compared with 2011. The increase was the net effect of:

• an increase of $339 million in net income, when adjusted for non-cash components; and
• a decrease of $60 million in defmed benefit plan funding; partially offset by
• changes in working capital of $178 million, primarily driven by changes in prepayments and net regulatory assets/liabilities offset by the

changes in counterparty collateral.

Included in the above amounts is the impact of having an additional four months of WPD Midlands operations in 2012. WPD Midlands’ cash
from operating activities increased by $190 million in 2012 compared with 2011.

Net cash provided by operating activities increased by 23%, or $474 million, in 2011 compared with 2010. The increase was the net effect of:

• operating cash provided by LKE, $743 million, and WPD Midlands, $234 million;
• cash from components of working capital, $435 million, primarily related to changes in prepaid income and gross receipts taxes; partially

offset by
• reduction in cash from counter party collateral, $172 million:

lower gross energy margins, $240 million after-tax:
proceeds from monetizing certain fttll-requirement sales contracts in 2010, $249 million:
higher interest payments of $44 million; and
increases in other operating outflows of $233 million (including $90 million of higher operation and maintenance expenses and defmed
benefits funding).

A significant portion of PPL’s Supply segment operating cash flows is derived from its competitive baseload generation business activities. PPL
employs a formal hedging program for its baseload generation fleet, the primary objective of which 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. See Note 19 to the Financial
Statements for further discussion. Despite PPL’s hedging practices, future cash flows from operating activities from its Supply segment are
influenced by commodity prices and, therefore, will fluctuate from period to period.

PPL’s contracts for the sale and purchase of electricity and fuel often require cash collateral or other credit enhancements, or reductions or
terminations of a portion of the entire contract through cash settlement, in the event of a downgrade of PPL’s or its subsidiaries’ credit ratings or
adverse changes in market prices. For example, in addition to limiting its trading ability, if PPLs or its subsidiaries’ ratings were lowered to below
‘investment grade” and there was a 10% adverse movement in energy prices, PPL estimates that, based on its December 31, 2012 positions, it
would have been required to post additional collateral of approximately $438 million with respect to electricity and fuel contracts. PPL has in
place risk managetnent programs that are designed to monitor and manage its exposure to volatility of cash flows related to changes in energy and
fuel prices, interest rates, foreign currency exchange rates, counterparty credit quality and the operating performance of its generating units.
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Investing Activities

The primary use of cash in investing activities in 2012 was for capital expenditures. In 2011, the primary uses of cash in investing activities were
for the acquisition of WPD Midlands and capital expenditures. In 2010, the primary uses of cash in investing activities were for the acquisition of

and capital expenditures. See “Forecasted Uses of Cash” for detail regarding projected capital expenditures for the years 2013 through 2017.

Net cash used in investing activities was $3.1 billion in 2012 compared with $7.9 billion in 2011. Excluding the impact of cash used for the 2011
acquisition of WPD Midlands, net cash used in investing activities increased by $934 million in 2012 compared with 2011. This increase reflects
$618 million of higher capital expenditures, $381 million less in asset sale proceeds (2011 sale of certain non-core generation facilities) and a
$143 million reduction in proceeds from the sale of certain investments (other than securities in the nuclear plant decommissioning trust flmds)
partially offset by a $239 million net change in restricted cash and cash equivalents. See Note 9 to the Financial Statements for additional
information on the sale of certain non-core generation facilities and Note 10 to the Financial Statements for additional information regarding the
WPD Midlands acquisition.

Net cash used in investing activities was $7.9 billion in 2011 compared with $8.2 billion in 2010. The 2011 amount includes the use of $5.8
billion of cash for the acquisition of WPD Midlands, while 2010 includes $6.8 billion for the acquisition of LICE. See Note 10 to the Financial
Statements for additional information regarding the acquisitions. Excluding the impact of the acquisitions, net cash used in investing activities
incrensed by $772 million in 2011 compared with 2010. This increase reflects $890 million of higher capital expenditures and a $228 million net
change in restricted cash, partially offset by $219 million of additional proceeds from the sale of certain businesses or facilities and $163 million
of proceeds from the sale of investments, other than securities in the nuclear plant decommissioning trust funds. PPL received proceeds of $381
million in 2011 from the sale of certain non-core generation facilities compared with proceeds of $162 million in 2010 from the sale of the Long
Island generation business and certain Maine hydroelectric generation facilities. See Note 9 to the Financial Statements for additional information
on the sale of these businesses or facilities.

Financing Activities

Net cash provided by fmancing activities was $48 million in 2012 compared with $5.8 billion in 2011. The decrease of $5.7 billion was primarily
the result of lower net long-term debt issuances of $3.4 billion and less proceeds from the issuance of common stock of $2.2 billion. Both of these
decreases were primarily related to the 2011 acquisition of WPD Midlands. The decrease also included $250 million paid to redeem a subsidiary’s
preference stock and $87 million of higher common stock dividends. These decreases were partially offset by a $199 million net change in short-
term debt.

Net cash provided by fmancing activities was $5.8 billion in 2011 compared with $6.3 billion in 2010, primarily as a result of issuance of long
A ‘vm debt and equity related to the acquisition of WPD Midlands in 2011 and the acquisition of LKE in 2010. The decrease of $540 million was

Jimarily the result of lower net long-term debt issuances of $87 million, lower proceeds from the issuance of common stock of $144 million,
$180 million of higher common stock dividends and a $195 million decrease in net, short-term debt.

See “Forecasted Sources of Cash” for a discussion of PPL’s plans to issue debt and equity securities, as well as a discussion of credit facility
capacity available to PPL. Also see “Forecasted Uses of Cash” for a discussion of plans to pay dividends on common securities in the future, as
well as maturities of long-term debt.

Long-term Debt and Equity Securities

The long-term debt and equity securities activity for the year ended December 31, 2012 was:

Equity
Debt Issuances

Issuances (a) Retirements (Redemptions)

PPL Capital Funding Senior Notes (b) $ 798 $ (99)
PPL Electric First Mortgage nonda 249
WPD (East Midlands) Senior Notes 176
PPL Electric preference stock (c)

__________________
__________________

$ (250)
Total Cash Flow Isnpact $ 1,223 $ (99) $ (250)
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Equity
Debt Issuances

Issuances (a) Retirements (Redemptions)

ssumed though consolidation - fronwood Acquisition (d) $ 258
n-cash Exchanges:

LEE Senior Notes (e) $ 250 $ (250)

Net Increase (decrease) $ 1,382 $ (250)

(a) Isstiances are net of pricing discounts, where applicable and exclude the impact of debt issuance costs.
(b) Senior unsecured notes of $99 million were redeemed at par prior to their 2047 maturity date.
(c) Tn June 2012, PPL Electric redeemed all 2.5 million shares of its 6.25% Series Preference Stock, par value $100 per share, which was included in “Noncontrolling Interests” on

the 2011 Balance Sheet.
(U) Includes $24 million of fair value adjustments resulting from the purchase price allocation. See Note 10 to the financial Statements for additional information on the acquisition.
(e) In June 2012, LEE completed an exchange of all its outstanding 4.375% Senior Notes due 2021 issued in September2011 in a transaction not registered under the Securities Act

of 1933, for similar securities that were isstsed in a transaction registered with the SEC.

In addition to the above, in April 2012, PPL made a registered underwritten public offering of 9.9 million shares of its common stock. In
conjunction with that offering, the underwriters exercised an option to purchase 591 thousand additional shares of PPL common stock solely to
cover over-allotments.

In connection with the registered public offering, PPL entered into forward sale agreements with two counterparties covering the 9.9 million
shares of PPL common stock. Settlement of these initial forward sale agreements will occur no later than April 2013. As a result of the
underwriters’ exercise of the overallotment option, PPL entered into additional forward sale agreements covering the additional 591 thousand
shares of PPL common stock. Settlement of the subsequent forward sale agreements will occur no later than July 2013. Upon any physical
settlement of any forward sale agreement, PPL will issue and deliver to the forward counterparties shares of its common stock in exchange for
cash proceeds per share equal to the forward sale price. The forward sale price will be calculated based on an initial forward price of $27.02 per
share reduced during the period the contracts are outstanding as specified in the fonvard sale agreements. PPL may, in certain circumstances,
elect cash settlement or net share settlement for all or a portion of its rights or obligations under the forward sale agreements.

PPL will not receive any proceeds or issue any shares of common stock until settlement of the forward sale agreements. PPL intends to use any
net proceeds that it receives upon settlement to repay short-term debt obligations and for other general corporate purposes.

The forward sale agreements are classified as equity transactions. As a result, no amounts will be recorded in the consolidated fmancial
satements until the settlement of the forward sale agreements. Prior to those settlements, the only impact to the fmancial statements will be the

•)clusion of incremental shares within the calculation of diluted EPS using the treasury stock method.

See Note 7 to the Financial Statements for additional information about long-term debt and equity securities.

Forecasted Sources of Cash

PPL expects to continue to have sufficient sources of liquidity available in the near term, including cash flows from operations, various credit
facilities, commercial paper issuances and operating leases. Additionally, subject to market conditions, PPL currently plans to access capital
markets in 2013.

Credit Facilities

At December 31, 2012, PPL’s total committed borrowing capacity under credit facilities and the use of this borrowing capacity were:
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Letters of
Credit
Issued
and

Commercial
Committed Paper Unused
Capacity Borrowed Backstop Capacity

PPL Energy Supply Credit Facilities (a) $ 3,200 $ 631 $ 2,569
PPL Electric Credit Facilities (a) (b) 400 1 399
LG&E Credit Facility (a) 500 55 445
KU Credit Facilities (a) 598 268 330

Total Domestic Credit Facilities (c) (I) $ 4,698 $ 955 $ 3,743

PPL WW Credit Facility (d) (e) £ 150 £ 106 Wa £ 44
WPD (South West) Credit Facility (c) 245 Wa 245
WPD (East Midlands) Credit Facility (e) (g) 300 300
WPD (West Midlands) Credit Facility (e) (g) 300

______________

300
Total WPD Credit Facilities (h) (0 £ 995 £ 106 £ 889

(a) The syndicated credit facilities, at well at KU’s letter of credit facility, each contain a fmancial covenant requiting debt to total capitalization not to exceed 65% for PPL Energy
Supply and 70% for PPL Electric, LG&E and KU, as calculated in accordance with the facility, and other customary covenants. See Note 7 to die Financial Statements for
additional information regarding these credit facilities.

(b) Includes a $100 million credit facility related to an asset-backed commercial paper program through which PPL Electric obtaina fmancing by selling and contributing its eligible
accowitt receivable and imbilled revenue to a special purpose, wholly owned subsidiary on an ongoing baaia. The subsidiary pledges these assets to secure loans of up to an
aggregate of $100 million from a connnercial paper conduit sponsored by a fmancial institution. At December 31, 2012, based on accounta receivable and mibilled revenue
pledged, the amount available for borrowing tinder the facility was $100 million.

(c) The commitments under PPL’a domestic credit facilities are provided by a diverse bank group, with no one bank and its affiliates providing an aggregate commitment of more
than 9% of the total committed capacity.

(d) in December 2012, the PPL WW credit facility was subsequently replaced with a credit facility expiring in December 2016 and the rapacity was increaaed to £210 million.
(e) The facilities contain financial covenants that require the company to maintain an interest coverage ratio of not lest than 3.0 times consolidated eamings before income taxes,

depreciation and amortization and total net debt not in excese of 85% of its RAy, calculated in accordance with the credit facility.
(0 Each company pays customary feea under its reapective syndicated credit facility, as does KU under its letter of credit facility, and borrowings generally bear interest at LifiOR

bated rates plus an applicable margin.
(g) Under die facilities, WPD (Eaat Midlands) and WPD (West Midlanda) each have the ability to request the lendera to issue up to £80 million of letters of credit in lieu of

borrowing.
(Ii) The total amount borrowed at December 31, 2012 was a USD-denominated borrowing of $171 million, which equated to £106 million at the tmie of borrowing and bore interest

at 0.8452%. At December 31, 2012, the unused capacity of WPD’a coimnined credit facilities was approximately $1.4 billion.

The commitments under WPD’a credit facilities are provided by a diverae bank group with no one bank providing more than 16% of die total coimnined capacity.

addition to the fmancial covenants noted in the table above, the credit agreements governing the above credit facilities contain various other
covenants. Failure to comply with the covenants after applicable grace periods could result in acceleration of repayment of borrowings and/or
termination of the agreements. PPL monitors compliance with the covenants on a regular basis. At December 31, 2012, PPL was in compliance
with these covenants. At this time, PPL believes that these covenants and other borrowing conditions will not limit access to these funding
sources.

See Note 7 to the Financial Statetnents for thrther discussion of PPL’s credit facilities.

Commercial Paper

PPL Energy Supply maintains a $750 million commercial paper program to provide an additional fmancing source to fund its short-term liquidity
needs, if and when necessary. Commercial paper issuances are supported by PPL Energy Supply’s Syndicated Credit Facility. At December 31,
2012, PPL Energy Supply had $356 million of commercial paper outstanding at a weighted-average interest rate of 0.50%.

PPL Electric maintains a $300 million commercial paper program to provide an additional fmancing source to fund its short-term liquidity needs,
if and when necessary. Commercial paper issuances are currently supported by PPL Electric’s Syndicated Credit Facility. PPL Electric had no
commercial paper outstanding at December 31, 2012.
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In February 2012, LG&E and KU each established a commercial paper program for up to $250 million to provide additional financing sources to
fund its short-term liquidity needs, if and when necessaly. Commercial paper issuances are supported by LG&E’s and KU’s Syndicated Credit
Facilities. At December 31, 2012, LG&E and KU had $55 million and $70 million of commercial paper outstanding at a weighted average
interest rate, for each, of 0.42%.

l)perating Leases

PPL and its subsidiaries also have available funding sources that are provided through operating leases. PPL’s subsidiaries lease office space,
land, buildings and certain equipment. These leasing structures provide PPL additional operating and fmancing flexibility. The operating leases
contain covenants that are typical for these agreements, such as maintaining insurance, maintaining corporate existence and timely payment of
rent and other fees.

PPL, through its subsidiary PPL Montana, leases a 50% interest in Colsthp Units 1 and 2 and a 30% interest in Unit 3, under four 36-year, non-
cancelable operating leases. These operating leases are not recorded on PPL’s Balance Sheets. The leases place certain restrictions on PPL
Montana’s ability to incur additional debt, sell assets and declare dividends. See Note 7 to the Financial Statements for a discussion of other
dividend restrictions related to PPL subsidiaries.

See Note 11 to the Financial Statements for further discussion of the operating leases.

Long-term Debt and Equity Securities

PPL and its subsidiaries currently plan to incur, subject to market conditions, approximately $2.0 billion of long-term indebtedness in 2013, the
proceeds of which will be used to fund capital expenditures and for other general corporate purposes. In addition during 2013, two events will
occur related to the components of the 2010 Equity Units. PPL will receive proceeds of $1.1 50 billion through the issuance of PPL common stock
to settle the 2010 Purchase Contracts; and PPL Capital Funding expects to remarket the 4.625% Junior Subordinated Notes due 201$. See Note 7
to the Financial Statements for additional information.

In addition, PPL currently plans to issue new shares of common stock in 2013 in an aggregate amount up to $350 million under its forward
contracts (see Note 7 to the Financial Statements for more information), DRIP and various employee stock-based compensation mid other plans.

Forecasted Uses of Cash

In addition to expenditures required for normal operating activities, such as purchased power, payroll, fuel and taxes, PPL currently expects to
cur future cash outflows for capital expenditures, various contractual obligations, payment of dividends on its common stock and possibly the
,lirchase or redemption of a portion of debt securities.

Capital Expenditures

The table below shows PPLs current capital expenditure projections for the years 2013 through 2017.

Projected
2013 2014 2015 2016 2017

Construction expenditures (a) (b)
Generating facilities $ 814 $ 500 $ 514 $ 717 $ $31
Distribution facilities 1,780 1,654 1,712 1,711 1,763
Transmission facilities 723 599 457 413 390
Environmental 750 $12 536 312 128
Other 139 126 117 105 99

Total Construction Expenditures 4,206 3,691 3,336 3,258 3,211
Nuclear fuel 152 145 153 158 162

Total Capital Expenditures S 4.358 $ 3,836 $ 3,489 $ 3.416 $ 3.373

(a) Construction expenditures mclude capitalized interest and AFUDC, which are expected so total approximately 5160 million for the years 2013 through 2017.
(b) Includes expenditures for certain intangible assets.
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PPL’s capital expenditure projections for the years 2013 through 2017 total approximately $18.5 billion. Capital expenditure plans are revised
periodically to reflect changes in operational, market and regulatory conditions. For the years presented, this table includes projected costs related
to the planned 793 MW of incremental capacity increases for both PPL Energy Supply and LKE, PPL Electric’s asset optimization program to
replace aging transmission and distribution assets and the PJM-approved regional transmission line expansion project. This table also includes

‘s environmental projects related to existing and proposed EPA compliance standards (actual costs may be significantly lower or higher
depending on the fmal requirements; environmental compliance costs incurred by LG&E and KU in serving KPSC jurisdictional customers are

generally eligible for recovery through the ECR mechanism). See Notes 6 and 8 to the Financial Statements for information on LG&E’s and KU’s
ECR plans and the PJM-approved regional transmission line expansion project and the other significant development projects.

PPL plans to fi.md its capital expenditures in 2013 with cash from operations and proceeds from the issuance of common stock and debt securities.

Contractual Obligations

PPL has assumed various fmancial obligations and commitments in the ordinary course of conducting its business. At December 31, 2012, the
estimated contractual cash obligations of PPL were:

Total 2013 2014- 2015 2016-2017 After 2017

Long-tennDebt(a) $ 19,435 $ 751 $ 1,645 $ 946 $ 16,093Interest onLong-termDebt(b) 14,276 932 1,704 1,530 10,110Operating Leases (c) 507 109 191 58 149Purchase Obligations (d) 8,770 2,642 2,847 1,604 1,677Other Long-tenn Liabilities
Reflected on the Balance
Sheet under GAAP (e) (f) 607 560 47

_____________________ _____________________

Total Contractual Cash Obligations $ 43,595 $ 4.994 $ 6.434 $ 4,138 S 28,029

(a) Reflects principal maturities only based on stated maturity dates, except for PPL Energy Supply’s 5.70% REset Put Securities (REPS). See Note 7 to the Financial Statements fora discussion of the remarketing feature related to the REPS, as well as discussion of variable-rate remarketable bonds issued on behalf of PPL Energy Supply, LG&E and
KU. PPL does not have any significant capital lease obligations.

(b) Asswnes interest payments through stated maturity, except for the REPS, for which interest is reflected to the put date. The payments herein are subject to change, as payments
for debt tltat is or becomes variable-rate debt have been estimated and payments denominated in British pounds sterling have been translated to U.S. dollars at a current foreigncurrency exchange rate.

(c) See Note 11 to the financial Statements for additional information.
(d) The amounts include agreements to purchase goods or services that are enforceable and legally binding and specify all significant terms, including; fixed or mninimsun quantities

to be purchased; fixed, tninimmn or variable price provisions; and the approximate trining of the transaction. Primarily includes PPL’s purchase obligations of electricity, coal,nuclear fuel and limestone as well as certain constntction expenditures, which are also included in the Capital Expenditures table presented above, financial swaps and openpurchase orders that are provided on demand with no fmn cotmmttnent are excluded from the amounts presented.
The amounts include WPD’s contractual deficit pension funding requirements arising ftom actuarial valuations performed in March 2010 and Jtme 2011. The U.K. electricityregulator currently allows a recovery of a substantial portion of the contributions relating to the plan deficit; however, WPD cannot be certain that this will continue beyond thecurrent review period, wiicli extends to March 31, 2015. The amounts also inchtde contributions made or committed to be made for 2013 for PPL’s and LKEs U.S. pension
plans. See Note 13 to the Financial Statetnents for a discussion of expected contributions.

Also included in the amounts are contract adjttstment payments related to the Purchase Contract component of die Equity Units. See Note 7 to the financial Statements for
additional information on the Equity Units.

(1) At December 31, 2012, total unrecognized tax benefits of $92 million were excluded from this table as PPL cannot reasonably estimate the amount and period of future
payments. See Note 5 to the financial Statetnents for additional information.

Dividends

PPL views dividends as an integral component of shareowner return and expects to continue to pay dividends in amounts that are within the
context of maintaining a capitalization structure that supports investment grade credit ratings. In 2012, PPL’s Board of Directors declared an
increase to its quarterly dividend on its common stock to 36.0 cents per share (equivalent to $1.44 per share per annum). In february 2013, PPL’s
Board of Directors declared an increase to its quarterly dividend on its common stock to 36.75 cents per share (equivalent to $1.47 per share per
annum). Future dividends will be declared at the discretion of the Board of Directors and will depend upon future earnings, cash flows, fmancial
and legal requirements and other relevant factors at the time. As discussed in Note 7 to the Financial Statements, subject to certain exceptions,
PPL may not declare or pay any cash dividend on its common stock during any period in which PPL Capital Funding defers interest payments on
its 2007 Series A Junior Subordinated Notes due 2067, its 4.625% Junior Subordinated Notes due 2018, or its 4.32% Junior Subordinated Notes
due 2019 or until deferred contract adjustment payments on PPL’s Purchase Contracts have been paid. No such deferrals have occurred or are
currently anticipated.
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See Note 7 to the financial Statements for other restrictions related to distributions on capital interests for PPL subsidiaries.

Purchase or Redemption ofDebt Securities

will continue to evaluate its outstanding debt securities and may decide to purchase or redeem these securities depending upon prevailing
iarket conditions and available cash.

Rating Agency Actions

Moody’s, S&P and Fitch periodically review the credit ratings on the debt 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. The credit ratings of PPL and its subsidiaries affect its liquidity, access to capital markets and cost of borrowing under its credit
facilities.

The following table sets forth PPL’s and its subsidiaries’ security credit ratings as of December 31, 2012.

Senior Unsecured Senior Secured Commercial Paper

Issuer Moody’s S&P Fitch Moody’s S&P Fitch Moody’s S&P Fitch

PPL Energy Supply Baa2 BBB BBB P-2 A-2 F-2

PPL Capital funding Baa3 BBB- BBB

PPL Electric A3 A- A- P-2 A-2 f-2

PPL fronwood B2 B

LKE Baa2 BBB- BBB+

LG&E A A2 A- A+ P-2 A-2 F-2

A A- A+ P-2 A-2 F-2

PPL WEM Baa3 BBB

WPD (East Midlands) Baal BBB

WPD (West Midlands) Baal BBB

PPL WW Baa3 BBB- BBB

WPD (South Wales) Baal BBB A

WPD (South West) Baal BBB A- P-2

A downgrade in PPL’s or its subsidiaries’ credit ratings could result in higher borrowing costs and reduced access to capital markets. PPL and its
subsidiaries have no credit rating triggers that would result in the reduction of access to capital markets or the acceleration of maturity dates of
outstanding debt.

th addition to the credit ratings noted above, the rating agencies took the following actions related to PPL and its subsidiaries in 2012.

In January 2012, S&P affirmed its rating and revised its outlook, from positive to stable, for PPL Montana’s Pass Through Certificates due 2020.

In February 2012, Fitch assigned ratings to the two newly established conrmercial paper programs for LG&E and KU.

In March 2012, Moody’s affirmed the following ratings:
• the long-term ratings of the First Mortgage Bonds for LG&E and KU;
• the issuer ratings for LG&E and KU; and
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• the bank loan ratings for LG&E and KU.

Also in March 2012, Moody’s and S&P each assigned short-term ratings to the two newly established commercial paper programs for LG&E and
U.

4 March and May 2012, Moody’s, S&P and Fitch affirmed the long-term ratings for LG&E’s 2003 Series A and 2007 Series B pollution control
bonds.

Following the announcement of the then-pending acquisition of AES Ironwood, L.L.C. in February 2012, the rating agencies took the following
actions:
• In March 2012, Moody’s placed AES Ironwood, L.L.C.’s senior secured bonds under review for possible ratings upgrade.
• Tn April 2012, S&P affirmed the rating of AES fronwood, L.L.C.’s senior secured bonds.

In May 2012, Fitch downgraded its rating, from BBB to BBB- and revised its outlook, from negative to stable, for PPL Montana’s Pass Through
Certificates due 2020.

In June 2012, Fitch assigned a rating and outlook to PPL Capital Funding’s $400 million of 4.20% Senior Notes.

In August 2012, Fitch assigned a rating and outlook to PPL Electric’s $250 million First Mortgage Bonds.

Tn August 2012, S&P and Moody’s assigned a rating to PPL Electric’s $250 million First Mortgage Bonds.

In October 2012, Moody’s, S&P and Fitch assigned a rating to PPL Capital Funding’s $400 million of 3.50% Senior Notes.

In November 2012, Fitch affirmed the long-term issuer default rating and senior unsecured rating of PPL WW, V/PD (South Wales) and V/PD
(South West).

Tn November 2012, S&P revised its outlook, from stable to negative, for PPL Montana’s Pass Through Certificates due 2020.

In November 2012, Moody’s and S&P affirmed the long-term ratings for LG&E’s 2007 Series A pollution control bonds.

Tn December 2012, Fitch affirmed the issuer default ratings, individual security ratings and outlooks for PPL, PPL Capital Funding, PPL Electric,

IKE,

LG&E and KU.

A December 2012, Fitch affirmed the issuer default rating, individual security rating and revised the outlook, from stable to negative, for PPL
Energy Supply.

In February 2013, Moody’s upgraded its rating, from Bal to B2, and revised the outlook from under review to stable for PPL fronwood.

Ratings Triggers

As discussed in Note 7 to the Financial Statements, certain of V/PD’s senior unsecured notes may be put by the holders back to the issuer for
redemption if the long-term credit ratings assigned to the notes are withdrawn by any of the rating agencies (Moody’s, S&P, or Fitch) or reduced
to a non-investment grade rating of Bal or BB+ in connection with a restmcturing event. A restructuring event includes the loss of, or a material
adverse change to, the distribution licenses under which V/PD (East Midlands), WPD (South West), V/PD (South Wales) and V/PD (West
Midlands) operate and would be a trigger event in that company. These notes totaled £3.3 billion (approximately $5.3 billion) nominal value at
December 31, 2012.

PPL and PPL Energy Supply 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 that
require PPL and PPL Energy Supply to post additional collateral, or permit the counterparty to terminate the contract, if PPL’s or PPL Energy
Supply’s credit rating were to fall below investment grade. See Note 19 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 December 31, 2012. At December 31, 2012, if PPLs and its subsidiaries’ credit ratings had been below investment grade, PPL
would have been required to prepay or post an additional $501 million of collateral to counterparties 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.
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Guarantees for Subsidiaries

PPL guarantees certain consolidated affiliate financing arrangements that enable certain transactions. Some of the guarantees contain fmancial

Id other covenants that, if not met, would limit or restrict the consolidated affiliates’ access to funds under these fmancing arrangements, require
ny maturity of such arrangements or limit the consolidated affiliates’ ability to enter into certain transactions. At this time, PPL believes that

iese covenants will not limit access to relevant funding sources. See Note 15 to the Financial Statements for additional information about
guarantees.

Off-Balance Sheet Arrangements

PPL has entered into certain agreements that may contingently require payment to a guaranteed or indemnified party. See Note 15 to the Financial
Statements for a discussion of these agreements.

Risk Management - Energy Marketing & Trading and Other

Market Risk

See Notes 1, 18, and 19 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.

ComnzodTh’ 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 competitive generation assets and full-requirement sales and retail contracts. 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
December 31, 2012 and 2011 was a net assetj(liability) of $346 million and $(63) million. See Note 19 to the Financial Statements for additional

“formation.

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 fmancial exchange-traded
and over-the-counter contracts. PPL’s non-trading commodity derivative contracts range in maturity through 2019.

The following table sets forth the changes in the net fair value of non-trading commodity derivative contracts at December 31, 2012. See Notes
18 and 19 to the financial Statements for additional information.

Gains (Losses)
2012 2011

Fair value of contracts outstanding at the beginning of the period $ 1,082 $ 947
Contracts realized or otherwise settled during the period (1,005) (517)
fair value of new contracts entered into during the period (a) 7 13
Other changes in fair value 389 639
fair value of contracts outstanding at the end of the period $ 473 $ 1,082

(a) Represents the fair value of contracts at the end of the quarter of their inception.

The following table segregates the net fair value of non-trading commodity derivative contracts at December 31, 2012 based on the level of
observability of the information used to determine the fair value.
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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

ource of Fair Value
ces based on significant observable inputs (Level 2) $ 452 $ 15 $ (20) $ 5 $ 452

..Hces based on significant unobservable inputs (Level 3) 8 10 3

_______________

21
Fair value of contracts outstanding at the end of the period $ 460 S 25 $ (17) $ 5 $ 473

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 counterparties) with which it has energy
contracts 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. In connection with
its bankruptcy proceedings, a significant counterparty, SMGT, had been purchasing lower volumes of electricity than prescribed in the contract
and effective April 1, 2012 the contract was terminated. PPL cannot predict the prices or other terms on which it will be able to market to third
parties the power that SMGT will not purchase from PPL EnergyPlus due to the termination of this contract. See Note 15 to the Financial
Statements for additional information.

Commodity Price Risk (Trading)

PPL’s trading commodity derivative contracts range in maturity through 2017. The following table sets forth changes in the net fair value of
trading commodity derivative contracts at December 31, 2012. See Notes 18 and 19 to the Financial Statements for additional information.

Gains (Losses)
2012 2011

Fair value of contracts outstanding at the beginning of the period $ (4) $ 4
Contracts realized or otherwise settled during the period 20 (14)
Fair value of new contracts entered into during the period (a) 17 10
Other changes in fair value (4) (4)
Fair value of contracts outstanding at the end of the period $ 29 $ (4)

Represents the fair value of contracts at the end of the quarter of their inception.

The following table segregates the net fair value of trading commodity derivative contracts at December 31, 2012 based on the level of
observability of the information used to determine the fair value.

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 observable inputs (Level 2) $ 18 $ 10 $ 28
Prices based on significant unobservable inputs (Level 3) 1 1
Fair value of contracts outstanding at the end of the period $ 19 S 10 S 29

VaR A’Iodels

A VaR model is utilized to measure commodity price risk in domestic gross energy margins for its 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 disciplined 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.
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Trading VaR Non-Trading VaR
2012 2011 2012 2011

95% Confidence Level, Five-Day Holding Period
PeriodEnd $ 2 S 1 $ 12 $ 6
Average for the Period 3 3 10 5
High 8 6 12 7
Low 1 1 7 4

The trading portfolio includes all proprietary trading positions, regardless of the delivery period. All positions not considered proprietary trading
are considered non-trading. The non-trading portfolio includes the entire portfolio, including generation, with delivery periods though 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 December 31, 2012.

Interest Rate Risk

PPL and its subsidiaries issue debt to fmance their operations, which exposes them to interest rate risk. PPL utilizes various fmancial 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 fmancing, 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 December 31, 2012 and 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 to changes in the fair value of its domestic and international debt portfolios. PPL estimated that a 10% decrease in interest
rates at December 31, 2012 would increase the fair value of its debt portfolio by $611 million, compared with $635 million at December 31, 2011.

PPL had the following interest rate hedges outstanding at December 31.

2012 2011
Effect ofa Effect ofa

Fair Value, 10% Adverae Fair Value, 10% Adverse
Exposure Net - Aaaet Movement Exposure Net - Asset Movement
Hedged (Liability) (a) in Rates (b) Hedged (Liability) (a) ia Rates (b)

Casls flow hedges
Interest rate swaps (c) $ 1,165 $ (7) $ (34) $ 150 $ (3) $ (3)

4
Cross-currency swaps (d) 1,262 10 (179) 1,262 22 (187)

ft value hedges
Interest rate swaps 99 4

- Economic hedges
Interest rate swaps (e) 179 (58) (3) 179 (60) (4)

(a) Includes accrued interest, if applicable.
(b) Effects of adverse movements decrease assets or increase liabilities, as applicable, wlsich could result in an asset becoming a liability.
(c) PPL utilizes various risk management instnunents to reduce its exposure to the expected future casls flow variability of its debt instruments. Tlsese risks include exposure to

adverse interest rate movements for outstanding variable rate debt and for future anticipated fmancing. \vlsile PPL is exposed so changes in the fair value of these instnunents,
any changes in Use fair value of such casis flow hedges are recorded in equity or as regulatory assets or liabilities, if recoverable through regulated rates, Tbe changes in fair
value of these instnunents 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. The positions outstanding at December 31, 2012 mature through 2043.

(d) PPL utilizes cross-currency swaps to hedge the interest payments and principal of WPDs U.S. dollar-denominated senior notes. wlsile PPL is exposed to changes in the fair
value of these inetnunents, any change in the fair value of these instnunents is recorded in equity and reclassified into eamings in the same period during which the item being
hedged affects eamings. sensitivities represent a 10% adverse movement in boils interest rates and foreign currency exchange rates. The positions outstanding at Decemnber 31,
2012 mature tlmrougls 2028.

(e) PPL utilizes various risk management instnunents to reduce its exposure to the expected future cash flow variability of its debt instnnnents. These risks include exposure to
adverse interest rate movements for outstanding variable rate debt and for future anticipated fmancing. ‘Wlsile PPL is exposed to changes in the fair value of these instnunents,
any realized changes in the fair value of such economic hedges are recoverable ilwoueh regsilated rates and any subseqmment changes in fair value of these derivatives are included
in regulatory assets or liabilities, sensitivities represent a 10% adverse movement in interest rates. The positions outstanding at December 31, 2012 mature through 2033.
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Foreign Currency Risk

PPL is exposed to foreign currency risk, primarily through investments in U.K. affiliates. In addition, PPL’s domestic operations may make
urchases of equipment in currencies other than U.S. dollars. See Note 1 to the Financial Statements for additional information regarding foreign

‘rrency translation.

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.

PPL had the following foreign currency hedges outstanding at December 31:

2012 2011
Effect of a 10% Effect of a 10%

Fair Value, Adverse Movement Fair Value, Adverse Movement
Exposure Net - Asset in Foreign Currency Exposure Net - Asset in Foreign Currency
Hedged (Liability) Exchange Rates (a) Hedged (Liability) Exchange Rates (a)

Net investment hedges (b) £ 162 S (2) $ (26) £ 92 $ 7 $ (13)
Economic hedges (c) 1,265 (42) (192) 288 11 (37)

(s) Effects of advecse movements decresse assets nr increase liabilities, as applicable, which could result in an aaset becoming a liability.
(b) To protect Use value of a portion of its net investment in WPD, PPL executes forward contracts to sell GBP. The positiona outstanding at December 31, 2012 mature through

2013. Excludes the amount of an intercompany loan classified as a net investment hedge. See Note 19 to file Financial Statements for additional information.
(c) To economically hedne the translation of expected income denominated in GUP to U.S. dollars, PPL enters into a combination of average rate forwards and average rate options

to sell GBP. The forwards and options outatanding at December 31, 2012 mature through 2015.

NDT Funds - Securities Price Risk

In connection with certain NRC requirements, PPL Susquehanna maintains trust funds to fund certain costs of decommissioning the PPL
Susquehanna nuclear plant (Susquehanna). At December 31, 2012, 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 retums sufficient
to fund Susquehatma’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 primarily exposed
to changes in interest rates. PPL actively monitors the investment performance and periodically reviews asset allocation in accordance with its
auclear decommissioning trust policy statement. At December 31, 2012, a hypothetical 10% increase in interest rates and a 10% decrease in

juity prices would have resulted in an estimated $49 million reduction in the fair value of the trust assets, compared with $43 million at
December 31, 2011. See Notes 18 and 23 to the Financial Statements for additional information regarding the NDT funds.

Defined Benefit Plans - Securities Price Risk

See “Application of Critical Accounting Policies - Defmed Benefits” for additional information regarding the effect of securities price risk on plan
assets.

Credit Risk

Credit risk is the risk that PPL would incur a loss as a result of nonperformance by counterpasties of their contractual obligations. PPL maintains
credit policies and procedures with respect to counterparty credit (including requirements that counterparties maintain specified credit ratings) and
requires other assurances in the fonn of credit support or collateral in certain circumstances in order to limit counterparty credit risk. However,
PPL has concentrations of suppliers and customers among electric utilities, financial institutions and other energy marketing and trading
companies. These concentrations may in3pact PPL’s overall exposure to credit risk, positively or negatively, as counterparties may be similarly
affected by changes in economic, regulatory or other conditions.
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PPL includes the effect of credit risk on its fair value measurements to reflect the probability that a counterparty will default when contracts are
out of the money (from the counterpartys standpoint). In this case, PPL would have to sell into a lower-priced market or purchase in a higher-
priced market. When necessary, PPL records an allowance for doubtful accounts to reflect the probability that a counterparty will not pay for
deliveries PPL has made hut not yet billed, which are reflected in “Unbilled revenues” on the Balance Sheets. PPL also has established a reserve

4ith respect to certain receivables from SMGT, which is reflected in accounts receivable on the Balance Sheets. See Note 15 to the Financial
.itatements for additional information.

In 2009, the PUC approved PPL Electric’s PLR procurement plan for the period January 2011 through May 2013. To date, PPL Electric has
conducted all of its planned competitive solicitations.

Under the standard Supply Master Agreement (the Agreement) for the competitive solicitation process, PPL Electric requires all suppliers to post
collateral if their credit exposure exceeds an established credit limit. In the event a supplier defaults on its obligation, PPL Electric would be
required to seek replacement power in the market. All incremental costs incurred by PPL Electric would be recoverable from customers in future
rates. At December 31, 2012, most of the successful bidders under all of the solicitations had an investment grade credit rating from S&P, and
were not required to post collateral under the Agreement. A small portion of bidders were required to post collateral, which totaled less than $1
million, under the Agreement. There is no instance under the Agreement in which PPL Electric is required to post collateral to its suppliers.

See “Overview” in this Item 7 and Notes 15, 16, 18 and 19 to the Financial Statements for additional information on the competitive solicitations,
the Agreement, credit concentration and credit risk.

Foreign Currency Translation

The value of the British pound sterling fluctuates in relation to the U.S. dollar. In 2012, changes in this exchange rate resulted in a foreign
currency translation gain of $99 million, which primarily reflected a $181 million increase to PP&E offset by an increase of $82 million to net
liabilities. In 2011, changes in this exchange rate resulted in a foreign currency translation loss of $51 million, which primarily reflected a $69
million reduction to PP&E offset by a reduction of $18 million to net liabilities. In 2010, changes in this exchange rate resulted in a foreign
currency translation loss of $63 million, which primarily reflected a $180 million reduction to PP&E offset by a reduction of $117 million to net
liabilities. The impact of foreign currency translation is recorded in AOCI.

Related Party Transactions

PPL is not aware of any material ownership interests or operating responsibility by senior management of PPL, PPL Energy Supply, PPL Electric,
LKE, LG&E or KU in outside partnerships, including leasing transactions with variable interest entities, or other entities doing business with

‘

PL. See Note 16 to the Financial Statements for additional information on related party transactions.

Acquisitions, Development and Divestitures

PPL from time to time evaluates opportunities for potential acquisitions, divestitures and development projects. Development projects are
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.

In April 2012, an indirect wholly owned subsidiary of PPL Energy Supply completed the Ironwood Acquisition. In April 2011, PPL, through its
indirect, wholly owned subsidiary PPL WEM, completed its acquisition of WPD Midlands. In November 2010, PPL completed its acquisition of
LKE. See Note 10 to the Financial Statements for additional information.

See Notes 8, 9 and 10 to the Financial Statements for additional infonnation on the more significant activities.

Environmental Matters

Extensive federal, state and local enviromnental laws and regulations are applicable to PPL’s air emissions, water discharges and the management
of hazardous and solid waste, among other areas; and the cost of compliance or alleged non-compliance cannot be predicted with certainty but
could be material. In addition, costs may increase significantly if the requirements or scope of enviromnental laws or regulations, or similar rules,
are expanded or changed by the relevant agencies. Costs may take the form of increased capital expenditures or operating and maintenance
expenses, monetary fmes, penalties or other restrictions. Many of these environmental law considerations are also applicable to the operations of
key suppliers, or customers, such as coal producers and industrial power users, and may impact the cost for their products or their demand for
PPL’s services.
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Physical effects associated with climate change could include the impact of changes in weather patterns, such as storm frequency and intensity,
and the resultant potential damage to PPL’s generation assets, electricity transmission and distribution systems, as well as impacts on
customers. In addition, changed weather patterns could potentially reduce annual rainfall in areas where PPL has hydro generating facilities or
where river water is used to cool its fossil and nuclear powered generators. PPL cannot currently predict whether its businesses will experience

se potential climate change-related risks or estimate the potential cost of their related consequences.

The below provides a discussion of the more significant environmental matters.

Coal Combustion Residuals (CCRs)
In June 2010, the EPA proposed two approaches to regulating CCRs (as either hazardous or non-hazardous) under existing solid waste
regulations. A fmal rulemaking is currently expected before the end of 2015. However, the timing of the fmal regulations could be accelerated by
certain litigation that could require the EPA to issue its regulations sooner. Regulations could impact handling, disposal and/or beneficial use of
CCRs. The economic impact could be material if CCRs are regulated as hazardous waste, and significant if regulated as non-hazardous, in
accordance with the proposed rule.

Effluent Limitation Guidelines
The EPA is to issue guidelines for technology-based limits in discharge permits for scrubber wastewater and is expected to require dry ash
handling. The EPA agreed, in recent settlement negotiations with environmentalists, to propose revisions to its effluent limitation guidelines
(ELGs) by April 2013, with a fmal rule in late 2014. Limits could be so stringent that plants may consider extensive new or modified wastewater
treatment facilities and possibly zero liquid discharge operations, the cost of which could be significant. Impacts should be better understood after
the proposed rule is issued.

316(b) Cooling Water Intake Structure Rule
In April 2011, the EPA published a draft regulation under Section 316(b) of the Clean Water Act, which regulates cooling water intakes for power
plants. The draft rule has two provisions: one requires installation of Best Technology Available (BTA) to reduce mortality of aquatic organisms
that are pulled into the plant cooling water system (entrainment), and the second imposes standards for reduction of mortality of aquatic organisms
trapped on water intake screens (impingement). A fmal rule is expected in June 2013. The proposed regulation would apply to nearly all PPL
owned steam electric plants in Pennsylvania, Kentucky, and Montana, potentially even including those equipped with closed-cycle cooling
systems. PPL’s compliance costs could be significant. especially if the final rule requires closed-cycle systems at plants that do not currently have
them or conversions of once-through systems to closed-cycle.

GHG Regulations
In 2013, the EPA is expected to finalize limits on GHG emissions from new power plants and to begin working on a proposal for such emissions

4 om existing power plants. The EPA’s proposal on GHG emissions from new power plants would effectively preclude construction of any coal
,ed plants and could even be difficult for new gas-fired plants to meet. With respect to existing power plants, the impact could be very

significant, depending on the structure and stringency of the final rule. PPL, along with others in the industry, filed comments on the EPA’s
proposal related to GHG emissions from new plants. With respect to GHG limits for existing plants, PPL will advocate for reasonable, flexible
requirements.

MATS
The EPA finalized IvIATS requiring fossil-fuel fired plants to reduce emissions of mercury and other hazardous air pollutants by April 16,
2015. The rule is being challenged by industry groups and states. The EPA has subsequently proposed changes to the rule with respect to new
sources to address the concern that the rule effectively precludes new coal plants. PPL is generally well-positioned to comply with MATS,
primarily due to recent investments in environmental controls and approved Environmental Cost Recovery (ECR) plans to install additional
controls at some of our Kentucky plants. PPL is evaluating chemical additive systems for mercury control at Brunner Island, and modifications to
existing controls at Colstrip for improved particulate matter reductions. In September 2012, PPL announced its intention to place its Corette plant
in long-term reserve status beginning in April 2015 due to expected market conditions and costs to comply with MATS.
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CSAPR and CAIR
In 2011, the EPA fmalized its CSAPR regulating emissions of nitrous oxide and sulfur dioxide through new allowance trading programs which
were to be implemented in two phases (2012 and 2014). Like its predecessor, the CAm, CSAPR targeted sources in the eastern United States. In
December 2011, the U.S. Court of Appeals for the District of Columbia Circuit (the Court) stayed implementation of CSAPR, leaving CAIR in

ce. Subsequently. in August 2012, the Court vacated and remanded CSAPR back to the EPA for further rulemaking, again leaving CAIR in
i ace, pending further EPA action. PPL plants in Pennsylvania and Kentucky will continue to comply with CA through optimization of
existing controls, balanced with emission allowance purchases. The Court’s August decision leaves plants in CSAPR-affected states potentially
exposed to more stringent emission reductions due to regional haze implementation (it was previously determined that CSAPR or CAIR
participation satisfies regional haze requirements), and/or petitions to the EPA by downwind states under Section 126 of the Clean Air Act
requesting the EPA to require plants that allegedly contribute to downwind non-attainment to take action to reduce emissions.

Regional Haze - Montana
The EPA signed its fmal federal Implementation Plan (FIP) of the Regional Haze Rules for Montana in September 2012, with tighter emissions
limits for Coistrip Units 1 & 2 based on the installation of new controls (no limits or additional controls were specified for Colstrip Units 3 & 4),
and tighter emission limits for Corette (which are not based on additional controls). The cost of the potential additional controls for Colstrip Units
1 & 2, if required, could be significant. PPL expects to meet the tighter permit limits at Corefte without any significant changes to operations,
although other requirements have led to the planned suspension of operations at Corette beginning in April 2015 (see “MATS” discussion above).

See “Item 1. Business - Environmental Matters” and Note 15 to the Financial Statements for further discussion of environmental matters.

Competition

See “Competition” under each of PPL’s reportable segments in “Item 1. Business - Segment Information” and “Item IA. Risk Factors” for a
discussion of competitive factors affecting PPL.

New Accounting Guidance

See Notes 1 and 24 to the Financial Statements for a discussion of new accounting guidance adopted and pending adoption.

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 fmancial condition or results of operations, and require estimates or

I her judgments of matters inherently uncertain. Changes in the estimates or other judgments included within these accounting policies could
sult in a significant change to the infonnation presented in the Financial Statements (these accounting policies are also discussed in Note 1 to the

Financial Statements). Senior management has reviewed these critical accounting policies, the following disclosures regarding their application
and the estimates and assumptions regarding them, with PPL’s Audit Committee.

Price Risk Management

See “Price Risk Management” in Note 1 to the financial Statements, as well as “Risk Management - Energy Marketing & Trading and Other”
above.

Defined Benefits

Certain PPL subsidiaries sponsor various qualified funded and non-qualified unfunded defined benefit pension plans. Certain PPL subsidiaries
also sponsor both funded and unfunded other postretirement benefit plans. These plans are applicable to the majority of the employees of
PPL. PPL and certain of its subsidiaries record an asset or liability to recognize the funded status of all defmed benefit plans with an offsetting
entry to OCI or regulatory assets and liabilities for amounts that are expected to be recovered through regulated customer rates. Consequently, the
funded status of all defmed benefit plans is fully recognized on the Balance Sheets. See Note 13 to the Financial Statements for additional
information about the plans and the accounting for defmed benefits.
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PPL and its subsidiaries make certain assumptions regarding the valuation of benefit obligations and the performance of plan assets. When
accounting for defmed benefits, delayed recognition in earnings of differences between actual results and expected or estimated results is a
guiding principle. Annual net periodic defmed benefit costs are recorded in current earnings based on estimated results. Any differences between
actual and estimated results are recorded in OCI or regulatoiy assets and liabilities for amounts that are expected to be recovered through regulated

stomer rates. These amounts in AOCI or regulatory assets and liabilities are amortized to income over future periods. The delayed recognition
.i ows for a smoothed recognition of costs over the working lives of the employees who benefit under the plans. The primary assumptions are:

• Discount Rate - The discount rate is used in calculating the present value of benefits, which is based on projections of benefit payments to be
made in the future. The objective in selecting the discount rate is to measure the single amount that, if invested at the measurement date in a
portfolio of high-quality debt instruments, would provide the necessary future cash flows to pay the accumulated benefits when due.

• Expected Return on Plan Assets - Management projects the long-term rates of return on plan assets based on historical performance, future
expectations and periodic portfolio rebalancing among the diversified asset classes. These projected returns reduce the net benefit costs PPL
records currently.

• Rate of Compensation Increase - Management projects employees’ annual pay increases, which are used to project employees’ pension
benefits at retirement.

• Health Care Cost Trend Rate - Management projects the expected increases in the cost of health care.

In selecting a discount rate for its U.S. defmed benefit plans, PPL starts with a cash flow analysis of the expected benefit payment stream for its
plans. The plan-specific cash flows are matched against the coupons and expected maturity values of individually selected bonds. This bond
matching process begins with the full universe of Aa-rated non-callable (or callable with make-whole provisions) bonds, serving as the base from
which those with the lowest and highest yields were eliminated to develop an appropriate subset of bonds. Individual bonds were then selected
based on the timing of each plan’s cash flows and parameters were established as to the percentage of each individual bond issue that could be
hypothetically purchased and the surplus reinvestment rates to be assumed. At December 31, 2012, PPL decreased the discount rate for its U.S.
pension plans from 5.06% to 4.22% and decreased the discount rate for its other postretirement benefit plans from 4.80% to 4.00%.

In selecting a discount rate for its U.K. defmed benefit plans, PPL starts with a cash flow analysis of the expected benefit payment stream for its
plans. These plan-specific cash flows were matched against a spot-rate yield curve to determine the assumed discount rate, which used an iBoxx
British pounds sterling denominated corporate bond index as its base. An individual bond matching approach is not used for U.K. pension plans
because the universe of bonds in the U.K. is not deep enough to adequately support such an approach. At December 31, 2012, the discount rate
for the U.K. pension plans was decreased from 5.24% to 4.27% as a result of this assessment.

expected long-term rates of return for PPL’s U.S. defmed benefit pension and other postretirement benefit plans have been developed using a
best-estimate of expected returns, volatilities and correlations for each asset class. PPL management corroborates these rates with expected long-

term rates of return calculated by its independent actuary, who uses a building block approach that begins with a risk-free rate of return with
factors being added such as inflation, duration, credit spreads and equity risk. Each plan’s specific asset allocation is also considered in
developing a reasonable return assumption.

At December 31, 2012, PPL’s expected return on plan assets decreased from 7.07% to 7.02% for its U.S. pension plans and increased from 5.93%
to 5.97% for its other postretirernent benefit plans. The expected long-term rates of return for PPUs U.K. pension plans have been developed by
PPL management with assistance from an independent actuary using a best-estimate of expected returns, volatilities and correlations for each asset
class. For the U.K. plans, PPL’s expected return on plan assets decreased from 7.17% to 7.16% at December 31, 2012.

In selecting a rate of compensation increase, PPL considers past experience in light of movements in inflation rates. At December 31, 2012, PPL’s
rate of compensation increase decreased from 4.02% to 3.98% for its U.S. pension plans and 4.00% to 3.97% for its other postretirernent benefit
plans. For the U.K. plans, PPLs rate of compensation increase remained at 4.00% at December 31, 2012.
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In selecting health care cost trend rates, PPL considers past performance and forecasts of health care costs. At December 31, 2012, PPL’s health
care cost trend rates were 8.00% for 2013, gradually declining to 5.50% for 2019.

‘j
variance in the assumptions listed above could have a significant impact on accrued defmed benefit liabilities or assets, reported annual net
riodic defmed benefit costs and OCI or regulatory assets and liabilities for LG&E, KU and PPL Electric. While the charts below reflect either

ifi increase or decrease in each assumption, the inverse of this change would impact the accrued defmed benefit liabilities or assets, reported
annual net periodic defmed benefit costs and OCI or regulatory assets and liabilities for LG&E, KU and PPL Electric by a similar amount in the
opposite direction. The sensitivities below reflect an evaluation of the change based solely on a change in that assumption and does not include
income tax effects.

At December 31, 2012, the defmed benefit plans were recorded as follows.

Pension liabilities (2,084)
Other postretiremens benefit liabilities (301)

The following chart reflects the sensitivities in the December 31, 2012 Balance Sheet associated a change in certain assumptions based on
PPL’s primary defined benefit plans.

Increase (Decrease)
Impact on Impact on

Cbange in defined benefit Impact on regulatory
Actuarial assnmpdon assumption liabilities OCI assets

Discount Rate (0.25)% $ 473 $ (389) S 84
Rate of Compensation Increase 0.25% 66 (54) 12
Health Care Coss Trend Rate (a) 1.00% 7 (1) 6

(a) Only impacts other postreskement benefits.

hi 2012, PPL recognized net periodic defmed benefit costs charged to operating expense of $166 million. This amount represents a $12 million
increase from 2011, excluding $50 million of separation costs recorded in 2011. The increase was primarily attributable to increased amortization
of losses and a non-qualified plan settlement charge recorded in 2012.

The following chart reflects the sensitivities in the 2012 Statement of Income (excluding income tax effects) associated with a change in certain
assumptions based on PPL’s primary defmed benefit plans.

,t0M1aI assumption Change in assnmption Impact on defined benefit costs

Discount Rate (0.25)% 5 24
Expected Retnrn on Plan Assets (0.25)% 26
Rate of Compensation Increase 0.25% 10
Hcalsb Care Cost Trend Rate (a) 1.00%

(a) Only impacts other postretfrement benefits.

Asset Impairment (Excluding Investments)

Impaimwnt analyses are perfonned for long-lived assets that are subject to depreciation or amortization whenever events or changes in
circmnstances indicate that a long-lived asset’s carrying amount may not be recoverable. For these long-lived assets classified as held and used,
such events or changes in circumstances are:

• a significant decrease in the market price of an asset;
• a significant adverse change in the matmer in which an asset is being used or in its physical condition;
• a significant adverse change in legal factors or in the business climate;
• an accumulation of costs significantly in excess of the amount originally expected for the acquisition or construction of an asset;
• a current period operating or cash flow loss combined with a history of losses or a forecast that demonstrates continuing losses; or
• a current expectation that, more likely than not, an asset will be sold or otherwise disposed of significantly before the end of its previously

estimated usefl.tl life.
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For a long-lived asset classified as held and used, an impairment is recognized when the carrying amount of the asset is not recoverable and
exceeds its fair value. The carrying amount is not recoverable if it exceeds the sum of the undiscounted cash flows expected to result from the use
and eventual disposition of the asset. If the asset is impaired, an impairment loss is recorded to adjust the asset’s carrying amount to its estimated
air value. Management must make significant judgments to estimate future cash flows, including the useful lives of long-lived assets, the fair

lue of the assets and management’s intent to use the assets. Alternate courses of action are considered to recover the carrying amount of a long
Aved asset, and estimated cash flows from the “most likely” alternative are used to assess impairment whenever one alternative is clearly the most
likely outcome. If no alternative is clearly the most likely, then a probability-weighted approach is used taking into consideration estimated cash
flows from the alternatives. For assets tested for impairment as of the balance sheet date, the estimates of future cash flows used in that test
consider the likelihood of possible outcomes that existed at the balance sheet date, including the assessment of the likelihood of a future sale of the
assets. That assessment is not revised based on events that occur afler the balance sheet date. Changes in assumptions and estimates could result
in significantly different results than those identified and recorded in the fmancial statements.

In September 2012, PPL Energy Supply announced its intention, beginning in April 2015, to place the Corefte coal-fwed plant in Montana in long
tenn reserve status, suspending the plant’s operation, due to expected market conditions and the costs to comply with MATS requirements. The
Corette plant asset group’s carrying amount at December 31, 2012 was approximately $68 million. An impainnent analysis was performed for
this asset group in the third and fourth quarters of 2012 and it was determined to not be impaired. It is reasonably possible that an impairment
could occur in future periods, as higher priced sales contracts settle, adversely impacting projected cash flows.

For a long-lived asset classified as held for sale, an impairment exists when the carrying amount of the asset (disposal group) exceeds its fair value
less cost to sell. If the asset (disposal group) is impaired, an impairment loss is recorded to adjust the carrying amount to its fair value less cost to
sell. A gain is recognized for any subsequent increase in fair value less cost to sell, but not in excess of the cumulative impairment previously
recognized.

For determining fair value, quoted market prices in active markets are the best evidence. However, when market prices are unavailable, the
Registrant considers all valuation teclmiques appropriate under the circumstances and for which market participant inputs can be
obtained. Generally discounted cash flows are used to estimate fair value, which incorporates market participant inputs when
available. Discounted cash flows are calculated by estimating future cash flow streams and applying appropriate discount rates to determine the
present value of the cash flow streams.

Goodwill is tested for impairment at the reporting unit level. PPL’s reporting units have been determined to be at the operating segment level. A
goodwill impairment test is performed annually or more frequently if events or changes in circumstances indicate that the carrying amount of the
reporting unit may be greater than the unit’s fair value. Additionally, goodwill is tested for impairment after a portion of goodwill has been
allocated to a business to be disposed of.

eginning in 2012, PPL may elect either to initially make a qualitative evaluation about the likelihood of an impairment of goodwill or to bypass
the qualitative evaluation and test goodwill for impainnent using a two-step quantitative test. If the qualitative evaluation (referred to as “step
zero”) is elected and the assessment results in a determination that it is not more likely than not that the fair value of a reporting unit is less than
the carrying amount, the two-step quantitative impairment test is not necessary. However, the quantitative impairment test is required if PPL
concludes it is more likely than not the fair value of a reporting unit is less than the carrying amount based on the step zero assessment.

‘When the two-step quantitative impairment test is elected or required as a result of the step zero assessment, in step one, PPL identifies a potential
impairment by comparing the estimated fair value of a reporting unit with its carrying amount, including goodwill, on the measurement date. If
the estimated fair value of a reporting unit exceeds its carrying amount, goodwill is not considered impaired. If the carrying amount exceeds the
estimated fair value, the second step is perfonned to measure the amount of impairment loss, if any.

The second step of the quantitative test requires a calculation of the implied fair value of goodwill, which is determined in the same manner as the
amount of goodwill in a business combination. That is, the estimated fair value of a reporting unit is allocated to all of the assets and liabilities of
that reporting unit as if the reporting unit had been acquired in a business combination and the estimated fair value of the reporting unit was the
price paid to acquire the reporting unit. The excess of the estimated fair value of a reporting unit over the amounts assigned to its assets and
liabilities is the implied fair value of goodwill. The implied fair value of the reporting unit’s goodwill is then compared with the carrying amount
of that goodwill. If the carrying amount exceeds the implied fair value, an impairment loss is recognized in an amount equal to that excess. The
loss recognized cannot exceed the carrying amount of the reporting unit’s goodwill.
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PPL elected to perform the two-step quantitative impairment test of goodwill for all of its reporting units in the fourth quarter of 2012 and no
impairment was recognized. Management used both discounted cash flows and market multiples, which required significant assumptions, to
estimate the fair value of the reporting units. For the U.K. Regulated reporting unit, management used only discounted cash flows to estimate the
fair value of the reporting unit due to lack of industry comparable transactions. Applying an appropriate weighting to both the discounted cash

and market multiple valuations (where applicable) a decrease in the forecasted cash flows of 10%, an increase in the discount rate by 25 basis
,kints, or a 10% decrease in the multiples would not have resulted in an impairment of goodwill.

Loss Accruals

Losses are accrued for the estimated impacts of various conditions, situations or circumstances involving uncertain or contingent future
outcomes. For loss contingencies, the loss must be accrued if(1) information is available that indicates it is probable that a loss has been incurred,
given the lilceithood of the uncertain future events, and (2) the amount of the loss can be reasonably estimated. Accounting guidance defmes
probable as cases in which “the future event or events are likely to occur.’ The accrual of contingencies that might result in gains is not recorded

unless recovery is assured. Potential loss contingencies for environmental remediation, litigation claims, regulatory penalties and other events are
continuously assessed.

The accounting aspects of estimated loss accruals include (1) the initial identification and recording of the loss, (2) the determination of triggering
events for reducing a recorded loss accrual, and (3) the ongoing assessment as to whether a recorded loss accrual is sufficient. All three of these
aspects require significant judgment by management. Internal expertise and outside experts (such as lawyers and engineers) are used, as
necessary, to help estimate the probability that a loss has been incurred and the amount (or range) of the loss.

No new significant loss accruals were recorded in 2012.

Certain other events have been identified that could give rise to a loss, but that do not meet the conditions for accrual. Such events are disclosed,
but not recorded, when it is “reasonably possible” that a loss has been incurred.

When an estimated loss is accrued, the triggering events for subsequently reducing the loss accrual are identified, where applicable. The
triggering events generally occur when the contingency has been resolved and the actual loss is paid or written off, or when the risk of loss has
diminished or been eliminated. The following are some of the triggering events that provide for the reduction of certain recorded loss accruals:

• Allowances for uncollectible accounts are reduced when accounts are written off afler prescribed collection procedures have been exhausted,
a better estimate of the allowance is determined or underlying amounts are ultimately collected.. Enviromnental and other litigation contingencies are reduced when the contingency is resolved and actual payments are made, a better
estimate of the loss is determined or the loss is no longer considered probable.

Loss accruals are reviewed on a regular basis to assure that the recorded potential loss exposures are appropriate. This involves ongoing
communication and analyses with internal and external legal counsel, engineers, operation management and other parties.

See Note 6 and 15 to the Financial Statements for disclosure of loss contingencies accrued and other potential loss contingencies that have not met
the criteria for accrual. Note 6 to the Financial Statements includes a discussion of the Ofgem Review of Line Loss Calculation, including the $90
million reduction in the WPD liability.

Asset Retirement Obligations

PPL is required to recognize a liability for legal obligations associated with the retirement of long-lived assets. The initial obligation is measured
at its estimated fair value. A conditional ARO must be recognized when incurred if the fair value of the ARO can be reasonably estimated. An
equivalent amount is recorded as an increase in the value of the capitalized asset and allocated to expense over the useful life of the asset. Until
the obligation is settled, the liability is increased, through the recognition of accretion expense in the statement of income, for changes in the
obligation due to the passage of time.

In the case of LG&E and KU, since costs of removal are collected in rates, the depreciation and accretion expense related to an ARO are offset
with a regulatory credit on the income statement, such that there is no earnings impact. The regulatory asset created by the regulatory credit is
relieved when the ARO has been settled.
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See Note 21 to the Financial Statements for further discussion of AROs.

In determining AROs, management must make significant judgments and estimates to calculate fair value. Fair value is developed using an
expected present value technique based on assumptions of market participants that considers estimated retirement costs in current period dollars

at are inflated to the anticipated retirement date and then discounted back to the date the ARO was incurred. Changes in assumptions and
stimates included within the calculations of the fair value of AROs could result in significantly different results than those identified and
recorded in the fmancial statements. Estimated ARO costs and settlement dates, which affect the carrying value of the ARO and the related
capitalized asset, are reviewed periodically to ensure that any material changes are incorporated into the latest estimate of the ARO. Any change
to the capitalized asset, positive or negative, is amortized over the remaining life of the associated long-lived asset.

At December 31, 2012, AROs totaling $552 million were recorded on the Balance Sheet, of which $16 million is included in “Other current
liabilities.” Of the total amount, $316 million, or 57%, relates to the nuclear decommissioning ARO. The most significant assumptions
surrounding AROs are the forecasted retirement costs, the discount rates and the inflation rates. A variance in any of these inputs could have a
significant impact on the ARO liabilities.

The following table reflects the sensitivities related to the nuclear decommissioning ARO liability associated with a change in these assumptions
as of December 31, 2012. There is no significant change to the annual depreciation expense of the ARO asset or the annual accretion expense of
the ARO liability as a result of changing the assumptions. The sensitivities below reflect an evaluation of the change based solely on a change in
that assumption.

Change in Impact on
Assumption ARO Liability

Retirement Cost 10% $ 32
Discount Rate (025)% 28
Inflation Rate 0.25% 32

Income Taxes

Significant management judgment is required in developing the provision for income taxes, primarily due to the uncertainty related to tax
positions taken or expected to be taken in tax returns and the determination of deferred tax assets, liabilities and valuation allowances.

Significant management judgment is required to determine the amount of benefit recognized related to an uncertain tax position. Tax positions are
evaluated following a two-step process. The first step requires an entity to determine whether, based on the technical merits supporting a

I ‘rticular tax position, it is more likely than not (greater than a 50% chance) that the tax position will be sustained. This determination assumes
Aat the relevant taxing authority will examine the tax position and is aware of all the relevant facts surrounding the tax position. The second step

requires an entity to recognize in the fmancial statements the benefit of a tax position that meets the more-likely-than-not recognition
criterion. The benefit recognized is measured at the largest amount of benefit that has a likelihood of realization, upon settlement, that exceeds
50%. Management considers a number of factors in assessing the benefit to be recognized, including negotiation of a settlement.

On a quarterly basis, uncertain tax positions are reassessed by considering information known at the reporting date. Based on management’s
assessment of new information, a tax benefit may subsequently be recognized for a previously unrecognized tax position, a previously recognized
tax position may be derecognized, or the benefit of a previously recognized tax position may be remeasured. The amounts ultimately paid upon
resolution of issues raised by taxing authorities may differ materially from the amounts accrued and may materially impact the fmancial
statements in the future.

At December 31, 2012, it was reasonably possible that during the next 12 months the total amount of unrecognized tax benefits could increase by
as much as $10 million or decrease by up to $90 million. This change could result from subsequent recognition, derecognition and/or changes in
the measurement of uncertain tax positions related to the creditability of foreign taxes, the timing and utilization of foreign tax credits and the
related impact on alternative minimum tax and other credits, the tinling and/or valuation of certain deductions, intercompany transactions and
unitary filing groups. The events that could cause these changes are direct settlements with taxing authorities, litigation, legal or administrative
guidance by relevant taxing authorities and the lapse of an applicable statute of limitation.
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The balance sheet classification of unrecognized tax benefits and the need for valuation allowances to reduce deferred tax assets also require
significant management judgment. Unrecognized tax benefits are classified as current to the extent management expects to settle an uncertain tax
position by payment or receipt of cash within one year of the reporting date. Valuation allowances are initially recorded and reevaluated each
reporting period by assessing the likelihood of the ultimate realization of a deferred tax asset. Management considers a number of factors in

(“ysessing the realization of a deferred tax asset, including the reversal of temporary differences, future taxable income and ongoing prudent and
easible tax planning strategies. Any tax planning strategy utilized in this assessment must meet the recognition and measurement criteria utilized

to account for an uncertain tax position. Management also considers the uncertainty posed by political risk and the effect of this uncertainty on
the various factors that management takes into account in evaluating the need for valuation allowances. The amount of deferred tax assets
ultimately realized may differ materially from the estimates utilized in the computation of valuation allowances and may materially impact the
fmancial statements in the future. See Note 5 to the Financial Statements for income tax disclosures.

Regulatory Assets and Liabilities

PPL Electric, LG&E and KU, are subject to cost-based rate regulation. As a result, the effects of regulatory actions are required to be reflected in
the fmancial statements. Assets and liabilities are recorded that result from the regulated ratemaking process that may not be recorded under
GAAP for non-regulated entities. Regulatory assets generally represent incurred costs that have been deferred because such costs are probable of
future recovery in regulated customer rates. Regulatory liabilities are recognized for amounts expected to be retumed through future regulated
customer rates. In certain cases, regulatory liabilities are recorded based on an understanding or agreement with the regulator that rates have been
set to recover costs that are expected to be incurred in the future, and the regulated entity is accountable for any amounts charged pursuant to such
rates and not yet expended for the intended purpose.

Management continually assesses whether the regulatory assets are probable of future recovery by considering factors such as changes in the
applicable regulatory and political environments, the ability to recover costs through regulated rates, recent rate orders to other regulated entities,
and the status of any pending or potential deregulation legislation. Based on this continual assessment, management believes the existing
regulatory assets are probable of recovery. This assessment reflects the current political and regulatory climate at the state and federal levels, and
is subject to change in the future. if future recovery of costs ceases to be probable. then asset write-offs would be required to be recognized in
operating income. Additionally, the regulatory agencies can provide flexibility in the manner and timing of depreciation of PP&E and
amortization of regulatory assets.

At December 31, 2012, PPL had regulatory assets of $1.5 billion and regulatory liabilities of $1.1 billion. All regulatory assets are either currently
being recovered under specific rate orders, represent amounts that are expected to be recovered in future rates or benefit future periods based upon
established regulatory practices.

0 Sec Note 6 to the Financial Statements for additional information on regulatory assets and liabilities.

S/PD operates in an incentive-based regulatory structure under distribution licenses granted by Ofgem. WPD’s electricity distribution revenues
are set every five years through price controls that are not directly based on cost recovery; therefore, WPD is not subject to accounting for the
effects of certain types of regulation as prescribed by GAAP and does not record regulatory assets and liabilities.

Other Informafion

PPL’s Audit Committee has approved the independent auditor to provide audit and audit-related services, tax services and other services permitted
by Sarbanes-Oxley and SEC rules. The audit and audit-related services include services in connection with statutory and regulatory filings,
reviews of offering documents and registration statements, and intemal control reviews.
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PPL ENERGY SUPPLY, LLC AND SUBSIDIARIES

Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

rhe information provided in this Item 7 should be read in conjunction with PPL Energy Supply’s Consolidated Financial Statements and the
accompanying Notes. Capitalized terms and abbreviations are defined in the glossary. Dollars are in millions unless otherwise noted.

“Management’s Discussion and Analysis of Financial Condition and Results of Operations” includes the following information:

“Overview” provides a description of PPL Energy Supply and its business strategy, a summary of Net Income Attributable to PPL
Energy Supply Member and a discussion of certain events related to PPL Energy Supply’s results of operations and fmancial condition.

• “Results of Operations” provides a summary of PPL Energy Supply’s earnings and a description of key factors expected to impact future
earnings. This section ends with explanations of significant changes in principal items on PPL Energy Supply’s Statements of Income,
comparing20l2with20ll and2Oll with2OlO.

• “Financial Condition - Liquidity and Capital Resources” provides an analysis of PPL Energy Supply’s liquidity position and credit
profile. This section also includes a discussion of forecasted sources and uses of cash and rating agency actions.

• “Financial Condition - Risk Management - Energy Marketing & Trading and Other” provides an explanation of PPL Energy Supply’s risk
management programs relating to market and credit risk.

• “Application of Critical Accounting Policies” provides an overview of the accounting policies that are particularly important to the
results of operations and financial condition of PPL Energy Supply and that require its management to make significant estimates,
assumptions and other judgments of matters inherently uncertain.

Overview

Introduction

PPL Energy Supply is an energy company with headquarters in Allentown, Pennsylvania. Through its subsidiaries, PPL Energy Supply is
primarily engaged in the generation and marketing of electricity in rto key markets - the northeastern and northwestern U.S.
N
Jusiness Strategy

PPL Energy Supply’s overall strategy is to achieve disciplined optimization of energy supply margins while mitigating volatility in both cash
flows and earnings. More specifically, PPL Energy Supply’s strategy is to optimize the value from its competitive generation and marketing
portfolios. PPL Energy Supply endeavors to do this by matching energy supply with load, or customer demand, under contracts of varying
durations with creditworthy counterparties to capture profits while effectively managing exposure to energy and fuel price volatility, counterparty
credit risk and operational risk.

To manage fmancing costs and access to credit markets, a key objective of PPL Energy Supply’s business strategy is to maintain a strong credit
profile and strong liquidity position. In addition, PPL Energy Supply has financial and operational risk management programs that, among other
things, are designed to monitor and manage its exposure to earnings and cash flow volatility related to changes in energy and fuel prices, interest
rates. counterparty credit quality and the operating performance of its generating units.

Financial and Operational Developments

Net Income Attributable to PPL Energy Supply Member

Net Income Attributable to PPL Energy Supply Member for 2012, 2011 and 2010 was $474 million, $768 million and $861 million. Earnings in
2012 decreased 38% from 2011 and earnings in 2011 decreased 11% from 2010.

See “Results of Operations” below for further discussion and analysis of the consolidated results of operations.

91



Economic and Market Conditions

Unregulated Gross Energy Margins associated with PPL Energy Supply’s competitive generation and marketing business are impacted by changes
market prices and demand for electricity and natural gas, power plant availability, competition in the markets for retail customers, fuel costs and
ailability, fuel transportation costs and other costs. Current depressed whoLesale market prices for electricity and natural gas have resulted from

neral weak economic conditions and other factors, including the impact of expanded domestic shale gas development and production. As a
result of these factors, PPL Energy Supply has experienced a shift in the dispatching of its competitive generation from coal-fired to combined-
cycle gas-fired generation as illustrated in the following table:

Average Utilization factors (a)
2012 2009-2011

Pennsylvania coal plants 69% 87%
Montana coal plants 67% 89%
Combined-cycle gas plants 98% 72%

(a) All periods reflect the years ended December 31.

This reduction in coal-fired generation output had resulted in a surplus of coal inventory at certain of PPL Energy Supply’s Pennsylvania coal
plants. To mitigate the risk of exceeding available coal storage, PPL Energy Supply incurred pre-tax charges of $29 million in 2012 to reduce its
2012 and 2013 contracted coal deliveries. PPL Energy Supply will continue to manage its coal inventory to mitigate the financial impact and
physical implications of an oversupply; however, no additional coal contract modifications are expected at this time.

In addition, cm-rent economic and commodity market conditions indicated a lower value of uithedged future energy margins (primarily in 2014
and forward years) compared to the energy margins in 2012. As has been PPL Energy Supply’s practice in periods of changing business
conditions, PPL Energy Supply continues to review its future business and operational plans, including capital and operation and maintenance
expenditures, as well as its hedging strategies, to help counter the financial effects of low commodity prices.

PPL Energy Supply’s businesses are subject to extensive federal, state and local environmental laws, rules and regulations. PPL Energy Supply’s
competitive generation assets are well positioned to meet these requirements. See Note 15 to the financial Statements for additional infonnation
on these requirements. As a result of these requirements, PPL Energy Supply announced in September 2012 its intention, beginning in April
2015, to place its Corette plant in long-term reserve status, suspending the plant’s operation due to expected market conditions and the costs to
comply with IvLTS. The Corette plant asset group’s carrying amount at December 31, 2012 was approximately $68 million. Although the
Corette plant asset group was not determined to be impaired at December 31, 2012, it is reasonably possible that an impairment could occur in
future periods, as higher priced sales contracts settle, adversely impacting projected cash flows.

,A light of these economic and market conditions, as well as current and projected environmental regulatory requirements, PPL Energy Supply
considered whether certain of its other generating assets were impaired, and determined that no impairment charges were required at December
31, 2012. PPL Energy Supply is unable to predict whether future environmental requirements or market conditions will result in impairment
charges for other generating assets or other retirements.

PPL Energy Supply and its subsidiaries may also be impacted in future periods by the uncertainty in the worldwide financial and credit
markets. In addition. PPL Energy Supply may be impacted by reductions in the credit ratings of financial institutions and evolving regulations in
the financial sector. Collectively, these factors could reduce availability or restrict PPL Energy Supply and its subsidiaries’ ability to maintain
sufficient levels of liquidity, reduce capital market activities, change collateral posting requirements and increase the associated costs to PPL
Energy Supply and its subsidiaries.

PPL Energy Supply cannot predict the future impact that these economic and market conditions and regulatory requirements may have on its
financial condition or results of operations.

Susguehanna Turbine Blade Inspection

During 2012, PPL Energy Supply performed inspections of the Unit 1 and Unit 2 turbine blades at the PPL Susquehanna nuclear power plant to
further address the issue of turbine blade cracking that was first identified in 2011. The after-tax earnings impact of these 2012 inspections,
including reduced energy-sales margins and repair expenses, was approximately $53 million. The after-tax earnings impact of turbine blade
related outages in 2011 was approximately $63 million.

92



fronwood Acquisition

In April 2012, an indirect, wholly owned subsidiary of PPL Energy Supply completed the acquisition of the equity interests in the owner and
operator of the fronwood Facility. The Ironwood Facility began operation in 2001 and, since 200$, PPL EnergyPlus has supplied natural gas for

e facility and received the facility’s full electricity output and capacity value pursuant to a tolling agreement that expires in 2021. The
acquisition provides PPL Energy Supply, through its subsidiaries, operational control of additional combined-cycle gas generation in PJM. See
Note 10 to the Financial Statements for additional information.

Bankruptcy of SMGT

In October 2011, SMGT, a Montana cooperative and purchaser of electricity under a long-term supply contract with PPL EnergyPlus expiring in
June 2019 (SMGT Contract), filed for protection under Chapter 11 of the U.S. Bankruptcy Code in the U.S. Bankruptcy Court for the District of
Montana. At the time of the bankruptcy filing, SMGT was PPL EnergyPlus’ largest unsecured credit exposure. This contract was accounted for
as NPNS by PPL EnergyPlus.

The SMGT Contract provided for fixed volume purchases on a monthly basis at established prices. Pursuant to a court order and subsequent
stipulations entered into between the SMGT bankruptcy trustee and PPL EnergyPlus, since the date of its Chapter 11 filing through January 2012,
SMGT continued to purchase electricity from PPL EnergyPlus at the price specified in the SMGT Contract, and made timely payments for such
purchases, but at lower volumes than as prescribed in the SMGT Contract. In January 2012, the trustee notified PPL EnergyPlus that SMGT
would not purchase electricity under the SMGT Contract for the month of February. In March 2012, the U.S. Bankruptcy Court for the District of
Montana issued an order approving the request of the SMGT bankruptcy trustee and PPL EnergyPlus to terminate the SMGT Contract. As a
result, the SMGT Contract was terminated effective April 1, 2012, allowing PPL EnergyPlus to resell the electricity previously contracted to
SMGT under the SMGT Contract to other customers.

PPL EnergyPlus’ receivable under the SMGT Contract totaled approximately $21 million at December 31, 2012, which has been fully reserved.

In July 2012, PPL EnergyPlus filed its proof of claim in the SMGT bankruptcy proceeding. The total claim is approximately $375 million,
including the above receivable, predominantly an unsecured claim representing the value for energy sales that will not occur as a result of the
termination of the SMGT Contract. No assurance can be given as to the collectability of the claim, thus no amounts have been recorded in the
2012 fmancial statements.

PPL Energy Supply cannot predict any amounts that it may recover in connection with the SMGT bankruptcy or the prices and other terms on
which it will be able to market to third parties the power that SMGT will not purchase from PPL EnergyPlus due to the termination of the SMGT
Thntract.

Results of Operations

The following discussion provides a suimnary of PPL Energy Supply’s eat-nings and a description of factors that are expected to impact future
earnings. This section ends with “Statement of Income Analysis,” which includes explanations of significant year-to-year changes in Unregulated
Gross Energy Margins by region and principal line items on PPL Energy Supply’s Statements of Income.

Earnings

Net Income Attributable to PPL Energy Supply Member was:

2012 2011 2010

Net Income Attributable to PPL Energy Supply Member $ 474 $ 76$ $ $61

The changes in the components of Net Income Attributable to PPL Energy Supply Member between these periods were due to the following
factors, which reflect reclassifications for items included in the Unregulated Gross Energy Margins arid certain items that management considers
special. See additional detail of these special items in the tables below.
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2012 vs. 2011 2011 vs. 2010

Unregulated Gross Energy Margins $ (197) $ (405)Other operation and maintenance (53) (65)epreciation
(41) (8)xes, other than income 6 (9)er Income (Expense) - net (5)interest Expense

16 4Other
(1)Income Taxes

102 146Discontinued operations - Domestic, after-tax - excluding certain revenues and expenses included in margins 3 16Discontinued operations - International, after-tax (261)
Special items, after-tax (124) 489
Total $ (294) $ (93)

• See “Statement of Income Analysis - Margins - Changes in Non-GAAP Financial Measures” for an explanation of Unregulated Gross Energy
Margins.

• Higher other operation and maintenance in 2012 compared with 2011 due to higher costs at PPL Susquehanna of $27 million including
refueling outage costs, payroll-related costs and project costs, $18 million due to the fronwood Acquisition, $13 million due to outages at
eastern fossil and hydroelectric units and $10 million of charges from support groups partially offset by $34 million of trademark royalties
with an affiliate in 2011 for which the agreement was terminated December 31, 2011.

Higher other operation and maintenance in 2011 compared with 2010, primarily due to higher costs at PPL Susquehanna of $30 million
largely due to unplanned outages, the refueling outage and payroll-related costs, higher costs at eastern fossil and hydroelectric units of $20million, largely due to outages, and higher costs at western fossil and hydroelectric units of $15 million, largely resulting from insurance
recoveries received in 2010.

• Higher depreciation in 2012 compared with 2011 primarily due to a $16 million impact from PP&E additions and $17 million due to the
Ironwood Acquisition.

• Lower interest expense in 2012 compared with 2011 of $14 million due to the impact of redeeming debt not replaced and redeeming debt
replaced at a lower interest rate, $10 million due to lower interest on short-term borrowings and $7 million due to 2011 including the
acceleration of deferred fmancing fees related to the July 2011 redemption, partially offset by a $12 million increase related to the debt
assumed as a result of the fronwood Acquisition.

Lower income taxes in 2012 compared with 2011 due to lower 2012 pre-tax income, which reduced income taxes by $110 million and $20
million related to lower adjustments to valuation allowances on Pennsylvania net operating losses, partially offset by $26 million related to
the impact of prior period tax return adjustments.

Lower income taxes in 2011 compared with 2010, due to lower 2011 pre-tax income, which reduced income taxes by $196 million and a $26million reduction in deferred tax liabilities related to an updated blended state tax rate as a result of a change in state apportionment. These
decreases were partially offset by $74 million related to adjustments to valuation allowances on Pennsylvania net operating losses, $13
million in favorable adjustments to uncertain tax benefits recorded in 2010 and an $11 million decrease in the domestic manufacturing
deduction tax benefit resulting from revised bonus depreciation estimates.

• Discontinued operations - International, represents the results of PPL Global which was distributed to PPL Energy Supply’s parent, PPL
Energy Funding in January 20)1. See Note 9 to the Financial Statements for additional information.

The following afler-tax gains (losses), which management considers special items, also impacted the results.
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Income Statement
Line Item 2012 2011 2010

djuated energy-related economic activity, net, net of tax of ($26), ($52), $85 (a) $ 38 $ 72 $ (121)
es of assets:

_ .Maine hydroelectric generation buainess, net of tax of $0, $0, ($9) (b) Disc. Operations 15
Sundance indemsilficadon, net of tax of $0, $0, $0 Other Income-net 1

Impairments:
Emiaaion allowances, net of tax of $0, $1, $6 (c) Other O&M (1) (10)
Renewable energy credits, net of tax of $0, $2, $0 Other O&M (3)
Adjustnenta - nnclear decommissioning trust investments, net of tax of ($2), $0, $0 Other Income-net 2
Other asset impainnenta, net of tax of $0, $0, $0 Other 08cM (1)

LKE acquisition-related adjustments:
Monetization of certain full-requirement sales contracts, net of tax of $0, $0, $89 (d) (125)
Sale of certain non-core generation facthties, net of tax of $0, $0, $37 (e) Disc. Operations (2) (64)
Reduction of credit facility, net of tax of $0, $0, $4 (f) Interest Expense (6)

Other:
Montana hydroelectric litigation, net of tax of $0, ($30), $22 (g) 45 (34)
Litigation aenlement - spent nuclear fuel storage, net of tax of $0, ($24), $0 (h) Fuel 33
Health care reform - tax impact (i) Income Taxes (5)
Montana basin seepage litigation, net of tax of $0, $0, ($1) Other 08cM 2
Counterparty bankruptcy, net of tax of $5, $5, $0 U) Other 08cM (6) (6)
Wholesale supply coat reimbursement, net of tax of $0, ($3), $0 (k) 1 4
Ash basin leak remediation adjustment, net of tax of($1), $0, $0 Other 08cM
Coal contract modification payments, net of tax of $12, $0, $0 (I) Fuel (17)

__________ __________

Total $ 18 $ 142 $ (347)

(a) See Reconciliation of Economic Activity’ below.
(b) Gains recorded on completion of the sale of the Maine hydroelectric generation business. See Note 9 to the Financial Statements for additional information.
(c) Primarily represents impainnent charges of sulfur dioxide emission allowances.
(d) In July 2010, in order to raise additional cash for the LKE acquisition, certain full-requirement sales contracts were monetized that resulted in cash proceeds of $249 million. See

“Monetization of Certain Full-Requirement Sales Contracts” in Note 19 to the Financial Statements for additional information. $343 million of pre-tax gains were recorded to
“Wholesale energy marketing” and $557 million of pre-tax losses were recorded to “Energy purchases” on the Statement of Income.

(e) Consists primarily of die initial impairment charge recorded when the businesa was classified as held for sale. See Note 9 to the Financial Statements for additional infonnation.
(0 In October 2010, PPL Energy Supply made borrowings under its Syndicated Credit Facility in order to enable a subsidiary to make loans to certain affiliates to provide intethu

financing of amounts required by PPL to partially fund PPL’s acquisition of LKE. Subsequent to die repayment of audi borrowing, die capacity was reduced, and as a result,
PPL Energy Supply wrote off deferred fees in 2010.
In March 2010, the Montana Supreme Court substantially affimned a June 2008 Montana District Court decision regarding lease payments for die use of certain Montana
streambeds. In 2010, PPL Montana recorded a pre-tax charge of $56 million, representing estimated rental compensation for years prior to 2010, including interest. Of diii total
charge $47 million, prc-tax, was recorded to “Other operation and maintenance” and $9 million, pre-tax, was recorded to “Interest Expense” on the Smatenient of Income. In
August 2010, Pfl Ivlontana filed a petition for a writ of certiorari with die U.S. Supreme Court requesting die Court’s review of diii mailer. In June 2011, die U.S. Supreme
Court granted PPL Montana’s petition. In February 2012, die U.S. Supreme Court overtsimed die Montana Supreme Court decision and remanded die case to the Montana
Supreme Court for further proceedings consistent widi the U.S. Supreme Court’s opinion. Prior to die U.S. Supreme Court decision, $4 million, pre-tax, of interest expense on
die rental compensation covered by die court decision was accnmed in 2011. As a result of die U.S. Supreme Court decision, PPL Montana reversed its total pre-tax loss accnial
of $89 million, which had been recorded prior to die U.S. Supreme Court decision, of whichi $79 million pre-tax is considered a special item because it represented $65 million of
rent for periods prior to 2011 and $14 million of interest accrued on die portion covered by die prior court decision. These amounts were credited to “Odser operation and
maintenance” and “Interest Expense” on die Statement of Income. See Note 15 to die Financial Statements for additional infonnation.

(ti) In May 2011, PPL Susquelianna entered into a seulemnent agreement widi die U.S. Govermuent relating to PPL Srmsqmmelmanna’s lawsuit, seeking damages for die Department of
Energy’s failure to accept spent nuclear fuel from die PPL Susquelianna plant. PPL Susquelianna recorded credits to fuel expense to recognize recovery, rmder die settlement
agreement, of certain costa to store spent nuclear fuel at die Ssmsquelianns plant. This special item represents aniommts recorded in 2011 to cover die costs incurred from 1998
dirosmgli December 20t0.

(i) Represents income tax expense recorded ass result of the provisions within Healds Care Refonn which eliminated the tax deductibility of retiree health care costs to die extent of
federal subsidies received by plan sponsors that provide retiree prescription drug benefits equivalent to Medicare Pan D Coverage.

U) In October 2011, a wholesale customer, SMGT, filed for banknmpicy protection smder Chapter 11 of die U.S. Bankruptcy code. In 2012, PPL EnergyPlus recorded an additional
allowance for unpaid amounts smder the long-tenu power contract. In March 2012, die U.S. Bankruptcy Court for die District of Montana approved die request to tenninate die
contract, effective April 1, 2012.

(k) In January 2012, PPL received $7 million pre-tax, related to electricity delivered to a wholesale customer in 2008 and 2009, recorded ft’ Wholesale energy marketing-
Realized.” The additional revenue resists from several transmission projects approved at PJM for recovery dial were not initially anticipated at this thus of die electricity
auctions and therefore were not included in die auction pricing. A FERC order was issued in 2011 approving die disbursement of diese supply costs by the wholesale customer
to the auppliers, diercfore, PPL Energy Supply accrued its share of ilus additional revenue in 2011.

(I) As a result of lower electricity and natural gas prices. coal-fired generauon output decreased dminug 2012. Contract modification payments were incsined to reduce 2012 and
2013 contracted coal deliveries.
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Reconciliation ofEconomic Activity

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

Note

19 to the Financial Statements to the special item identified as “Adjusted energy-related economic activity, net.”

2012 2011 2010
Operating Revenues

Unregulated retail electric and gas $ (17) $ 31 $ 1
Wholesale energy marketing (311) 1,407 (805)

Operating Expenses
Fuel
Energy Purchases

Energy-related economic activity (a)
Option premiums (b)
Adjusted energy-related economic activity
Less: Unrealized economic activity associated with the monetization of certain

flill-requiresnent sales contracts in 2010 (c)
Less: Economic activity realized, associased with the monetization of certain

hill-requirement sales contracts in 2010

Adjusted eneegy-related economic activity, net, pre-tax

(14) 6 29
442 (1,123) 286
100 321 (489)

(1) 19 32
99 340 (457)

(251)

35 216
S 64 $ 124 $ (206)

Adjusted energy-related economic activity, net, after-tax $ 38 $ 72 $ (121)

(a) See Note 19 to the Financial Statesnents for additional information.
(b) Adjustment for the net deferral and asnortization of option premimna over the delivery period of the item that was hedged or upon realization. Option premiums are recorded in

“Wholesale energy marketing - Realized” and “Energy purchases - Realized” on the Statements of Income.
(c) See “Components of Monetization of Certain Fssll-Requircment Sales Contracts” below.

The following table provides the components of the “Monetization of Certain Full-Requirement Sales Contracts” special item.

(a) See “Commodity Price Risk (Non-trading) - Monetization of Certain Fssll-Reqstirement Sales Contracts” in Note 19 to the Financial Statements for additional infonnation.
(b) includes saweahzed losses of $251 million, which are reflected in “Wholesale energy marketing - Unrealized economic activiw” and “Energy purchases - Unrealized economic

activity” on sIte Statement of income. Also includes net realized gains of $37 million, which are reflected ft”Wholesale energy marketing - Realized” and “Energy purchases -

Realized” on the Statement of income.

Excluding special items, PPL Energy Supply projects lower earnings in 2013 compared with 2012, primarily driven by lower energy prices,
higher fuel costs, higher operation and maintenance, higher depreciation and higher fmancing costs, which are partially offset by higher capacity
prices and higher nuclear generation output despite scheduled outages for both Susquehanna units to implement a long-term solution to turbine
blade issues.

Earnings in future periods are subject to various risks and uncertainties. See “Forward-Looking information,” “Item 1. Business,” “Item IA. Risk
Factors,” the rest of this Item 7 and Note 15 to the Financial Statements for a discussion of the risks, uncertainties and factors that may impact
future earnings.

Components ofMonetization of ‘ertain Full-Requirement Sales Contracts

Full-requirement sales contracts mooetized (a)
Economic activity related to the fsill-requiresnent sales contracts monetized
Mouetizatiou of certain full-requirement sales contracts, pre-tax (b)

Aonetizatiou of certain full-requirement sales contracts, after-tax

2013 Outlook

2010

$ (68)
(146)

$ (214)

$ (125)
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Statement of Income Analysis --

Unregulated Gross Energy Margins

3n-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. li calculating this measure, PPL Energy Supply’s energy revenues, which include operating
revenues associated with certain PPL Energy Supply businesses that are classified as discontinued operations, are offset by the cost of fuel, energy
purchases, certain other operation and maintenance expenses, primarily ancillary charges, gross receipts tax, which is recorded in “Taxes, other
than income,” and operating expenses associated with certain PPL Energy Supply businesses that are classified as discontinued operations. 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 fluctuations 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, which are recorded in “Wholesale energy marketing to affiliate” revenue. PPL
Energy Supply excludes from “Unregulated Gross Energy Margins” adjusted 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 adjusted energy-related economic
activity is the ineffective portion of qua Ii1iing 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. 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. 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 to manage PPL Energy Supply’s operations, analyze actual results compared
with budget and measure certain corporate financial goals used in determining variable compensation.

Reconciliation of Non-GAAP Financial Measures

The following tables reconcile “Operating Income” to “Unregulated Gross Energy Margins” as defined by PPL Energy Supply for the period
Nided December 31.

2012 2011
Unregulated Unregulated
Gross Energy Operating Gross Energy Operating

Margins Other (a) Income (b) Margins Other (a) Income (b)

Operating Revenues
Wholesale energy marketing

Realized $ 4,412 $ 21 (c) $ 4,433 $ 3,745 $ 62 (c) $ 3,807
Unrealized economic activity (311) (d) (311) 1,407 (d) 1,407

Wholesale energy marketing
to affiliate 78 78 26 26

Unregulated retail electric and gas 865 (17) (d) $48 696 31 (d) 727
Net energy trading margins 4 4 (2) (2)
Energy-related businesses

_________________

448 448

_________________

464 464
Total Operating Revenues 5,359 141 5,500 4,465 1,964 6,429
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2012 2011
Unregulated Unregulated

Gross Energy Operating Gross Energy Operating
Margins Other (a) Income (b) Margins Other (a) Income (b)

perating Expenses
uel 931 34 (e) 965 1,151 (71) (e) 1,050

Energy purchases
Realized 2,204 56 (c) 2,260 912 248 (c) 1,160
Unrealized economic activity (442) (d) (442) 1,123 (d) 1,123

Energy purchases from affiliate 3 3 3 3
Other operation and maintenance 19 1,022 1,041 16 913 929
Depreciation 285 285 244 244
Taxes, other than income 34 35 69 30 41 71
Energy-related businesses

_________________

432 432

_________________

458 458
Total Operating Expenses 3,191 1,422 4,613 2,112 2,956 5,068

Discontinued Operations

_________________ ______________________ _________________

12 (12) (f’)

_________________

Total $ 2.16$ S (1,281) $ 887 $ 2,365 5 (1,004) S 1,361

2010
Unregulated
Gross Energy Operating

Margins Other (a) Income (b)
Opera flog Revenues

Wholesale energy marketing
Realized $ 4,511 $ 321 (c) S 4,832
Unrealized economic activity (805) (d) (805)

Wholesale energy marketing
to affiliate 320 320

Unregulated retail electric and gas 414 1 (d) 415
Net energy trading margins 2 2
Energy-related businesses

________________

364 364
Total Operating Revenues 5,247 (119) 5,128

Operating Expenses
Fuel 1,132 (36) (e) 1,096
Energy purchases

Realized 1,389 247 (c) 1,636
Unrealized economic activity (286) (d) (286)

Energy purchases from affiliate 3 3
Other operation and maintenance 23 956 979
‘pepreciation 236 236

.Taxes, other than income 14 32 46
Energy-related

businesses
37

__________________

Total Operating Expenses 2,561 1,506 4,067
Discontinued Operations 84 (84) (f)

________________

Total $ 2,770 $ (1,709) $ 1,061

(a) Represents amounts excluded from Margins.
(b) As reported on the Statements of Income.
(c) Represents energy-related economic activity as described in “Commodity Price Risk (Non-trading) - Economic Activity” within Note 19 to the Financial Statements. For 2012,

“Wholesale energy marketing - Realized” and “Energy purchases - Realized” include a net pre-tax loss of $35 million related to the monetization of certain full-requirement sales
contracts. 2011 includes a net pee-sax loss of $216 million related to the monetization of certain full-requirement sales contracts and a net pre-tax gain of $19 million related to
the amortization of option premiums. 2010 includes a net pre-tax gain of $37 million related to the monetization of certain full-requirement sales contracts and a net pre-tax gain
of $32 million related to the amortization of option preinimns.

(d) Represents energy-related economic activity, which is subject to fluctuations in value due to market price volatility, as described in” Commodity Price Risk (Non-trading) -

Economic Activity” within Note l9to the financial Statements.
(e) Includes econotnic activity related to fuel as described in ‘Commodity Price Risk (Non-trading) - Economic Activity” within Note 1910 the Financial Statements. 2012 includes

a net pee-tax loss of $29 million related to coal contract modification payments, 2011 includes pre-tax credits of $57 million for the spent nuclear fuel litigation settlement.
(f) Represents the net of certain revenues and expenses associated with certain businesses that are classified as discontinued operations. These revenues and expenses are not

reflected tn’ Operating Income” on the Statements of Income.

Changes in Non-GAAP Financial Measures

Unregulated Gross Energy Margins are generated through PPL Energy Supply’s competitive non-trading and trading activities. PPL Energy
Supply’s non-trading energy business is managed on a geographic basis that is aligned with its generation fleet. The following table shows PPL
Energy Supply’s non-GAAP financial measure, Unregulated Gross Energy Margins, for the periods ended December 31, as well as the change
between periods. The factors that gave rise to the changes are described below the table.
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2012 2011 Change 2011 2010 Change

Non-trading
EastemU.S. $ 1,865 $ 2,018 $ (153) $ 2,018 $ 2.429 $ (411)

c Western U.S. 299 349 (50) 349 339 10
energy trading 4 (2) 6 (2) 2 (4)

iotal $ 2,168 $ 2,365 $ (197) $ 2,365 $ 2,770 $ (405)

Unregulated Gross Ener’ Margins

Eastern US.

The changes in Eastern U.S. non-trading margins were:

2012 vs. 2011 2011 vs. 2010

Baseloadenergyprices $ (121) $ (109)
Baseload capacity prices (37) (90)
Intermediate and peaking capacity prices (17) (58)
Full-requirement sales contracts (a) (15) 70
Impact of non-core generation facilities sold in the first quarter of 2011 (12) (46)
Higher nuclear fuel prices (12) (10)
Net economic availability of coal and hydroelectric units (b) (10) (72)
Higher coal prices (2) (40)
Nuclear generation volume (c) (29)
Intermediate and peaking Spark Spreads 11 24
Retail electric 15 (7)
Ironwood Acquisition, which eliminated tolling expense (d) 41
Monetization of certain deals that rebalanced the business and portfolio (41)
other 6 (1)

$ (153) $ (411)

(a) Higher margins in 2011 compared with 2010 were driven by the monetization of toss contracts in 2010 and lower customer migration to alternative suppliers in 2011.
(b) Voltunes were lower in 2011 compared with 2010 as a result of unplanned otttages and the sale of our interest in Safe Harbor Water Power Corporation.
(c) Volumes were flat in 2012 compared to 2011 due to an uprate in the third quarter of 2011 offset by higher plant outage costs in 2012. Voltunes were lower in 2011 compared

with 2010 primarily ass result of the dual-unit turbine blade replacement otttagea beginning in May 2011.
(d) See Note 10 to the financial Statements for additional infonnation.

Jestern U.S.

i’on-trading margins were lower in 2012 compared with 2011 due to $34 million of lower wholesale volumes, including $31 million related to the
bankruptcy of SMGT, $9 million of higher average fuel prices and $9 million of lower wholesale prices.

Non-trading margins were higher in 2011 compared with 2010 due to higher net wholesale prices of $58 million, partially offset by lower
wholesale volumes of $45 million, primarily due to economic reductions in the coal unit output.

Energy-Related Businesses

The $10 million increase in contributions from energy-related businesses in 2012 compared with 2011 primarily relates to the mechanical services
businesses, due to improved margins on construction and energy service projects in 2012 and a decrease in affiliate trademark expenses.

Other Operation and Maintenance

The increase (decrease) in other operation and maintenance was due to:
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2012 vs. 2011 2011 vs. 2010

Montana hydroelectric litigation (a) $ 75 $ (121)
PPL Susquehanna nuclear plant costs (b) 27 30

ucollectible accounts (c) (5) 15
sis at Western fossil and hydroelectric plants (d) (1) 15

,Ssts at Eastern fossil and hydroelectric plants (e) 13 20
Impacts from emission allowances (f) (15)
fronwood Acquisition (g) 1$
Trademark royalties (h) (34)
Pension expense 11 1
Other 8 5
Total $ 112 $ (50)

(a) In March 2010, the Montana Supreme Court substantially affirmed a June 2008 Montana District Court decision regarding lease payments for the use of certain Montana
ssreambeds. Ass result, in the first quarter of 2010, PPL Montana recorded a charge of $56 million, representing estimated rental compensation for the first quarter of 2010 and
prior years, including interest. The portion of the total charge recorded to ‘Other operation and maintenance” on the Statement of Income totaled $49 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. Tn June 2011, flue U.S. Supreme Court granted PPL
Montana’s petition. In Februaty 2012, the U.S. Supreme Court overturned the Montana Supreme Court decision and remanded the case to the Montana Supreme Court for
further proceedings consistent with the U.S. Supreme Court’s opinion. As a result, in 2011 PPL Montana reversed its total loss accrual of $89 million, which bad been recorded
prior to the U.S. Supreme Court decision, of wltich $75 million was credited to “Other operation and maintenance” on the Statement of Income.

(b) 2012 compared with 2011 was higher primarily due to $11 million of higher payroll-related costs, $7 million of higher project costs and $7 million of higher costs from the
refueling outage. 2011 compared with 2010 was higher primarily due to $11 million of higher payroll-related costs, $10 million of higher outage costs and $8 million of higher
costs from the refueling outage.

(c) 2011 compared with 2010 was higher primarily due to SMGT filing for protection under Chapter 11 of the U.S. Bankruptcy Code, $11 million of damages billed to SMGT were
fully reserved.

(d) 2011 compared with 2010 was higher primarily due to $11 million of lower insurance proceeds.
(e) 2012 compared with 2011 was higher primarily due to net plant outage costs of $13 million. 2011 compared with 2010 was higher primarily due to plant outage costs of $13

million,
(1) 2011 compared with 2010 was lower due to lower impainnent charges of sulfur dioxide emission allowances,
(g) There are no comparable amounts in the 2011 periods as the Ironwood Acquisition occuired in April 2012.
(lu) In 2011 and 2010, PPL Energy Supply was charged trademark royalties by an affiliate. The agreement was terminated in December 2011.

Depreciation

Depreciation increased by $41 million in 2012 compared with 2011, primarily due to $16 million attributable to PP&E additions and $17 million
attributable to the Ironwood Acquisition in April 2012. Depreciation increased by $8 million in 2011 compared with 2010, primarily due to PP&E
additions.

Other Than Income

Taxes, other than income decreased by $2 million in 2012 compared with 2011, primarily due to a $7 million decrease in state capital stock tax
offset by a $4 million increase in state gross receipts tax.

Taxes, other than income increased by $25 million in 2011 compared with 2010, primarily due to $16 million of higher Pennsylvania gross
receipts tax expense as a result of an increase in retail electricity sales by PPL EnergyPlus. This tax is included in “Unregulated Gross Energy
Margins.” The increase also includes $8 million of higher Pennsylvania capital stock tax due in part to the expiration of the Keystone Opportunity
Zone credit in 2010 and an agreed to change in a capital stock tax filing position with the state.

Other Income (Expense) - net

See Note 17 to the Financial Statements for details.

Interest Income from Affiliates

Interest income from affiliates decreased by $6 million in 2012 compared with 2011, primarily due to lower average loan balances with PPL
Energy funding.

Interest Expense

The increase (decrease) in interest expense was due to:
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2012 vs. 2011 2011 vs. 2010

Long-term debt interest expense (a) $ (11)
Short-term debt interest expense (b) (10) $ 7

onwood Acquisition (Note 10) 12
“ypitalized interest (16)
et amortization of debt discounta, premiums and issuance costs (c) (9) (3)

Montana hydroelectric litigation (d) 10 (20)
Other 2 (2)

Total $ (6) $ (34)

(a) The decrease was primarily due to the redemption of $250 million of 7.0% Senior Notes due 2046 in July 2011 along with the repayment of $500 million of 6.4% Senior Notes
due 2011 and subsequent issuance of $500 million of 4.6% Senior Notes due 2021, both in the fourth quarter of 2011.

(b) 2012 compared with 2011 was lower primarily due to lower interest rates on 2012 short-term borrowings coupled with lower fees on credit facilities. 2011 compared with 2010
was higher primarily due to increased borrowings in 2011 and an increase in commitment fees on credit facilities.

(c) The periods include the impact of sccelerating the amortization of deferred financing fees of $7 million in 2011, due to the July 2011 redemption, as noted above, of its 7.00%
Senior Notes due 2046. 2011 compared with 2010 wss slightly offset by the impact of sccelersting the amortization of deferred fmancing fees of $10 million in 2010, due to the
September 2010 expiration and subsequent replscement of its $3.2 billion 5-yesr Syndicated Credit Facility.

(d) hi March 2010, the Montans Supreme Court sttbstantislly affirmed a June 2008 Montana District Court decision regarding Jesse payments for the use of certain Montana
streambeds. hi August 2010, PPL Montana filed s petition for a writ of certiorsrt with the U.S. Supreme Court requesting the Court’s review of diii mailer, hi 2011 and 2010,
PPL Montana recorded $4 million and $10 million of interest expense on the rental compensation covered by the court decision. hi February 2012, the U.S. Supretne Court
overturned the Montana Supreme Cottrt decision and remanded the case to the Montana Supretne Court for ftirther proceedings consistent with the U.S. Supreme Court’s
opinion. As a result, in the fourth quarter of 2011 PPL Montana reversed its totsl loss sccrual of $89 million, which had been recorded prior to the U.S. Supreme Court decision,
of which $14 million was credited to “Interest Expense” on die Statement of Income.

Income Taxes

The increase (decrease) in income taxes was due to:

2012 vs. 2011 2011 vs. 2010

Higher (lower) pre-tsx book income $ (191) $ 134
State valuation allowance adjustments (a) (20) 74
State deferred tsx rste change (b) 7 (26)
Domestic manufacturing deduction (c) (d) II
Federsl and siste tax resen’e sdjuatmeols (4) 13
Federal and state tax return sdjusttneots (d) 26 (16)
Health Care Reform (e) (5)
,Other

__________________

(1)
$ (182) $ 184

(a) During 2011, die Pennsylvania Department of Revenue issued interpretive guidance on dte treatment of bonus depreciation for Pennsylvania income tax purposes. The guidaitce
allows 100% bonus for qualifying assets in die same year bonus depreciation is allowed for federal income tax purposes. Due to the decrease in projected taxable incotne related
to bonus depreciation and a decrease in projected ftimre taxable income, PPL Euergy Supply recorded $22 million in state deferred incotne tsx expense related to deferred tax
valuation allowances during 2011.

Petmsylvsnia H.B. 1531, enacted in October 2009, increased die net operating loss limitation to 20% of taxable income for tax years beginning in 2010. Based on die projected
reveoste increase related to die expiration of the generation rate caps, PPL Energy Supply recorded a $52 million state deferred income tax benefit relsted to the reversal of
deferred tax valuation sllowances over the remaining carryforward period of die net operating losses during 2010.

(b) Changes in state spportiomneut resulted in reductions to tlte future estimated state tax rate at December 31, 2012 and 2011. PPL Energy Supply recorded a $19 million deferred
tax benefit in 2012 and a $26 million deferred tax benefit in 2011 related to its ttste deferred tax liabilities.

(c) In December 2010, Congress enacted legislation allowing for 100% bonus depreciation on qualified property. The increased tax depreciation deduction eliminated die tax
benefits related to domestic tnanuufscturing deductions in 2012 and 2011.

(d) During 2011, PPL recorded $22 million in federal and state tax benefits related to die filing of the 2010 federal and state income tax returns. Of that atnouat, $7 uinlliou in tax
benefits related to an sdditioual dotnestic manufacturing deduction resulting from revised bonus depreciation amounts.

(e) Beginning in 2013, provisions widrin Healdi Csre Refonn elhninsted die tax dedttctibility of retiree health care costs to die extent of federsl subsidies received by plait sponsors
diat provide retiree prescription dung benefits equivalent to Medicare Part D Coverage. Ass result, PPL Energy Supply recorded deferred income tax expense during 2010.

See Note 5 to the Financial Statements for additional information on incotne taxes.
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Discontinued Operations

Income (Loss) from Discontinued Operations (net of income taxes) decreased by $240 million in 2011 compared with 2010. The decrease in
2011 compared with 2010 was primarily due to the presentation of PPL Global as Discontinued Operations as a result of the January 2011

tribution by PPL Energy Supply of its membership interest in PPL Global to its parent, PPL Energy Funding. lii 2011, the results of PPL
obal are no longer consolidated within PPL Energy Supply. See Note 9 to the financial Statements for additional information.

Financial Condition

Liquidity and Capital Resources

PPL Energy Supply expects to continue to have adequate liquidity available through operating cash flows, cash and cash equivalents, credit
facilities and commercial paper issuances. In 2013, PPL Energy Supply anticipates receiving capital contributions from its member, as well.

PPL Energy Supply’s cash flows from operations and access to cost-effective bank and capital markets are subject to risks and uncertainties
including, but not limited to:

• changes in electricity, fuel and other commodity prices;
• operational and credit risks associated with selling and marketing products in the wholesale power markets;
• potential ineffectiveness of the trading, marketing and risk management policy and programs used to mitigate PPL Energy Supply’s risk

exposure to adverse changes in electricity and fuel prices, interest rates and counterparty credit;
• reliance on transmission and distribution facilities that PPL Energy Supply does not own or control to deliver its electricity and natural gas;
• unavailability of generating units (due to unscheduled or longer-than-anticipated generation outages, weather and natural disasters) and the

resulting loss of revenues and additional costs of replacement electricity;
• costs of compliance with existing and new enviromnental laws and with new security and safety requirements for nuclear facilities;
• any adverse outcome of legal proceedings and investigations with respect to PPL Energy Supply’s current and past business activities;
• deterioration in the fmancial markets that could make obtaining new sources of bank and capital markets funding more difficult and more

costly; and
• a downgrade in PPL Energy Supply’s or its rated subsidiaries’ credit ratings that could adversely affect their ability to access capital and

increase the cost of credit facilities and any new debt.

See “Item lA. Risk Factors” for further discussion of risks and uncertainties that could affect PPL Energy Supply’s cash flows.

December 31, PPL Energy Supply had the following:

2012 2011 2010

Cash and cash equivalents S 413 $ 379 S 661

Short-tenn debt $ 356 $ 400 S 531

The changes in PPL Energy Supply’s cash and cash equivalents position resulted from:

2012 2011 2010

Net casts provided by (used in) operating activities S 784 $ 776 $ 1,840
Net cash provided by (used in) investing activities (469) (668) (825)
Net casts provided by (used in) financing activities (281) (390) (612)
Effect of exchange rates on cash and cash eqtsivalents

__________________ __________________

13

Net Increase (Decrease) in Cash and Casts Equivalents S 34 $ (282) $ 416
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Operating Activities

Net cash provided by operating activities increased by 1%, or $8 million, in 2012 compared with 2011. This was primarily due to a $92 million
decrease in net cash used in other operating activities (includes a $77 million reduction in defmed benefit plan funding) and a $23 million decrease

net cash used in working capital (including a change of $156 million from counterparty collateral, offset by a $92 million change in accounts
ceivable). These impacts were offset by a $107 million decrease in net income, when adjusted for non-cash components.

Net cash provided by operating activities decreased by 58%, or $1.1 billion, in 2011 compared with 2010. This was primarily due to lower gross
energy margins of $240 million, afier-tax, proceeds from monetizing certain full-requirements sales contracts in 2010 of $249 million, a reduction
in cash from counter party collateral of $172 million, increases in other operating outflows of $200 million (including higher operation and
maintenance expenses and defmed benefits funding of $123 million) and the loss of operating cash from PPL Global ($203 million for 2010). In
January 2011, PPL Energy Supply distributed its membership interest in PPL Global to its parent, PPL Energy Funding. See Note 9 to the
Financial Statements for additional information on the distribution.

A significant portion of PPL Energy Supply’s operating cash flows is derived from its baseload generation business activities. PPL Energy Supply
employs a formal hedging program for its competitive baseload generation fleet, the primary objective of which 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. See Note 19 to the
Financial Statements for further discussion. Despite PPL Energy Supply’s hedging practices, future cash flows from operating activities are
influenced by commodity prices and therefore, will fluctuate from period to period.

PPL Energy Supply’s contracts for the sale and purchase of electricity and fuel ofien require cash collateral or other credit enhancements, or
reductions or terminations of a portion of the entire contract through cash settlement, in the event of a downgrade of PPL Energy Supply’s or its
subsidiary’s credit ratings or adverse changes in market prices. For example, in addition to limiting its trading ability, if PPL Energy Supply’s or
its subsidiary’s ratings were lowered to below “investment grade” and there was a 10% adverse movement in energy prices, PPL Energy Supply
estimates that, based on its December 31, 2012 positions, it would have had to post additional collateral of approximately $368 million with
respect to electricity and fuel contracts. PPL Energy Supply has in place risk management programs that are designed to monitor and manage its
exposure to volatility of cash flows related to changes in energy and fuel prices, interest rates, foreign currency exchange rates, counterparty credit
quality and the operating performance of its generating units.

Investing Activities

The primary use of cash in investing activities is capital expenditures. See “Forecasted Uses of Cash” for detail regarding projected capital
expenditures for the years 2013 through 2017.

et cash used in investing activities decreased $199 million in 2012 compared with 2011, primarily as a result of a $396 million change in notes
receivable from affiliates and a $232 million change in restricted cash and cash equivalents, partially offset by $381 million less in asset sale
proceeds (2011 sale of non-core generation facilities) and $84 million used to fund the 2012 Ironwood Acquisition (see Note 10 to the Financial
Statements for additional information on this acquisition).

Net cash used in investing activities decreased $157 million in 2011 compared with 2010, primarily as a result of a decrease of $348 million in
capital expenditures and a $219 million increase in the proceeds received from the sale of businesses, which are discussed in Note 9 to the
Financial Statements. The decrease in cash used in investing activities from the above items was partially offset by an increase of $198 million
related to notes receivable from affiliates and $212 million from changes in restricted cash and cash equivalents.

In January 2011, PPL Energy Supply distributed its 100% membership interest in PPL Global to its parent, PPL Energy Funding. See Note 9 to
the Financial Statements for additional information. Excluding PPL Global, PPL Energy Supply’s net cash used in investing activities was $544
million for 2010.
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Financing Activities

Net cash used in financing activities was $281 million in 2012 compared with $390 million in 2011 and $612 million in 2010. The decrease from
2011 to 2012 primarily reflects the 2011 distribution of cash included in the net assets of PPL Global to PPL Energy Funding and a decrease in net(tirement of long-term debt, partially offset by higher net distributions to Member. The decrease from 2010 to 2011 primarily reflects lower net

stributions to Member, partially offset by lower net issuances of long-term debt and the distribution of cash included in the net assets of PPL
Global to PPL Energy Funding.

In 2012, cash used in financing activities primarily consisted of $787 million in distributions to Member and a $44 million net decrease in short-
term debt, partially offset by $563 million in contributions from Member.

In 2011, cash used in fmancing activities primarily consisted of a $325 million distribution of cash included in the net assets of PPL Global to PPL
Energy Funding, $316 million in distributions to Member, and net debt retirements of $200 million, partially offset by $461 million in
contributions from Member.

In 2010, cash used in fmancing activities primarily consisted of $4.7 billion in distributions to Member, partially offset by $3.6 billion in
contributions from Member and net debt issuances of $509 million. The distributions to and contributions from Member during 2010 primarily
relate to the funds received by PPL in June 2010 from the issuance of common stock and 2010 Equity Units. These funds were invested by a
subsidiary of PPL Energy Supply until they were returned to its Member in October 2010 to be available to partially fund PPL’s acquisition of
LIKE and pay certain acquisition-related fees and expenses.

See “forecasted Sources of Cash for a discussion of PPL Energy Supply’s plans to issue debt securities, as well as a discussion of credit facility
capacity available to PPL Energy Supply. Also see Forecasted Uses of Cash’ for information regarding maturities of PPL Energy Supply’s long-
term debt.

Forecasted Sources of Cash

PPL Energy Supply expects to continue to have sufficient sources of liquidity available in the near term, including cash flows from operations,
various credit facilities, commercial paper issuances, operating leases and contributions from member.

Credit facilities

At December 31, 2012, PPL Energy Supply’s total committed borrowing capacity under credit facilities and the use of this borrowing capacity
ere:

Letters of
Credit
Issued

and
Commercial

Committed Paper Unused
Capacity Borrowed Backup Capacity

Syndicated Credit Facility (a) S 3,000 $ 499 S 2,501
Letter of Credit Facility 200 n/a 132 68
Total PPL Energy Supply Credit facilities (b) $ 3,200 $ 631 $ 2,569

(a) This facility contains a fmancial covenant requiring PPL Energy Supply’s debt to total capitalization not to exceed 65%, as calculated in accordance with the facility, and other
customaly covenants.

(b) The commitments under PPL Energy Supply’s credit facilities are provided by a diverse bank grottp, with no one bank and its affiliates providing an aggregate cozmtiitrnent of
more than 11% of the total committed capacity.

In addition to the financial covenants noted above, the credit agreements governing the above credit facilities contain various other
covenants. Failure to comply with the covenants after applicable grace periods could result in acceleration of repayment of borrowings andlor
termination of the agreements. PPL Energy Supply monitors compliance with the covenants on a regular basis. At December 31, 2012, PPL
Energy Supply was in compliance with these covenants. At this time, PPL Energy Supply believes that these covenants and other borrowing
conditions will not limit access to these funding sources.

See Note 7 to the Financial Statements for further discussion of PPL Energy Supply’s credit facilities.

104



Commercial Paper

PPL Energy Supply maintains a $750 million commercial paper program to provide an additional fmancing source to fund its short-term liquidity
needs, if and when necessary. Commercial paper issuances are supported by PPL Energy Supply’s Syndicated Credit Facility. At December 31,

12, PPL Energy Supply had $356 million of commercial paper outstanding at a weighted-average interest rate of approximately 0.50%.

Operating Leases

PPL Energy Supply and its subsidiaries also have available funding sources that are provided through operating leases. PPL Energy Supply’s
subsidiaries lease office space, land, buildings and certain equipment. These leasing structures provide PPL Energy Supply additional operating
and fmancing flexibility. The operating leases contain covenants that are typical for these agreements, such as maintaining insurance, maintaining
corporate existence and timely payment of rent and other fees.

PPL Energy Supply, through its subsidiary PPL Montana, leases a 50% interest in Colstrip Units 1 and 2 and a 30% interest in Unit 3, under four
36-year, non-cancelable operating leases. These operating leases are not recorded on PPL Energy Supply’s Balance Sheets. The leases place
certain restrictions on PPL Montana’s ability to incur additional debt, sell assets and declare dividends.

See Note 11 to the F inancial Statements for further discussion of the operating leases.

Contributions from !ienber

From time to time, PPL Energy Supply’s Member, PPL Energy Funding, makes capital contributions to PPL Energy Supply. PPL Energy Supply
uses these contributions to fund capital expenditures and for other general corporate purposes.

Forecasted Uses of Cash

In addition to expenditures required for normal operating activities, such as purchased power, payroll, fuel and taxes, PPL Energy Supply
currently expects to incur future cash outflows for capital expenditures, various contractual obligations, distributions to its Member and possibly
the purchase or redemption of a portion of its debt securities.

Capital Expenditures

The table below shows PPL Energy Supply’s current capital expenditure projections for the years 2013 through 2017.

Projected
2013 2014 2015 2016 2017

Construction expenditures (a) (b)
Generating facilities $ 387 $ 24$ $ 247 $ 241 $ 292
Enviionmental 94 89 22 20 21
Other 26 34 15 15 15

Total Construction Expenditures 507 371 284 276 328
Nuclearfue] 152 145 153 15$ 162

Total Capital Expenditures $ 659 $ 516 $ 437 $ 434 $ 490

(a) Constniction expenditures include capitalized interest, which it expected to total approximately $82 million for the years 2013 through 2017.
(b) Includes expenditures for certain intangible assets.

PPL Energy Supply’s capital expenditure projections for the years 2013 through 2017 total approximately $2.5 billion. Capital expenditure plans
are revised periodically to reflect changes in operational, market and regulatory conditions. This table includes projected costs related to the
planned 153 MW of incremental capacity increases. See Note $ to the Financial Statements for information regarding the significant development
projects.

PPL Energy Supply plans to fund its capital expenditures in 2013 with cash from operations and equity contributions from PPL Energy Funding.

Contractual Obligations

PPL Energy Supply has assumed various fmancial obligations and commitments in the ordinary course of conducting its business. At
December 31, 2012, the estimated contractual cash obligations of PPL Energy Supply were:
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Total 2013 2014 - 2015 2016-2017 After 2017

Long-termDebt(a) $ 3,249 $ 751 $ 635 $ 386 $ 1,477
Interest on Long-term Debt (b) 1,169 196 265 167 541

erating Leases (c) 362 76 143 39 104
chase Obligations (d) 3,047 863 878 696 610
er Long-term Liabilities

Reflected on the Balance
Sheet under GAAP (e) (0 105 105

_____________________ _____________________ _____________________

Total Contractual Cash Obligations $ 7,932 $ 1,991 $ 1,921 $ 1,288 $ 2,732

(a) Reflects principal maturities only based on stated maturity dates, except for the 5.70% REset Put Securities (REPS). See Note 7 to the Financial Statements for a discussion of
the remarketlisg feature related to the REPS, as well as discussion of variable-rate remarketable bonds. PPL Energy Supply does not have any significant capital lease
obligations.

(b) Assumes interest payments through slated maturity, except for the REPS, for which interest is reflected to the put dale. The payments herein are subject to change, as payments
for debt that is or becomes variable-rate debt have been estimated.

(c) See Note 11 to the financial Statements for additional information.
(d) The amounts include agreements to purchase goods or services that are enforceable and legally binding and specify all significant terms, including: fixed or minimum quantities

to be purchased; fixed, minimum or variable price provisions; and the approximate timing of the transaction. Primarily includes PPL Energy Supply’s purchase obligations of
electricity, coal, nuclear fuel and limestone as well as certain construction expenditures, which are also included in the Capital Expenditures table presented above. Financial
swaps and open purchase orders that are provided on demand with no firm commitment are excluded from the amounts presented.

(e) The amounts represent contributions made or committed to be made for 2013 for PPL’s U.S. pension plant. See Note 1310 the Financial Statements for a discussion of expected
contributions.

(f) At December 31, 2012, total unrecognized tax benefita of $30 million were excluded from this table as PPL Energy Stipply cannot reasonably estimate the amount and period of
future payments. See Note 5 to the Financial Statements for additional information.

Distributions to A’Ienther

from time to time, as determined by its Board of Managers, PPL Energy Supply makes distributions to its member.

Purchase or Redemption ofDebt Securities

PPL Energy Supply will continue to evaluate its outstanding debt securities and may decide to purchase or redeem these securities depending
upon prevailing market conditions and available cash.

Rating Agency Actions

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
)Ctve 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 agencies at any time and should be evalunted independently of each
other and any other rating that may be assigned to the securities. The credit ratings of PPL Energy Supply and its subsidiaries affect its liquidity,
access to capital markets and cost of borrowing under its credit facilities.

The following table sets forth PPL Energy Supply’s and its subsidiaries’ security credit ratings as of December 31, 2012.

Senior Unsecured Senior Secured Commercial Paper
Issuer Moody’s S&P Fitch Moody’s S&P Fitch Moody’s S&P Fitch

PPL Energy Supply Baa2 BBB BBB P-2 A-2 F-2

PPL Ironwood B2 B
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A downgrade in PPL Energy Supply’s or its subsidiaries’ credit ratings could result in higher borrowing costs and reduced access to capital
markets. PPL Energy Supply and its subsidiaries have no credit rating triggers that would result in the reduction of access to capital markets or
the acceleration of maturity dates of outstanding debt.

addition to the credit ratings noted above, the rating agencies took the following actions related to PPL Energy Supply and its subsidiaries in
— 12.

In January 2012, S&P affirmed its rating and revised its outlook, from positive to stable, for PPL Montana’s Pass Through Certificates due 2020.

Following the armouncement of the then-pending acquisition of AES konwood, L.L.C. in February 2012, the rating agencies took the following
actions:

• In March 2012, Moody’s placed AES Ironwood, L.L.C.’s senior secured bonds under review for possible ratings upgrade.

• In April 2012, S&P affirmed the rating of AES fronwood, L.L.C.’s senior secured bonds.

In May 2012, Fitch downgraded its rating, from BBB to BBB- and revised its outlook, from negative to stable, for PPL Montana’s Pass Through
Certificates due 2020.

In November 2012, S&P revised its outlook, from stable to negative, for PPL Montana’s Pass Through Certificates due 2020.

In December 2012, Fitch affirmed the issuer default rating, individual security rating and revised the outlook, from stable to negative, for PPL
Energy Supply.

In February 2013, Moody’s upgraded its rating, from Bal to B2, and revised the outlook from under review to stable for PPL fronwood.

Ratings Triggers

PPL Energy Supply has 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 that require PPL Energy Supply
to post additional collateral, or permit the counterparty to terminate the contract, if PPL Energy Stipply’s credit rating were to fall below
investment grade. See Note 19 to the Financial Statements for a discussion of “Credit Risk-Related Contingent Features,” including a discussion

e of the potential additional collateral that would have been required for derivative contracts in a net liability position at December 31, 2012. At
ecember 31, 2012, if PPL Energy Supply’s credit rating had been below investment grade, PPL Energy Supply would have been required to

iFepay or post an additional $385 million of collateral to counterparties for both derivative and non-derivative commodity and commodity-related
contracts used in its generation, marketing and trading operations and interest rate contracts.

Guarantees for Subsidiaries

PPL Energy Supply guarantees certain consolidated affiliate financing arrangements that enable certain transactions. Some of the guarantees
contain financial and other covenants that, if not met, would limit or restrict the consolidated affiliates’ access to funds under these fmancing
arrangements, require early maturity of such arrangements or limit the consolidated affiliates’ ability to enter into certain transactions. At this
time, PPL Energy Supply believes that these covenants will not limit access to relevant funding sources. See Note 15 to the Financial Statements
for additional information about guarantees.

Off-Balance Sheet Arrangements

PPL Energy Supply has entered into certain agreements that may contingently require payment to a guaranteed or indemnified party. See Note 15
to the Financial Statements for a discussion of these agreements.

Risk Management - Energy Marketing & Trading and Other

Market Risk

See Notes 1, 18, and 19 to the Financial Statements for information about PPL Energy Supply’s risk management objectives, valuation techniques
and accounting designations.
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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.

(pmmodity 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 qualiQ,’ 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 competitive generation assets and full-requirement sales
and retail contracts. 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 December 31, 2012 and 2011 was a net assetJ(liability) of $346 million and $(63) million. See Note 19 to the
financial Statements for additional information.

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 U.S. and enters
into financial exchange-traded and over-the-counter contracts. PPL Energy Supply’s non-trading commodity derivative contracts range in
maturity through 2019.

The following table sets forth the changes in the net fair value of non-trading commodity derivative contracts at December 31, 2012. See Notes
1$ and 19 to the Financial Statements for additional information.

Gains (Losses)
2012 2011

fair value of contracts outstanding at the beginning of the period $ 1,082 $ 958
Contracts realized or otherwise settled during the period (1,005) (523)
Fair value of new contracts entered into during the period (a) 7 13
Other changes in fair value 389 634
Fair value of contracts outstanding at the end of the period $ 473 $ 1,082

(a) Represents the fair value of contracts at the end of the quarter of their inception.

. e following table segregates the net fair value of non-trading commodity derivative contracts at December 31, 2012, based on the level of
servability of the information used to determine the fair value.

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 observable inputs (Level 2) $ 452 $ 15 $ (20) $ 5 $ 452
Prices based on significant unobservable inputs (Level 3) 8 10 3

_________________

21
Fair value of contracts outstanding at the end of the period $ 460 $ 25 $ (17) $ 5 $ 473

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 finn 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
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. In connection with its bankruptcy proceedings, a significant counterparty, SMGT, had
been purchasing lower volumes of electricity than prescribed in the contract and effective April 1, 2012 the contract was terminated. P?L Energy
Supply cannot predict the prices or other terms on which it will be able to market to third parties the power that SMGT will not purchase from
PPL EnergyPlus due to the termination of this contract. See Note 15 to the financial Statements for additional information.
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Commodity Price Risk (Trading)

PPL Energy Supply’s trading commodity derivative contracts range in maturity through 2017. The following table sets forth changes in the net
fair value of trading commodity derivative contracts at December 31, 2012. See Notes 1$ and 19 to the Financial Statements for additional

Qformation.

Gains (Losses)
2012 2011

Fair value of contracts outstanding at the beginning of the period $ (4) $ 4
Contracts realized or otherwise settled during the period 20 (14)
Fair value of new contracts entered into during the period (a) 17 10
Other changes in fair value (4) (4)
Fair value of contracts outstanding at the end of the period $ 29 $ (4)

(a) Represents the fair value of contracts at the end of the quarter of their inception.

The following table segregates the net fair value of trading commodity derivative contracts at December 31, 2012, based on the level of
observability of the information used to determine the fair value.

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 observable inputs (Level 2) $ 1$ $ 10 $ 2$
Prices based on siniflcant unobservable inputs (Level 3) 1 1
Fair value of contracts outstanding at the end of the period $ 19 $ 10 S 29

VaR Models

A VaR model is utilized to measure commodity price risk in domestic gross energy margins for its 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 disciplined hedging program, the non-trading VaR exposure is expected to be limited in the short-term. The VaR for
‘‘ortfo1ios using end-of-month results for the period was as follows.

Trading VaR Non-Trading VaR
2012 2011 2012 2011

95% Confidence Level, Five-Day Holding Period
Periodind $ 2 $ 1 $ 12 $ 6
Average for the Period 3 3 10 5
High 8 6 12 7
Low 1 1 7 4

The trading portfolio includes all proprietary trading positions, regardless of the delivery period. All positions not considered proprietary trading
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 FIR positions was insignificant at December 31, 2012.

Interest Rate Risk

PPL Energy Supply and its subsidiaries issue debt to fmance their operations, which exposes them to interest rate risk. PPL and PPL Energy
Supply utilize various fmancial 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 fmancing, 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.

At December 31, 2012 and 2011, PPL Energy Supply’s potential annual exposure to increased interest expense, based on a 10% increase in
interest rates, was not significant.
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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 December 31, 2012 would increase the fair value of its debt portfolio by $52 million, compared with $53 million at December 31, 2011.

NDT Funds - Securities Price Risk

i connection with certain NRC requirements, PPL Susquehanna maintains trust hinds to hind certain costs of decommissioning the PPL
Susquehanna nuclear plant (Susquehanna). At December 31, 2012, 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 fimd 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
primarily exposed to changes in interest rates. PPL actively monitors the investment performance and periodically reviews asset allocation in
accordance with its nuclear decommissioning trust policy statement. At December 31, 2012, a hypothetical 10% increase in interest rates and a
10% decrease in equity prices would have resulted in an estimated $49 million reduction in the fair value of the trust assets, compared with $43
million at December 31, 2011. See Notes 18 and 23 to the Financial Statements for additional information regarding the NDT hinds.

Defined Benefit Plans - Securities Price Risk

See “Application of Critical Accounting Policies - Defmed Benefits” for additional information regarding the effect of securities price risk on plan
assets.

Credit Risk

Credit risk is the risk that PPL Energy Supply would incur a loss as a result of nonperformance by counterparties of their contractual
obligations. PPL Energy Supply maintains credit policies and procedures with respect to counterparty credit (including requirements that
counterparties maintain specified credit ratings) and requires other assurances in the form of credit support or collateral in certain circumstances in
order to limit counterparty credit risk. However, PPL Energy Supply has concentrations of suppliers and customers among electric utilities,
financial institutions and other energy marketing and trading companies. These concentrations may impact PPL Energy Supply’s overall exposure
to credit risk, positively or negatively, as counterparties may be similarly affected by changes in economic, regulatory or other conditions.

PPL Energy Supply includes the effect of credit risk on its fair value measurements to reflect the probability that a counterparty will default when
contracts are out of the money (from the counterparty’s standpoint). In this case, PPL Energy Supply would have to sell into a lower-priced
market or purchase from a higher-priced market. When necessary, PPL Energy Supply records an allowance for doubthil accounts to reflect the
probability that a counterparty will not pay for deliveries PPL Energy Supply has made but not yet billed, which are reflected in “Unbilled

(.•nuesfl

on the Balance Sheets. PPL Energy Supply also has established a reserve with respect to certain receivables from SMGT, which is
)flected in accounts receivable on the Balance Sheets. See Note 15 to the Financial Statements for additional information.

See “Overview” in this Item 7 and Notes 16, 18 and 19 to the Financial Statements for additional information on credit concentration and credit
risk.

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 16 to the Financial Statements for additional information on related party transactions.

Acquisitions, Development and Divestitnres

PPL Energy Supply from time to time evaluates opportunities for potential acquisitions, divestitures and development projects. Development
projects are 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.

incremental capacity increases of 153 MW are currently planned, primarily at existing PPL Energy Supply generating facilities. See “Item 2.
Properties - Supply Segment” for additional information.
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See Notes $ and 9 to the Financial Statements for additional information on the more significant activities, including the 2012 fronwood
Acquisition.

1,,nvironmental Matters

.ktensive federal, state and local enviromnental laws and regulations are applicable to PPL Energy Supply’s air emissions, water discharges and
the management of hazardous and solid waste, among other areas; and the cost of compliance or alleged non-compliance cannot be predicted with
certainty but could be material. In addition, costs may increase significantly if the requirements or scope of environmental laws or regulations, or
similar rules, are expanded or changed by the relevant agencies. Costs may take the form of increased capital expenditures or operating and
maintenance expenses; monetary fmes, penalties or other restrictions. Many of these environmental law considerations are also applicable to the
operations of key suppliers, or customers, such as coal producers and industrial power users, and may impact the cost of their products or their
demand for PPL Energy Supply’s services.

Physical effects associated with climate change could include the impact of changes in weather patterns, such as storm frequency and intensity,
and the resultant potential damage to PPL Energy Supply’s generation assets as well as impacts on customers. In addition, changed weather
patterns could potentially reduce annual rainfall in areas where PPL Energy Supply has hydro generating facilities or where river water is used to
cool its fossil and nuclear powered generators. PPL Energy Supply cannot currently predict whether its businesses will experience these potential
climate change-related risks or estimate the potential cost of their related consequences.

The below provides a discussion of the more significant environmental matters.

Coal Combustion Residuals (CCRs)
In June 2010, the EPA proposed two approaches to regulating CCRs (as either hazardous or non-hazardous) under existing solid waste
regulations. A final rulemaking is currently expected before the end of 2015. However, the timing of the final regulations could be accelerated by
certain litigation that could require the EPA to issue its regulations sooner. Regulations could impact handling, disposal andlor beneficial use of
CCRs. The economic impact could be material if CCRs are regulated as hazardous waste, and significant if regulated as non-hazardous, in
accordance with the proposed rule.

Effluent Limitation Guidelines
The EPA is to issue guidelines for technology-based limits in discharge permits for scrubber wastewater and is expected to require thy ash
handling. The EPA agreed, in recent settlement negotiations with environmentalists, to propose revisions to its effluent limitation guidelines
(ELGs) by April 2013, with a fmal rule in late 2014. Limits could be so stringent that plants may consider extensive new or modified wastewater
treatment facilities and possibly zero liquid discharge operations, the cost of which could be significant. Impacts should be better understood after( “e proposed rule is issued.

316(b) Cooling Water Intake Structures Rule
In April 2011, the EPA published a draft regulation under Section 316(b) of the Clean Water Act, which regulates cooling water intakes for power
plants. The draft rule has two provisions: one requires installation of Best Technology Available (BTA) to reduce mortality of aquatic organisms
that are pulled into the plants cooling water system (entrainment), and the second imposes standards for reduction of mortality of aquatic
organisms trapped on water intake screens (impingement). A final rule is expected in June 2013. The proposed regulation would apply to nearly
all PPL Energy Supply-owned steam electric plants in Pennsylvania and Montana, potentially even including those equipped with closed-cycle
cooling systems. PPL Energy Supply’s compliance costs could be significant, especially if the fmal rule requires closed-cycle systems at plants
that do not currently have them or conversions of once-through systems to closed-cycle.

GHG Regulations
In 2013, the EPA is expected to finalize limits on GHG emissions from new power plants and to begin working on a proposal for such emissions
from existing power plants. The EPA’s proposal on GHG emissions from new power plants would effectively preclude construction on any coal-
fired plants and could even be difficult for new gas-fired plants to meet. With respect to existing power plants, the impact could be very
significant, depending on the structure and stringency of the fmal rule. PPL Energy Supply, along with others in the industry, filed comments on
the EPA’s proposal related to GHG emissions from new plants. With respect to GHG limits for existing plants, PPL Energy Supply will advocate
for reasonable, flexible requirements.
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MATS
The EPA fmalized MATS requiring fossil-fuel fired plants to reduce emissions of mercury and other hazardous air pollutants by April 16,
2015. The rule is being challenged by industry groups and states. The EPA has subsequently proposed changes to the nile with respect to new
sources to address the concern that the rule effectively precludes new coal plants. PPL Energy Supply is generally well-positioned to comply with

TS due to its recent investment in, and installation of, environmental controls such as wet flue gas desuffirization systems. PPL Energy
supply is evaluating chemical additive systems for mercury control at Brunner Island, and modifications to existing controls at Colstrip for
improved particulate matter reductions. In September 2012, PPL Energy Supply announced its intention to place its Corette plant in long-term
reserve status beginning in April 2015 due to expected market conditions and costs to comply with MATS.

CSAPR and CAW
In 2011, the EPA fmalized its CSAPR regulating emissions of nitrous oxide and sulfur dioxide through new allowance trading programs which
were to be implemented in two phases (2012 and 2014). Like its predecessor, the CAW, CSAPR targeted sources in the eastern United States. In
December 2011, the Court of Appeals for the D.C. Circuit (the Court) stayed implementation of CSAPR, leaving CAIR in place. Subsequently, in
August 2012, the Court vacated and remanded CSAPR back to the EPA for further rulemaking, again leaving CAW in place, pending further EPA
action. PPL Energy Supply plants in Pennsylvania will continue to comply with CAW through optimization of existing controls, balanced with
emission allowance purchases. The Court’s August decision leaves plants in CSAPR-affected states potentially exposed to more stringent
emission reductions due to regional haze implementation (it was previously determined that CSAPR or CAIR participation satisfies regional haze
requirements), an&or petitions to the EPA by downwind states under Section 126 of the Clean Air Act requesting the EPA to require plants that
allegedly contribute to downwind non-attaimnent to take action to reduce emissions.

Regional Haze - Montana
The EPA signed its fmal Federal Implementation Plan (FW) of the Regional Haze Rules for Montana in September 2012, with tighter emissions
limits for Colstrip Units 1 & 2 based on the installation of new controls (no limits or additional controls were specified for Colstrip Units 3 & 4),
and tighter emission limits for Corette (which are not based on additional controls). The cost of the potential additional controls for Colstrip Units
1 & 2, if required, could be significant. PPL Energy Supply expects to meet the tighter permit limits at Corette without any significant changes to
operations, although other requirements have led to the planned suspension of operations at Corette beginning in April 2015 (see “MATS”
discussion above).

See “Item 1. Business - Environmental Matters” and Note 15 to the Financial Statements for additional information on environmental matters.

Competition

See “Item 1. Business - Segment Information - Supply Segment - Competition” and “Item IA. Risk Factors” for a discussion of competitive
‘wtors affecting PPL Energy Supply.

New Accounting Guidance

See Notes 1 and 24 to the Financial Statements for a discussion of new accounting guidance adopted and pending adoption.

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 fmancial condition or results of operations, and require estimates or
other judgments of matters inherently uncertain. Changes in the estimates or other judgments included within these accounting policies could
result in a significant change to the information presented in the Financial Statements (these accounting policies are also discussed in Note I to the
Financial Statements). Senior management has reviewed these critical accounting policies, the following disclosures regarding their application
and the estimates and assumptions regarding them, with PPL’s Audit Committee.

Price Risk Management

See “Price Risk Management” in Note 1 to the Financial Statements, as well as “Risk Management - Energy Marketing & Trading and Other”
above.
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Defined Benefits

PPL Energy Supply subsidiaries sponsor and participate in various qualified funded and non-qualified unfunded defined benefit pension plans. A
PPL Energy Supply subsidiary also sponsors an unfunded other postretirement benefit plan. PPL Energy Supply records the liability and net

riodic defmed benefit costs of its plans and the allocated portion of those plans sponsored by PPL Services based on participation in those
,Ians. PPL Energy Supply subsidiaries record an asset or liability to recognize the funded status of all defmed benefit plans with an offsetting
entry to OCI. Consequently, the funded status of all defined benefit plans is fully recognized on the Balance Sheets. See Note 13 to the financial
Statements for additional information about the plans and the accounting for defined benefits.

PPL Services and PPL Energy Supply make certain assumptions regarding the valuation of benefit obligations and the performance of plan
assets. When accounting for defined benefits, delayed recognition in earnings of differences between actual results and expected or estimated
results is a guiding principle. Annual net periodic defined benefit costs are recorded in current earnings based on estimated results. Any
differences between actual and estimated results are recorded in OCI. These amounts in AOCI are amortized to income over future periods. The
delayed recognition allows for a smoothed recognition of costs over the working lives of the employees who benefit under the plans. The primary
assumptions are:

• Discount Rate - The discount rate is used in calculating the present value of benefits, which is based on projections of benefit payments to be
made in the future. The objective in selecting the discount rate is to measure the single amount that, if invested at the measurement date in a
portfolio of high-quality debt instruments, would provide the necessary future cash flows to pay the accumulated benefits when due.

• Expected Return on Plan Assets - Management projects the long-term rates of return on plan assets based on historical performance, future
expectations and periodic portfolio rebalancing among the diversified asset classes. These projected returns reduce the net benefit costs PPL
records currently.

• Rate of Compensation Increase - Management projects employees annual pay increases, which are used to project employees’ pension
benefits at retirement.

• Health Care Cost Trend Rate - Management projects the expected increases in the cost of health care.

In selecting a discount rate for their U.S. defined benefit plans, PPL Services and PPL Energy Supply start with a cash flow analysis of the
expected benefit payment stream for their plans. The plan-specific cash flows are matched against the coupons and expected maturity values of
individually selected bonds. This bond matching process begins with the full universe of Aa-rated non-callable (or callable with make-whole
provisions) bonds, serving as the base from which those with the lowest and highest yields were eliminated to develop an appropriate subset of‘ pnds. Individual bonds were then selected based on the timing of each plan’s cash flows and parameters were established as to the percentage of
.ach individual bond issue that could be hypothetically purchased and the surplus reinvestment rates to be assumed. At December 31, 2012, PPL
Services decreased the discount rate for its U.S. pension plans from 5.07% to 4.22% and PPL Energy Supply decreased the discount rate for its
pension plan from 5.12% to 4.25%. PPL Services decreased the discount rate for its other postretirement benefit plan from 4.8 1% to 4.02% and
PPL Energy Supply decreased the discount rate for its other postretirement benefit plan from 4.60% to 3.77%.

The expected long-term rates of return for PPL Services and PPL Energy Supply’s U.S. defmed benefit pension and other postretirement benefit
plans have been developed using a best-estimate of expected returns, volatilities and correlations for each asset class. PPL management
corroborates these rates with expected long-term rates of return calculated by its independent actuary, who uses a building block approach that
begins with a risk-free rate of return with factors being added such as inflation, duration, credit spreads and equity risk. Each plan’s specific asset
allocation is also considered in developing a reasonable return assumption. At December 31, 2012, PPL Services’ and PPL Energy Supply’s
expected return on plan assets remained at 7.00% for their U.S. pension plans and increased from 5.70% to 5.75% for PPL Services’ other
postretirement benefit plan.

In selecting a rate of compensation increase, PPL Energy Supply considers past experience in light of movements in inflation rates. At
December 31, 2012, PPL Services and PPL Energy Supply’s rate of compensation increase decreased from 4.00% to 3.95% for their U.S. plans.
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Tn selecting health care cost trend rates, PPL Services and PPL Energy Supply consider past performance and forecasts of health care costs. At
December 31, 2012, PPL Services’ and PPL Energy Supply’s health care cost trend rates were 8.00% for 2013, gradually declining to 5.50% for
2019.

variance in the assumptions listed above could have a significant impact on accrued defined benefit liabilities or assets, reported annual net
eriodic defined benefit costs and OCT. While the charts below reflect either an increase or decrease in each assumption, the inverse of this
change would impact the accrued defined benefit liabilities or assets, reported annual net periodic defined benefit costs and OCT by a similar
amount in the opposite direction. The sensitivities below reflect an evaluation of the change based solely on a change in that assumption and does
not include income tax effects.

At December 31, 2012, the defined benefit plans were recorded as follows.

Pension liabilities $ (295)
Other postretfrement benefit liabilities (77)

The following chart reflects the sensitivities in the December 31, 2012 Balance Sheet associated with a change in certain assumptions based on
PPL Services’ and PPL Energy Supply’s primary defined benefit plans.

Increase (1)ecrease)
Change in Impact on defined

Actuarial assumption assumption benefit liabilities Impact on OCI

Discount Rate (O.25)% $ 56 S (56)
Rate of Compensation Increase O.25% 9 (9)
Health Care Cost Trend Rate (a) 1.00% 1 (1)

(a) Only impacts other postretirement benefits.

Tn 2012, PPL Energy Supply was allocated and recognized net periodic defined benefit costs charged to operating expense of $44 million. This
amount represents a $10 million increase from 2011.

The following chart reflects the sensitivities in the 2012 Statement of Income (excluding income tax effects) associated with a change in certain
assumptions based on PPL’s and PPL Energy Supply’s primary defined benefit plans.

Actuarial assuniption Change in assumption Impact on defined benefit costs

4 Iscount Rate (0.25)% $ 4
•Expecled Return on Plan Assets (0.25)% 3

Rate of Compensation Increase 0.25% 2

Asset Impairment (Excluding Investments)

Impainnent analyses are performed for long-lived assets that are subject to depreciation or amortization whenever events or changes in
circumstances indicate that a long-lived asset’s carrying amount may not be recoverable. For these long-lived assets classified as held and used,
such events or changes in circumstances are:

• a significant decrease in the market price of an asset;
• a significant adverse change in the manner in which an asset is being used or in its physical condition;
• a significant adverse change in legal factors or in the business climate;
• an accumulation of costs significantly in excess of the amount originally expected for the acquisition or construction of an asset;
• a current period operating or cash flow loss combined with a history of losses or a forecast that demonstrates continuing losses; or
• a current expectation that, more likely than not, an asset will be sold or otherwise disposed of significantly before the end of its previously

estimated useful life.
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For a long-lived asset classified as held and used, an impairment is recognized when the carrying amount of the asset is not recoverable and
exceeds its fair value. The carrying amount is not recoverable if it exceeds the sum of the undiscounted cash flows expected to result from the use
and eventual disposition of the asset. If the asset is impaired, an impairment loss is recorded to adjust the asset’s carrying amount to its estimated
fair value. Management must make significant judgments to estimate future cash flows, including the useful lives of long-lived assets, the fair

(“ylue of the assets and management’s intent to use the assets. Alternate courses of action are considered to recover the canying amount of a long
ved asset, and estimated cash flows from the “most likely” alternative are used to assess impairment whenever one alternative is clearly the most
likely outcome. If no alternative is clearly the most likely, then a probability-weighted approach is used taking into consideration estimated cash
flows from the alternatives. For assets tested for impairment as of the balance sheet date, the estimates of future cash flows used in that test
consider the lilceliliood of possible outcomes that existed at the balance sheet date, including the assessment of the likelihood of a future sale of the
assets. That assessment is not revised based on events that occur afler the balance sheet date. Changes in assumptions and estimates could result
in significantly different results than those identified and recorded in the financial statements.

In September 2012, PPL Energy Supply announced its intention, beginning in April 2015, to place the Corefte coal-fired plant in Montana in long-
term reserve status, suspending the plant’s operation, due to expected market conditions and the costs to comply with MATS requirements. The
Corefte plant asset group’s carrying amount at December 31, 2012 was approximately $68 million. An impairment analysis was performed for
this asset group in the third and fourth quarters of 2012 and it was determined to not be impaired. It is reasonably possible that an impairment
could occur in future periods, as higher priced sales contracts settle, adversely impacting projected cash flows.

For a long-lived asset classified as held for sale, an impairment exists when the carrying amount of the asset (disposal group) exceeds its fair value
less cost to sell. If the asset (disposal group) is impaired, an impairment loss is recorded to adjust the carrying amount to its fair value less cost to
sell. A gain is recognized for any subsequent increase in fair value less cost to sell, but not in excess of the cumulative impairment previously
recognized.

For determining fair value, quoted market prices in active markets are the best evidence. However, when market prices are unavailable, the
Registrant considers all valuation techniques appropriate under the circumstances and for which market participant inputs can be
obtained. Generally discounted cash flows are used to estimate fair value, which incorporates market participant inputs when
available. Discounted cash flows are calculated by estimating future cash flow streams and applying appropriate discount rates to determine the
present value of the cash flow streams.

Goodwill is tested for impairment at the reporting unit level. PPL Energy Supply’s reporting unit has been determined to be at the operating
segment level. A goodwill impairment test is performed annually or more frequently if events or changes in circumstances indicate that the
carrying amount of the reporting unit may be greater than the unit’s fair value. Additionally, goodwill is tested for impairment afler a portion of
goodwill has been allocated to a business to be disposed of.

( )ginning in 2012, PPL Energy Supply may elect either to initially make a qualitative evaluation about the likelihood of an impairment of
goodwill or to bypass the qualitative evaluation and test goodwill for impairment using a two-step quantitative test. If the qualitative evaluation
(referred to as “step zero”) is elected and the assessment results in a determination that it is not more likely than not the fair value of the reporting
unit is less than the carrying amount, the two-step quantitative impairment test is not necessary. However, the quantitative impairment test is
required if PPL Energy Supply concludes it is more likely than not that the fair value of the reporting unit is less than the carrying amount based
on the step zero assessment.

When the two-step quantitative impairment test is elected or required as a result of the step zero assessment, in step one, PPL Energy Supply
identifies a potential impairment by comparing the estimated fair value of PPL Energy Supply (the goodwill reporting unit) with its carrying
amount, including goodwill, on the measurement date. If the estimated fair value exceeds its carrying amount, goodwill is not considered
impaired. If the carrying amount exceeds the estimated fair value, the second step is performed to measure the amount of impairment loss, if any.

The second step of the quantitative test requires a calculation of the implied fair value of goodwill, which is determined in the same manner as the
amount of goodwill in a business combination. That is, the estimated fair value is allocated to all of PPL Energy Supply’s assets and liabilities as
if PPL Energy Supply had been acquired in a business combination and the estimated fair value of PPL Energy Supply was the price paid. The
excess of the estimated fair value of PPL Energy Supply over the amounts assigned to its assets and Liabilities is the implied fair value of
goodwill. The implied fair value of PPL Energy Supply’s goodwill is then compared with the carrying amount of that goodwill. If the carrying
amount exceeds the implied fair value, an impairment loss is recognized in an amount equal to that excess. The loss recognized cannot exceed the
carrying amount of PPL Energy Supply’s goodwill.
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PPL Energy Supply elected to perform the two-step quantitative impairment test of goodwill in the fourth quarter of 2012 and no impainnent was
recognized. Management used both discounted cash flows and market multiples, which required significant assumptions, to estimate the fair
value of PPL Energy Supply. Applying an appropriate weighting to both the discounted cash flow and market multiple valuations, a decrease in

e forecasted cash flows of 10%, an increase in the discount rate by 25 basis points, or a 10% decrease in the multiples would not have resulted in
impairment of goodwill.

Loss Accruals

Losses are accrued for the estimated impacts of various conditions, situations or circumstances involving uncertain or contingent future
outcomes. For loss contingencies, the loss must be accrued if (1) information is available that indicates it is probable that a loss has been incurred,
given the lilcelthood of the uncertain future events, and (2) the amount of the loss can be reasonably estimated. Accounting guidance defmes
probable as cases in which “the future event or events are likely to occur. The accrual of contingencies that might result in gains is not recorded

unless recovery is assured. Potential loss contingencies for environmental remediation, litigation claims, regulatory penalties and other events are
continuously assessed.

The accounting aspects of estimated loss accruals include (1) the initial identification and recording of the loss, (2) the determination of triggering
events for reducing a recorded loss accrual, and (3) the ongoing assessment as to whether a recorded loss accrual is sufficient. All three of these
aspects require significant judgment by management. Internal expertise and outside experts (such as lawyers and engineers) are used, as
necessary, to help estimate the probability that a loss has been incurred and the amount (or range) of the loss.

No new significant loss accruals were recorded in 2012.

Certain other events have been identified that could give rise to a loss, but that do not meet the conditions for accrual. Such events are disclosed,
but not recorded, when it is “reasonably possible” that a loss has been incurred.

‘When an estimated loss is accrued, the triggering events for subsequently reducing the loss accrual are identified, where applicable. The
triggering events generally occur when the contingency has been resolved and the actual loss is paid or written off, or when the risk of loss has
diminished or been eliminated. The following are some of the triggering events that provide for the reduction of certain recorded loss accruals:

• Allowances for uncollectible accounts are reduced when accounts are written off after prescribed collection procedures have been exhausted,
a better estimate of the allowance is determined or underlying amounts are ultimately collected.

• Environmental and other litigation contingencies are reduced when the contingency is resolved and actual payments are made, a better
estimate of the loss is determined or the loss is no longer considered probable.

Loss accruals are reviewed on a regular basis to assure that the recorded potential loss exposures are appropriate. This involves ongoing
communication and analyses with internal and external legal counsel, engineers, operation management and other parties.

See Note 15 to the Financial Statements for disclosure of loss contingencies accrued and other potential loss contingencies that have not met the
criteria for accrual.

Asset Retirement Obligations

PPL Energy Supply is required to recognize a liability for legal obligations associated with the retirement of long-lived assets. The initial
obligation should be measured at its estimated fair value. A conditional ARO must be recognized when incurred if the fair value of the ARO can
be reasonably estimated. An equivalent amount should be recorded as an increase in the value of the capitalized asset and allocated to expense
over the useful life of the asset. Until the obligation is settled, the liability is increased, through the recognition of accretion expense in the
statement of income, for changes in the obligation due to the passage of time. See Note 21 to the financial Statements for further discussion of
AROs.
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In determining AROs, management must make significant judgments and estimates to calculate fair value. Fair value is developed using an
expected present value technique based on assumptions of market participants that considers estimated retirement costs in current period dollars
that are inflated to the anticipated retirement date and then discounted back to the date the ARO was incurred. Changes in assumptions and

stimates included within the calculations of the fair value of AROs could result in significantly different results than those identified and
orded in the fmancial statements. Estimated ARO costs and settlement dates, which affect the carrying value of the ARO and the related

_apitalized asset, are reviewed periodically to ensure that any material changes are incorporated into the latest estimate of the ARO. Any change
to the capitalized asset, positive or negative, is amortized over the remaining life of the associated long-lived asset.

At December 31, 2012, AROs totaling $375 million were recorded on the Balance Sheet, of which $10 million is included in “Other current
liabilities.” Of the total amount, $316 million, or 84%, relates to the nuclear decommissioning ARO. The most significant assumptions
surrounding AROs are the forecasted retirement costs, the discount rates and the inflation rates. A variance in any of these inputs could have a
significant impact on the ARO liabilities.

The following table reflects the sensitivities related to the nuclear decommissioning ARO liability associated with a change in these assumptions
as of December 31, 2012. There is no significant change to the annual depreciation expense of the ARO asset or the annual accretion expense of
the ARO liability as a result of changing the assumptions. The sensitivities below reflect an evaluation of the change based solely on a change in
that assumption.

Change in Impact on
Assumption ARO Liability

Retirement Cost 10% $ 32
Discount Rate (0.25)% 28
Inflation Rate 0.25% 32

Income Taxes

Significant management judgment is required in developing the provision for income taxes, primarily due to the uncertainty related to tax
positions taken or expected to be taken in tax returns and the determination of deferred tax assets, liabilities and valuation allowances.

Significant management judgment is required to determine the amount of benefit recognized related to an uncertain tax position. Tax positions are
evaluated following a two-step process. The first step requires an entity to determine whether, based on the technical merits supporting a
particular tax position, it is more likely than not (greater than a 50% chance) that the tax position will be sustained. This determination assumes
that the relevant taxing authority will examine the tax position and is aware of all the relevant facts surrounding the tax position. The second step

4 quires an entity to recognize in the financial statements the benefit of a tax position that meets the more-likely-than-not recognition
uiterion. The benefit recognized is measured at the largest amount of benefit that has a likelihood of realization, upon settlement, that exceeds

50%. Management considers a number of factors in assessing the benefit to be recognized, including negotiation of a settlement.

On a quarterly basis, uncertain tax positions are reassessed by considering information known at the reporting date. Based on management’s
assessment of new information, a tax benefit may subsequently be recognized for a previously unrecognized tax position, a previously recognized
tax position may be derecognized, or the benefit of a previously recognized tax position may be remeasured. The amounts ultimately paid upon
resolution of issues raised by taxing authorities may differ materially from the amounts accrued and may materially impact the financial
statements in the future.

At December 31, 2012, it was reasonably possible that during the next 12 months the total amount of unrecognized tax benefits could increase by
as much as $1 million or decrease by up to $30 million. This change could result from subsequent recognition, derecognition and/or changes in
the measurement of uncertain tax positions related to the timing and utilization of tax credits and the related impact on alternative minimum tax,
the timing and/or valuation of certain deductions, intercompany transactions and unitary filing groups. The events that could cause these changes
are direct settlements with taxing authorities, litigation, legal or administrative guidance by relevant taxing authorities and the lapse of an
applicable statute of limitation.
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The balance sheet classification of unrecognized tax benefits and the need for valuation allowances to reduce deferred tax assets also require
significant management judgment. Unrecognized tax benefits are classified as current to the extent management expects to settle an uncertain tax
position by payment or receipt of cash within one yeas of the reporting date. Valuation allowances are initially recorded and reevaluated each
eporting period by assessing the likelihood of the ultimate realization of a deferred tax asset. Management considers a number of factors in

sessing the realization of a deferred tax asset, including the reversal of temporary differences, future taxable income and ongoing prudent and
easible tax planning strategies. Any tax planning strategy utilized in this assessment must meet the recognition and measurement criteria utilized
to account for an uncertain tax position. Management also considers the uncertainty posed by political risk and the effect of this uncertainty on
the various factors that management takes into account in evaluating the need for valuation allowances. The amount of deferred tax assets
ultimately realized may differ materially from the estimates utilized in the computation of valuation allowances and may materially impact the
fmancial statements in the future. See Note 5 to the Financial Statements for income tax disclosures.

Other Information

PPL’s Audit Committee has approved the independent auditor to provide audit, audit-related and tax services permitted by Sarbanes-Oxley and
SEC rules. The audit and audit-related services include services in connection with statutory and regulatory filings, reviews of offering documents
and registration statements, and internal control reviews. See “Item 14. Principal Accounting fees and Services” for more information.
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PPL ELECERIC UTILITIES CORPORATION AND SUBSIDIARIES

Item 7. Management’s Discussion and Analysis of financial Condition and Results of Operations

The information provided in this Item 7 should be read in conjunction with PPL Electric’s Consolidated Financial Statements and the
accompanying Notes. Capitalized terms and abbreviations are defined in the glossary. Dollars are in millions unless otherwise noted.

“Management’s Discussion and Analysis of Financial Condition and Results of Operations” includes the following information:

• “Overview” provides a description of PPL Electric and its business strategy, a summary of Net Income Available to PPL and a discussion
of certain events related to PPL Electric’s results of operations and financial condition.

• “Results of Operations” provides a summary of PPL Electric’s earnings and a description of key factors expected to impact future
earnings. This section ends with explanations of significant changes in principal items on PPL Electric’s Statements of Income,
comparing 2012 with 2011 and 2011 with 2010.

• “Financial Condition - Liquidity and Capital Resources” provides an analysis of PPL Electric’s liquidity position and credit profile. This
section also includes a discussion of forecasted sources and uses of cash and rating agency actions.

. “financial Condition - Risk Management” provides an explanation of PPL Electric’s risk management programs relating to market and
credit risk.

• “Application of Critical Accounting Policies” provides an overview of the accounting policies that are particularly important to the
results of operations and financial condition of PPL Electric and that require its management to make significant estimates, assumptions
and other judgments of matters inherently uncertain.

Overview

Introduction

PPL Electric is an electricity transmission and distribution service provider in eastern and central Pennsylvania with headquarters in Allentown,
4 ,ennsylvania. PPL Electric is subject to regulation as a public utility by the PUC, and certain of its transmission activities are subject to the

irisdiction of FERC under the Federal Power Act. PPL Electric delivers electricity in its Pennsylvania service area and provides electricity
supply to retail customers in that territory as a PLR under the Customer Choice Act.

Business Strategy

PPL Electric’s strategy and principal challenge is to own and operate its electricity delivery business at the most efficient cost while maintaining
high quality customer service and reliability. PPL Electric anticipates that it will have significant capital expenditure requirements for at least the
next five years. In order to manage financing costs and access to credit markets, a key objective for PPL Electric’s business is to maintain a strong
credit profile and strong liquidity position.

Timely recovery of costs to maintain and enhance the reliability of PPL Electric’s delivery system including the replacement of aging distribution
assets is required in order to maintain strong cash flows and a strong credit profile. Traditionally, such cost recovery would be pursued through
periodic base rate case proceedings with the PUC. As such costs continue to increase, more frequent rate case proceedings may be required or an
alternative rate-making process would need to be implemented in order to achieve more timely recovery. See “Regulatory Matters - Pennsylvania
Activities - Legislation - Regulatory Procedures and Mechanisms” in Note 6 to the Financial Statements for information on Pennsylvania’s new
alternative rate-making mechanism.

Transmission costs are recovered through a FERC Formula Rate mechanism which is updated annually for costs incurred and assets placed in
service. Accordingly, increased costs including for the replacement of aging transmission assets and the PJM-approved Regional Transmission
Line Expansion Plan are recovered on a timely basis.
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Financial and Operational Developments

Net Income Available to PPL

Income Available to PPL for 2012, 2011 and 2010 was $132 million, $173 million and $115 million. Earnings in 2012 decreased 24% from
_01 1 and earnings in 2011 increased 50% over 2010.

See “Results of Operations” below for further discussion and analysis of PPL Electric’s earnings.

Redemption of Preference Stock

In June 2012. PPL Electric redeemed all 2.5 million shares of its 6.25% Series Preference Stock, par value $100 per share. The price paid for the
redemption was the par value, without premium ($250 million in the aggregate). At December 31, 2011, the preference stock was reflected on
PPL Electric’s Balance Sheet in “Preferred securities.”

Storm Costs

During 2012, PPL Electric experienced several PUC-reportable storms, including Hurricane Sandy, resulting in total restoration costs of $81
million, of which $61 million were initially recorded in “Other operation and maintenance” on the Statement of Income. In particular, in late
October 2012, PPL Electric experienced widespread significant damage to its distribution network from Hurricane Sandy resulting in total
restoration costs of $66 million, of which $50 million were initially recorded in “Other operation and maintenance” on the Statement of
Income. Although PPL Electric had storm insurance coverage, the costs incurred from Hurricane Sandy exceeded the policy limits. Probable
insurance recoveries recorded during 2012 were $18.25 million, of which $14 million were included in “Other operation and maintenance” on the
Statements of Income. PPL Electric recorded a regulatoiy asset of $28 million in December 2012 (offset to “Other operation and maintenance” on
the Statement of Income). In February 2013, PPL Electric received an order from the PUC granting permission to defer qualifying storm costs in
excess of insurance recoveries associated with Hurricane Sandy.

See “Regulatory Matters - Pennsylvania Activities - Storm Costs” in Note 6 to the Financial Statements for information on $84 million of storm
costs incurred in 2011.

Rate Case Proceeding

In March 2012, PPL Electric filed a request with the PUC to increase distribution rates by approximately $105 million, effective January 1,

L ‘013. In its December 28, 2012 fmal order, the PUC approved a 10.4% return on equity and a total distribution revenue increase of about $71
iil1ion. The approved rates became effective January 1, 2013.

Also, in its December 28, 2012 fmal order, the PUC directed PPL Electric to file a proposed Storm Damage Expense Rider within 90 days
following the order. PPL Electric plans to file a proposed Storm Damage Expense Rider with the PUC and, as part of that filing, request recovery
of the $28 million of qualifying storm costs incurred as a result of the October 2012 landfall of Hurricane Sandy.

Regional Transmission Line Expansion Plan

$usquehanna-Roseland

In 2007, PJM directed the construction of a new 150-mile, 500-kilovolt transmission line between the Susquehanna substation in Pennsylvania
and the Roseland substation in New Jersey that it identified as essential to long-term reliability of the Mid-Atlantic electricity grid. PJM
determined that the line was needed to prevent potential overloads that could occur on several existing transmission lines in the interconnected
PJM system. PJM directed PPL Electric to construct the portion of the Susquehanna-Roseland line in Pennsylvania and Public Service Electric &
Gas Company to construct the portion of the line in New Jersey.

On October 1, 2012, the National Park Service (NPS) issued its Record of Decision (ROD) on the proposed Susqueharnia-Roseland transmission
line affirming the route chosen by PPL Electric and Public Service Electric & Gas Company as the preferred alternative under the NPS’s National
Enviromnental Policy Act review. On October 15, 2012, a complaint was filed in the United States District Court for the District of Columbia by
various environmental groups, including the Sierra Club, challenging the ROD and seeking to prohibit its implementation; and on December 6,
2012, the groups filed a petition for injunctive relief seeking to prohibit all construction activities until the court issues a fmal decjsion on the
complaint. PPL Electric has intervened in the lawsuit. The chosen route had previously been approved by the PUC and New Jersey Board of
Public Utilities.
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On December 13, 2012, PPL Electric received federal construction and right of way permits to build on National Park Service lands.

Construction activities have begun on portions of the 101-mile route in Pennsylvania. The line is expected to be in service before the peak
ummer demand period of 2015. At December 31, 2012, PPL Electric’s estimated share of the project cost was $560 million.

PL and PPL Electric cannot predict the ultimate outcome or timing of any legal challenges to the project or what additional actions, if any, NM
might take in the event of a finther delay to its scheduled in-service date for the new line.

Northeast/Pocono

In October 2012, the FERC issued an order in response to PPL Electric’s December 2011 request for ratemaking incentives for the
NortheasUPocono Reliability project (a new 58-mile 230 kV transmission line, three new substations and upgrades to adjacent facilities). The
incentives were specifically tailored to address the risks and challenges PPL Electric will face in building the project. The FERC granted the
incentive for inclusion of all prudently incurred construction work in progress (CWP) costs in rate base and denied the request for a 100 basis
point adder to the return on equity incentive. The order required a follow-up compliance filing from PPL Electric to ensure proper accounting
treatment of AFUDC and CWW for the project, which PPL Electric will submit to the FERC in March 2013. PPL Electric expects the project to
be completed in 2017. At December 31, 2012, PPL Electric estimates the total project costs to be approximately $200 million with approximately
$190 million qualifying for the CWW incentive.

Legislation - Regulatory Procedures and Mechanisms

Act 11 authorizes the PUC to approve two specific ratemaking mechanisms - the use of a fully projected future test year in base rate proceedings
and, subject to certain conditions, the use of a DSIC. Such alternative ratemaking procedures and mechanisms provide opportunity for accelerated
cost-recovery and, therefore, are important to PPL Electric as it begins a period of significant capital investment to maintain and enhance the
reliability of its delivery system, including the replacement of aging distribution assets. In August 2012, the PUC issued a fmal implementation
order adopting procedures, guidelines and a model tariff for the implementation of Act 11. Act 11 requires utilities to file an LTIW as a
prerequisite to filing for recovery through the DISC. The LTIIP is mandated to be a five- to ten-year plan describing projects eligible for inclusion
in the DISC. In September 2012, PPL Electric filed its LTIW describing projects eligible for inclusion in the DSIC. The PUC approved the LTIW
on January 10, 2013 and PPL Electric filed a petition requesting pennission to establish a DSIC on January 15, 2013, with rates proposed to be
effective beginning May 1, 2013.

FERC Formula Rates

4 March 2012, PPL Electric filed a request with the FERC seeking recovery of its regulatory asset related to the deferred state tax liability that
,xisted at the time of the transition from the flow-through treatment of state income taxes to full normalization. This change in tax treatment

occurred in 2008 as a result of prior FERC initiatives that transferred regulatory jurisdiction of certain transmission assets from the PUC to
FERC. At December 31, 2012 and December 31, 2011, $52 million and $53 million respectively, are classified as taxes recoverable through
future rates and are included on the Balance Sheets in “Other Noncurrent Assets - Regulatory assets.” In May 2012, the FERC issued an order
approving PPL Electric’s request recover the deferred tax regulatory asset over a 34 year period beginning June 1, 2012.

Results of Operations

The following discussion provides a summary of PPL Electric’s earnings and a description of factors that are expected to impact future
earnings. This section ends with “Statement of Income Analysis,” which includes explanations of significant year-to-year changes in
Pennsylvania Gross Delivery Margins by component and principal line items on PPL Electric’s Statements of Income.

The utility business is influenced by seasonality in the weather. As a result, operating revenues (and associated operating expenses) are not
generated evenly throughout the year. Revenue is generally higher during the first and third quarters of a year due to higher demand as a result of
winter and swmncr periods. On the other hand, revenue tends to be lower during the second and fourth quarters due to lower demand as a result
of milder weather.
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Earnings

Net Income Available to PPL was:

2012 2011 2010

ietIncomeAvailab1etoPPL $ 132 $ 173 $ 115

The changes in the components of Net hicome Available to PPL between these periods were due to the following factors which reflect
reclassifications for items included in gross delivery margins.

2012 vs. 2011 2011 vs. 2010

Pennsylvania Gross Delively Margins $ 19 $ 66
Other operation and maintenance (50) 4
Depreciation (14) (10)
Taxes, other than income (9)
Other 1 1
Income Taxes (11)
Distributions on Preferred Securities 12 4

Total $ (41) S 58

• See “Statement of Income Analysis - Margins - Changes in Non-GAAP financial Measures” for an explanation of Pennsylvania Gross
Delivery Margins.

• Higher other operation and maintenance for 2012 compared with 2011, primarily due to $17 million in higher payroll-related costs due to less
project costs being capitalized in 2012, higher support group costs of $11 million and $10 million for increased vegetation management.

• Higher depreciation for 2012 compared with 2011 and 2011 compared with 2010 primarily due to PP&E additions.

• Higher taxes, other than income for 2012 primarily due to a $10 million tax provision related to gross receipts tax.

• Income taxes were flat in 2012 compared with 2011 primarily due to the $22 million impact of lower 2012 pre-tax income primarily offset by
$9 mil lion of depreciation not normalized and $9 million of income tax return adjustments, largely related to changes in flow-through
regulated tax depreciation.

Income taxes were higher in 2011 compared with 2010, due to the $26 million impact of higher 2011 pre-tax income, partially offset by a $14
million tax benefit related to changes in flow-through regulated tax depreciation.

• Lower distributions on preferred securities in 2012 compared to 2011 due to the preference stock redemption in June 2012.

2013 Outlook

PPL Electric projects higher earnings in 2013 compared with 2012, due to higher distribution revenues from a distribution base rate increase
effective January 1, 2013, and higher transmission margins, partially offset by higher depreciation.

Earnings in future periods are subject to various risks and uncertainties. See “Forward-Looking Information,” “Item 1. Business,” “Item IA. Risk
Factors,” the rest of this Item 7 and Notes 6 and 15 to the financial Statements for a discussion of the risks, uncertainties and factors that may
impact future earnings.
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Statement of Income Analysis —

Pennsylvania Gross Delivery Margins

y,n-GAAP Financial Measure

The following discussion includes fmancial information prepared in accordance with GAAP, as well as a non-GAAP fmancial measure,
“Pennsylvania Gross Delivery Margins.” “Pennsylvania Gross Delivery Margins” is a single fmancial performance measure of PPL Electric’s
Pennsylvania regulated electric delivery operations, which includes transmission and distribution activities. In calculating this measure, utility
revenues and expenses associated with approved recovery mechanisms, including energy provided as a PLR, are offset with minimal impact on
earnings. Costs associated with these mechanisms are recorded in “Energy purchases,” “Energy purchases from affiliate,” “Other operation and
maintenance,” which is primarily Act 129 costs, and “Taxes, other than income” which is prhnarily gross receipts tax. As a result, this measure
represents the net revenues from PPL Electric’s Pennsylvania regulated electric delivery operations. This measure is not intended to replace
“Operating Income,” winch 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. PPL Electric believes that “Pennsylvania Gross Delivery Margins”
provides another criterion to make investment decisions. This performance measure is used, in conjunction with other information, internally by
senior management to manage PPL Electric’s operations and analyze actual results to budget.

Reconciliation of Non-GAAP Financial Measures

The following tables reconcile “Operating Income” to “Pennsylvania Gross Delivery Margins” as defmed by PPL Electric for the period ended
December 3 1.

2012 2011
PA Gross PA Gross
Delivery Operating Delivery Operating
Margins Other (a) Income (b) Margins Other (a) Income (b)

Operating Revenues
Retail electric S 1,760 $ 1,760 S 1,881 $ 1,881
Electric revenue from affiliate 3 3 II II

Total Operating Revenues 1,763

__________________

1,763 1,892

________________

1,892

Operating Expenses
Energy purchases 550 550 738 731

C NEnergy purchasea from affiliate 78 78 26 26
1Other operation and

maintenance 104 S 472 576 108 $ 422 530
Depreciation 160 160 146 146
Taxes, other than income 91 14 105 99 5 104

Total Operating Expenses 823 646 1,469 971 573 1,544

Total $ 940 $ (646) $ 294 S 921 $ (573) $ 348

2010
PA Gross
Delivery Operating
Margins Other (a) Income (b)

Operating Revenues
Retail electric $ 2,448 $ 2,448
Electric revenue from affiliate 7

Total Operating Revenues 2,455 2,455

Operating Expenses
Energy purchases 1,075 1,075
Energy purchases from affiliate 320 320
Other operation and

maintenance 76 $ 426 502
Amortization of recoverable
Depreciation 136 136
Taxes, other than income 129 9 138

Total OperatingExpenses 1,600 571 2,171

Total $ 855 $ (571) $ 284

(a) Represents ainosmts excluded from Margins.
(b) As reported on the Statements of income.
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Changes in Non-GAAP Financial Measures

The following table shows PPL Electric’s non-GAAP fmancial measure, “Pennsylvania Gross Delivery Margins” for the periods ended December
1, as well as the change between periods. The factors that gave rise to the change are described below the table.

2012 2011 Change 2011 2010 Change

PA Gross Delivery Margins by Component
Distribution $ 730 $ 741 $ (11) $ 741 $ 679 $ 62
Transmission 210 180 30 180 176 4

Total $ $ 921 $ 19 $ 921 $ 855 $ 66

Distribution

Margins decreased in 2012 compared with 2011, primarily due to a $14 million unfavorable effect of mild weather early in 2012 and lower
revenue applicable to certain energy-related costs of $3 million due to fewer PLR customers in 2012, partially offset by a $7 million charge
recorded in 2011 to reduce a portion of the transmission service charge regulatory asset associated with a 2005 undercollection that was not
included in any subsequent rate reconciliations filed with the PUC.

Margins increased in 2011 compared with 2010, largely due to the PPL Electric distribution rate case which increased rates by approximately
1.6% effective January 1, 2011, resulting in improved residential distribution margins of $68 million. Additionally, residential volume variances
increased margins by an additional $4 million in 2011, compared with 2010, offset by unfavorable weather of $3 million for residential customers
in 2011 compared with 2010. Lastly, lower demand charges and increased efficiency as a result of Act 129 programs resulted in a $5 million
decrease in margins for commercial and industrial customers.

Transmission

Margins increased in 2012 compared with 2011, primarily due to increased investment in plant and the recovery of additional costs through the
FERC formula-based rates.

Other Operation and 11aintenance

The increase (decrease) in other operation and maintenance was due to:

2012 vs. 2011 2011 vs. 2010

Act 129 costs incurred (a) S (6) $ 26
Vegetation management (b) 10 (8)
Payroll-related costs (c) 17 4
Allocation of certain corporate support group costs II 3
PUC-reportable storm costs, net of insurance recovery 7
Uncollectible accounts 1 7
Other 6 (4)

Total $ 46 $ 2$

(a) Relates to costs associated with PPL Electric’s PUC-approved energy efficiency and conservation plan. These costs are recovered in customer rates. There were initially 15 Act
129 programs which began in 2010 and continued to ramp up in 2011. Some of the energy efficiency programs were redticed or closed in 2012 resulting in lower operation and
maintenance expense.

(b) PPL Electric incurred tnore expense in 2010 and 2012 compared to 2011 due to increased vegetation management activities related to transmission lines to cotnply with federal
reliability requirements as well as increased vegetation tnanagernent for the distribution systetn in 2012 in an effort to maintain and increase system reliability.

(c) Higher payroll costs of $17 million in 2012 cotnpared to 2011 due to less project costs being capitalized.

Taxes, Other Titan Income

Taxes, other than income increased by $1 million in 2012 compared with 2011. The increase was primarily a result of the net effect of the fully
amortized PURTA refund to customers of $10 million in 2011, partially offset by a decrease in gross receipts tax of $7 million in 2012.
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Taxes, other than income decreased by $34 million in 2011 compared with 2010. This decrease was primarily due to $21 million of lower
Pennsylvania gross receipts tax expense on lower retail electricity revenue as customers continue to select altemative suppliers in 2011. The
decrease was also impacted by the amortization of a PURTA refimd of $10 million in 2011. Pennsylvania gross receipts tax and the PURTA
efund are included in “Pennsylvania Gross Delivery Margins.”

epreciation

Depreciation increased by $14 million in 2012 compared with 2011 and by $10 million in 2011 compared with 2010, primarily due to PP&E
additions as part of ongoing investments to replace aging infrastructure.

Financing Costs

The increase (decrease) in fmancing costs, which includes “Interest Expense”, “Interest Expense with Affiliate” and “Distributions on Preferred
Securities,” was due to:

2012 vs. 2011 2011 vs. 2010

Long-term debt interest expense S 1 $ (3)
Distributions on preferred securities (s) (12) (4)
Amortization of debt issuance costs (b) 1 5
Other (1) (3)
Total $ (11) $ (5)

(s) Decresses for both periods sre due to the redemption of preference stock in 2012 and preferred stock in 2010.
(b) use increase in 2011 compared witis 2010 was primarily due to amortization of toss on reacquired debt associated with the redemption of senior secured bonds in 2011.

Income Taxes

The increase (decrease) in income taxes was due to:

2012 vs. 2011 2011 vs. 2010

Higher (lower) pre-tax book income S (22) $ 26
Federal and state tax reserve adjustments (a) 1 3
Federal and state tax return adjustments (b) 11 (3)

Cepreciasion
not normalized (c) 9 (14)

)her 1 (1)
-Total $ $ 11

(a) in July 2010. the U.S. Tax Court tided in PPL Electric’s favor in a rispute with the IRS, concluding that street lighting assets are depreciable for tax purposes over seven
years. Ass resuh, PPL Electric recorded a $7 million tax benefit to federal and state income tax reserves and related deferred income taxes during 2010.

(b) PPL Electric changed its method of sccottnting for repair expenditures for tax purposes effective for its 2008 tax year. in August, 2011, the ms issued guidance regarding the
use and evaluation of statistical samples and sampling estimates for network assets. The tRS guidance provided a safe harbor method of detennining whether she repair
expenditures for electric transmission and distribution property can be csrently deducted for tax purposes. PPL Electric adopted the safe harbor method with the filing of its
2011 federal incotne tax return and recorded a $5 million adjustment to federal and state income tax expense resulting from the reversal of prior years’ state income tax benefits
related to regulated depreciation.

During 2011, PPL Electric recorded a $5 million federal and state income tax benefit ass result of filing its 2010 federal and state incotne tax retvtms. The tax benefit pritnarily
related to the flow-through impact of Pennsylvania regulated 100% bonus tax depreciation.

(c) During 2011, Use Pennsylvania Departsnent of Revenue issued interpretive guidance on the treatment of bonus depreciation for Pennsylvania income tax pin-poses. The gstidance
allows 100% bonus depreciation for qualifying assets in the same year bonus depreciation is allowed for federal income tax pin-poses. The 100% Pennsylvania bonus
depreciation deduction created a current state incotne tax benefit for the flow-through impact of Pennsylvania regulated state tax depreciation. The federal provision for 100%
bonus depreciation generally applies to property placed in service before January 1,2012. The placed in-venice deadline is extended to January 1,2013 for property that has a
cost in excess of $1 million, bat a production period longer that one year and hats tax life of at least ten years. The PPL Electric’s tax deduction for 100% bonus depreciation
was significantly lower in 2012 than in 2011.

See Note 5 to the Financial Statements for additional information on income taxes.
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Financial Condition

Liquidity and Capital Resources

Electric continues to focus on maintaining a strong credit profile and liquidity position. PPL Electric expects to continue to have adequate
rquidity available through operating cash flows, cash and cash equivalents, credit facilities and commercial paper issuances. Additionally, subject

to market conditions. PPL Electric currently plans to issue long-term debt in 2013.

PPL Electric’s cash flows from operations and access to cost-effective bank and capital markets are subject to risks and uncertainties including, but
not limited to:

• unusual or extreme weather that may damage PPL Electric’s transmission and distribution facilities or affect energy sales to customers;
• the ability to recover and the timeliness and adequacy of recoveiy of costs associated with regulated utility businesses;
• any adverse outcome of legal proceedings and investigations with respect to PPL Electric’s current and past business activities;
• deterioration in the fmancial markets that could make obtaining new sources of bank and capital markets funding more difficult and more

costly; and
• a downgrade in PPL Electric’s credit ratings that could adversely affect its ability to access capital and increase the cost of credit facilities and

any new debt.

See “Item 1A. Risk Factors” for further discussion of risks and uncertainties that could affect PPL Electric’s cash flows.

At December 31, PPL Electric had the following:

2012 2011 2010

Cash and cash equivalents $ 140 $ 320 $ 204

The changes in PPL Electric’s cash and cash eqtiivalents position resulted from:

2012 2011 2010

Net cash provided by (used in) operating activities $ 389 $ 420 $ 212
Net cash provided by (used in) investing activities (613) (477) (403)

Net cash provided by (used in) financing activities 44 173 (90)

‘ “yt Increase (Decrease) in Cash and Casts Equivalents $ (180) $ 116 $ (281)

Operating Activities

Net cash provided by operating activities decreased by 7%, or $31 million, in 2012 compared with 2011, primarily due to changes in working
capital of $82 million partially offset by a decrease in defmed benefit plan contributions of $54 million. Changes in working capital included
$108 million from regulatory assets and liabilities, net and $56 million from prepayments, partially offset by $95 million from accounts payable.

Net cash provided by operating activities increased by 98%, or $208 million, in 2011 compared with 2010, primarily due to changes in working
capital of $322 million (including lower gross receipts tax payments, a federal income tax refund and changes in over/under collections of the
generation supply and transmission service charges). These changes were partially offset by an increase in defmed benefit plan contributions of
$58 million and $25 million related to storm costs incurred in 2011 and recorded as a long-term regulatory asset.

Investing Activities

The primary use of cash in investing activities is capital expenditures. See “forecasted Uses of Cash” for detail regarding projected capital
expenditures for the years 2013 through 2017.

Net cash used in investing activities was $613 million in 2012 compared with $477 million in 2011. The change from 2011 to 2012 primarily
reflects an increase of $143 million in capital expenditures in 2012.

Net cash used in investing activities was $477 million in 2011 compared with $403 million in 2010. The change from 2010 to 2011 primarily
reflects an increase of $80 million in capital expenditures in 2011.
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Financing Activities

Net cash provided by fmancing activities was $44 million in 2012 compared with $173 million in 2011. The change from 2011 to 2012 primarily
reflects the $250 million preference stock redemption in 2012, offset by a $62 million increase in net debt issuances and a $50 million increase in

(“ntributions from PPL.

Net cash provided by fmancing activities was $173 million in 2011 compared with net cash used in fmancing activities of $90 million in
2010. The change from 2010 to 2011 primarily reflects $187 million of net debt issuances in 2011 and $54 million of preferred stock redemptions
in 2010.

PPL Electric’s debt and equity financing activity in 2012 was:

Issuance Retirements

Preference Stock $ (250)
First Mortgage nonds, net of a discount or underwriting fees $ 249

________________

Total $ 249 $ (250)

Net decrease $ (1)

See Note 7 to the Financial Statements for more detailed information regarding PPL Electric’s fmancing activities in 2012.

Forecasted Sources of Cash

PPL Electric expects to continue to have sufficient sources of liquidity available in the near term, including cash flows from operations, credit
facilities, commercial paper issuances and the issuance of long-term debt.

Credit Facilities

At December 31, 2012. PPL Electric’s total committed borrowing capacity under its credit facilities and the use of this borrowing capacity were:

Letters of
Credit Issued

and
Committed Commercial Unused
Capacity Borrowed Paper Backstop Capacity

9ndicated Credit Facility (a) S 300 S 1 S 299
Asset-backed Credit Facility (b) 100

_____________________

fl/s 100

Total PPL Electric Credit Facilities 400 S I S 399

(a) PPL Electric’s Syndicated Credit Facility contains a fmancial covenant requiring PPL Electric’s debt to total capitalization not to exceed 70%, as calculated in accordance with
the credit facility, and other customary covenants.

The connnitments under this credit facility are provided by a diverse bank group, witls no one bank and its affiliates providing an aggregate coimnitsnent of snore than 5% of tbe
total coimnitted capacity.

(b) PPL Electric obtains fmancing by selling and contributing its eligible accounts receivable and tmbilled 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 $100 snillion from a commercial paper conduit sponsored by a fmancial institution. At
December 31, 2012, based on accounts receivable and embilled revenue pledged, the amount available for borrowing under tlsis facility was $100 million.

In addition to the financial covenants noted above, the credit agreements governing the credit facilities contain fmancial and various other
covenants. Failure to comply with the covenants afler applicable grace periods could result in acceleration of repayment of borrowings andlor
termination of the agreements. PPL Electric monitors compliance with the covenants on a regular basis. At December 31, 2012, PPL Electric was
in compliance with these covenants. At this time, PPL Electric believes that these covenants and other borrowing conditions will not limit access
to these fimding sources.

See Note 7 to the Financial Statements for further discussion of PPL Electric’s credit facilities.

Commercial Paper

PPL Electric maintains a $300 million commercial paper program to provide an additional fmancing source to fund its short-term liquidity needs,
if and when necessary. Connnercial paper issuances are currently supported by PPL Electric’s Syndicated Credit Facility. PPL Electric had no
commercial paper outstanding at December 31, 2012.
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Contributionsfrom PPL

From time to time PPL may make capital contributions to PPL Electric. PPL Electric may use these contributions for general corporate purposes.

png-term Debt Securities

PPL Electric currently plans to incur, subject to market conditions, up to $400 million of long-term indebtedness in 2013, the proceeds of which
will be used to fund capital expenditures and for other general corporate purposes.

The Economic Stimulus Package

In April 2010, PPL Electric entered into an agreement with the DOE, in which the agency is to provide funding for one-half of a $38 million smart
grid project. The project included the deployment of smart grid technology to strengthen reliability, save energy and improve electric service for
60,000 Harrisburg, Pennsylvania area customers. It also provides benefits beyond the Harrisburg region, helping to speed power restoration
across PPL Electric’s 29-county service territory. Work on the grant project is complete as of December 31, 2012.

Forecasted Uses of Cash

In addition to expenditures required for normal operating activities, such as purchased power, payroll, and taxes, PPL Electric currently expects to
incur future cash outflows for capital expenditures, various contractual obligations, payment of dividends on its common stock and possibly the
purchase or redemption of a portion of its debt securities.

Capital Expenditures

The table below shows PPL Electric’s current capital expenditure projections for the years 2013 through 2017.

Projected
2013 2014 2015 2016 2017

Construction expenditures (a) (b)
Distribution facilities $ 352 $ 321 S 309 S 294 $ 297
Transmission facilities 616 532 399 357 313
Total Capital Expenditures $ 96$ $ 853 $ 70$ $ 651 $ 610

Construction expenditures include AFUDC, which is expected to total approximately $54 million for the years 2013 through 2017.
incltides expenditures for intangible assets.

PPL Electric’s capital expenditure projections for the years 2013 through 2017 total approximately $3.8 billion. Capital expenditure plans are
revised periodically to reflect changes in operational, market and regulatory conditions. The table includes projected costs for the asset
optimization program focused on the replacement of aging transmission and distribution assets, and the PJM-approved regional transmission line
expansion project. See Note 8 to the financial Statements for additional information.

PPL Electric plans to fund its capital expenditures in 2013 with cash from operations, equity contributions from PPL, and proceeds from the
issuance of debt securities.

Contractual Obligations

PPL Electric has assumed various fmancial obligations and commitments in the ordinary course of conducting its business. At December 31,
2012, the estimated contractual cash obligations of PPL Electric were:

Total 2013 2014-2015 2016-2017 After 2017

Long-termDebt(a) $ 1,974 $ 110 S 1,864
Interest on Long-tenn Debt (b) 1.711 $ 91 181 $ 171 1,268
Purchase Obligations (c) 357 111 103 53 90
Other Long-tenn Liabilities

Reflected on the Balance
Sheet

tinder GAAP (d) (e) 88 88

______________________ ______________________ ______________________

Total Contractual Cash Obligations $ 4,130 $ 290 $ 394 $ 224 $ 3,222

(a) Reflects principal maturities only based on stated maturity dates. PPL Electric does not have any capital or operating lease obligations.
(b) Assumes interest payments through stated maturity.
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(c) The amounts include agreements to purchase goods or services that are enforceable and legally binding and specify all significant tenns, including: fixed or minimum quantities
to be purchased; fixed, minimum or variable price provisions; and the approximate tuning of the transaction. Primarily includes PPL Electhc’s purchase obligations of
electricity. Open purchase orders that are provided on demand with no firm commitment are excluded from the amounts presented.
The amounts represent contributions made or committed to be made for 2013 for PPLs U.S. pension plans. See Note 1310 the Financial Statements for a discussion of expected
contributions.
At December 31. 2012, total unrecognized tax benefits of $26 million were excluded from this table as PPL Electric cannot reasonably estimate the amount and period of future
payments. See Note 5 to the Financial Statements for additional information.

Dividends

From time to time, as determined by its Board of Directors, PPL Electric pays dividends on its common stock to its parent, PPL.

Purchase or Redemption ofDebt Securities

PPL Electric will continue to evaluate its outstanding debt securities and may decide to purchase or redeem these securities depending upon
prevailing market conditions and available cash.

Rating Agency Actions

Moody’s, S&P and Fitch periodically review the credit ratings on the debt 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 reconmiendation 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. PPL
Electric’s credit ratings affect its liquidity, access to capital markets and cost of borrowing under its credit facilities.

The following table sets forth PPL Electric’s security credit ratings as of December 31, 2012.

Senior Secured Commercial Paper

Issuer Moody’s S&P Fitch Moody’s S&P Fitch

PPL Electric A3 A- A- P-2 A-2 F-2

(III
downgrade in PPL Electric’s credit ratings could result in higher borrowing costs and reduced access to capital markets. PPL Electric does not

have credit rating triggers that would result in the reduction of access to capital markets or the acceleration of maturity dates of outstanding debt.

In addition to the credit ratings noted above, the rating agencies took the following actions related to PPL Electric in 2012.

In August 2012, Fitch assigned a rating and outlook to PPL Electric’s $250 million First Mortgage Bonds.

In August 2012, S&P and Moody’s assigned a rating to PPL Electric’s $250 million First Mortgage Bonds.

In December 2012, Fitch affirmed the issuer default rating, individual security rating and the outlook for PPL Electric.

Off-Balance Sheet Arrangements

PPL Electric has entered into certain agreements that may contingently require payment to a guaranteed or indemnified party. See Note 15 to the
Financial Statements for a discussion of these agreements.
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Risk Management

Market Risk

(“mmodiry Price and Volumetric Risk - PLR Contracts

PPL Electric is exposed to market price and volumetric risks from its obligation as PLR. The PUC has approved a cost recoveiy mechanism that
allows PPL Electric to pass through to customers the cost associated with fliffilling 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 energy supply contracts for the majority of its PLR obligations. These supply contracts transfer the volumetric risk associated
with the PLR obligation to the energy suppliers.

Interest Rate Risk

PPL Electric issues debt to fmance its operations, which exposes it to interest rate risk. At December 31, 2012 and 2011, PPL Electric had no
potential annual exposure to increased interest expense, based on its current debt portfolio. PPL Electric is also exposed to changes in the fair
value of its debt portfolio. PPL Electric estimated that a 10% decrease in interest rates at December 31, 2012 would increase the fair value of its
debt portfolio by $93 million, compared with $94 million at December 31, 2011.

Credit Risk

Credit risk is the risk that PPL Electric would incur a loss as a result of nonperformance by counterparties of their contractual obligations. PPL
Electric requires that counterparties maintain specified credit ratings and requires other assurances in the form of credit support or collateral in
certain circumstances in order to limit counteiparty credit risk. However, PPL Electric has concentrations of suppliers, fmancial institutions and
customers. These concentrations may impact PPL Electric’s overall exposure to credit risk, positively or negatively, as counterparties may be
similarly affected by changes in economic, regulatory or other conditions.

In 2009, the PUC approved PPL Electric’s PLR procurement plan for the period January 2011 through May 2013. To date, PPL Electric has
conducted all of its planned competitive solicitations.

Under the standard Supply Master Agreement (the Agreement) for the competitive solicitation process, PPL Electric requires all suppliers to post
collateral if their credit exposure exceeds an established credit limit. In the event a supplier defaults on its obligation, PPL Electric would be
required to seek replacement power in the market. All incremental costs incurred by PPL Electric would be recoverable from customers in future#‘tes. At December 31, 2012, most of the successful bidders under all of the solicitations had an investment grade credit rating from S&P, and
)ere not required to post collateral under the Agreement. A small portion of bidders were required to post collateral, which totaled less than $1

“million, under the Agreement. There is no instance under the Agreement in which PPL Electric is required to post collateral to its suppliers.

See Notes 15, 16, 18 and 19 to the Financial Statements for additional imfomiation on the competitive solicitations, the Agreement, credit
concentration and credit risk.

Related Party Transactions

PPL Electric is not aware of any material ownership interests or operating responsibility by senior management of PPL Electric in outside
partnerships, including leasing transactions with variable interest entities, or other entities doing business with PPL Electric. See Note 16 to the
Financial Statements for additional information on related party transactions.

Environmental Matters

Physical effects associated with climate change could include the impact of changes in weather patterns, such as storm frequency and intensity,
and the resultant potential damage to PPL Electric’s electricity transmission and distribution systems, as well as impacts on customers. PPL
Electric cannot currently predict whether its businesses will experience these potential climate change-related risks or estimate the potential cost
of their related consequences.

See “Item 1. Business - Environmental Matters” and Note 15 to the Financial Statements for a discussion of environmental matters.
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Competition

See Item 1. Business - Segment Information - Pennsylvania Regulated Segment - Competition’ for a discussion of competitive factors affecting
PL Electric.

New Accounting Guidance

See Notes 1 and 24 to the financial Statements for a discussion of new accounting guidance adopted and pending adoption.

Application of Critical Accounfin 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 fmancial condition or results of operations, and require estimates or
other judgments of matters inherently uncertain. Changes in the estimates or other judgments included within these accounting policies could
result in a significant change to the information presented in the Financial Statements (these accounting policies are also discussed in Note 1 to the
Financial Statements). Senior management has reviewed these critical accounting policies, the following disclosures regarding theft application
and the estimates and assumptions regarding them, with PPL’s Audit Conunittee.

Defined Benefits

PPL Electric participates in a qualified funded defmed benefit pension plan, an unfunded non-qualified defmed benefit plan and a funded other
postretirement benefit plan, sponsored by other PPL subsidiaries and administered through PPL Services. PPL Electric is allocated a significant
portion of the liability and net periodic defmed benefit pension and other postretirement costs of the plans sponsored by other PPL subsidiaries
based on participation in those plans. PPL Electric records an asset or liability to recognize the funded status of all defmed benefit plans with an
offsetting entry to regulatory assets. Consequently, the funded status of all defmed benefit plans is fully recognized on the Balance Sheets. See
Note 13 to the Financial Statements for additional information about the plans and the accounting for defmed benefits.

PPL Services makes certain assumptions regarding the valuation of benefit obligations and the performance of plan assets. When accounting for
defmed benefits, delayed recognition in earnings of differences between actual results and expected or estimated results is a guiding
principle. Aimual net periodic defmed benefit costs are recorded in current earnings based on estimated results. Any differences between actual
and estimated results are recorded in regulatory assets for amounts that are expected to be recovered through regulated customer rates. The
amount in regulatory assets is amortized to income over future periods. The delayed recognition allows for a smoothed recognition of costs over
the working lives of the employees who benefit under the plans. The primary assumptions are:

Discount Rate - The discount rate is used in calculating the present value of benefits, which is based on projections of benefit payanents to be
made in the future. The objective in selecting the discount rate is to measure the single amount that, if invested at the measurement date in a
portfolio of high-quality debt instruments, would provide the necessary future cash flows to pay the accumulated benefits when due.

• Expected Return on Plan Assets - Management projects the long-term rates of return on plan assets based on historical performance, future
expectations and periodic portfolio rebalancing among the diversified asset classes. These projected returns reduce the net benefit costs PPL
records currently.

• Rate of Compensation Increase - Management projects employees’ armual pay increases, which are used to project employees’ pension
benefits at retirement.

• Health Care Cost Trend Rate - Management projects the expected increases in the cost of health care.

In selecting a discount rate for its U.S. defined benefit plans, PPL Services starts with a cash flow analysis of the expected benefit payment stream
for its plans. The plan-specific cash flows are matched against the coupons and expected maturity values of individually selected bonds. This
bond matching process begins with the full universe of Aa-rated non-callable (or callable with make-whole provisions) bonds, serving as the base
from which those with the lowest and highest yields were eliminated to develop an appropriate subset of bonds. Individual bonds were then
selected based on the timing of each plan’s cash flows and parameters were established as to the percentage of each individual bond issue that
could he hypothetically purchased and the surplus reinvestment rates to be assuned. At December 31, 2012, PPL Services decreased the discount
rate for its U.S. pension plans from 5.07% to 4.22% and decreased the discount rate for its other postretirement benefit plans from 4.81% to
4.02%.
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The expected long-term rates of return for PPL Services U.S. defmed benefit pension and other postretirement benefit plans have been developed
using a best-estimate of expected returns, volatilities and correlations for each asset class. PPL management corroborates these rates with
expected long-term rates of return calculated by its independent actuary, who uses a building block approach that begins with a risk-free rate of
return with factors being added such as inflation, duration, credit spreads and equity risk. Each plan’s specific asset allocation is also considered in

t’eloping a reasonable return assumption. At December 31, 2012, PPL Services’ expected return on plan assets remained at 7.00% for its U.S.
- ension plan and increased from 5.70% to 5.75% for its other postretirement benefit plan.

In selecting a rate of compensation increase, PPL Services considers past experience in light of movements in inflation rates. At December 31,
2012, PPL Services’ rate of compensation increase decreased from 4.00% to 3.95% for its U.S. plans.

In selecting health care cost trend rates for PPL Services’ other postretirement benefit plans, PPL Services considers past performance and
forecasts of health care costs. At December 31, 2012, PPL Services’ health care cost trend rates were 8.00% for 2013, gradually declining to
5.50% for 2019.

A variance in the assumptions listed above could have a significant impact on the accrued defined benefit liabilities or assets, reported annual net
periodic defined benefit costs and the regulatory assets allocated to PPL Electric. While the charts below reflect either an increase or decrease in
each assumption, the inverse of this change would impact the accrued defmed benefit liabilities or assets, reported annual net periodic defmed
benefit costs and regulatory assets by a similar amount in the opposite direction. The sensitivities below reflect an evaluation of the change based
solely on a change in that assumption and does not include income tax effects.

At December 31, 2012, the defmed benefit plans were recorded as follows.

Pension liabilities $ (237)
Other postretfrement benefit liabilities (61)

The following chart reflects the sensitivities in the December 31, 2012 Balance Sheet associated with a change in certain assumptions based on
PPL Services’ primary defined benefit plans.

Increase (Decrease)
Change in Impact on defined Impact on

Actuarial assumption assumption benefit Iiabitities regulatory assets

Discount Rate (0.25)% $ 46 $ (46)
Rate of Compensation Increase 0.25% 7 (7)
Health Care Cost Trend Rate (a) 1.00% 1 (1)

2 Only impacts other postretirement benefits.

In 2012, PPL Electric was allocated net periodic defmed benefit costs charged to operating expense of $22 million. This amount represents a $4
million increase compared with the charge recognized during 2011.

The following chart reflects the sensitivities in the 2012 Statement of Income (excluding income tax effects) associated with a change in certain
assumptions based on PPL Services’ primary defined benefit plans.

Actuarial assumption Change in assumption Impact on defined benefit costa

Discount Rate (0.25)% $ 3
Expected Return on Plan Assets (0.25)% 3
Rate of Compensation Increase 0.25% 1

Loss Accruals

Losses are accrued for the estimated impacts of various conditions, situations or circumstances involving uncertain or contingent future
outcomes, for loss contingencies, the loss must be accrued if(l) information is available that indicates it is probable that a loss has been incurred,
given the likelihood of the uncertain future events, and (2) the amount of the loss can be reasonably estimated. Accounting guidance defmes
“probable” as cases in which “the future event or events are likely to occur.” The accrual of contingencies that might result in gains is not recorded
unless recovery is assured. Potential loss contingencies for environmental rernediation, litigation claims, regulatory penalties and other events are
continuously assessed.
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The accounting aspects of estimated loss accruals include (1) the initial identification and recording of the loss, (2) the determination of triggering
events for reducing a recorded loss accrual, and (3) the ongoing assessment as to whether a recorded loss accrual is sufficient. All three of these
aspects require significant judgment hy management. Internal expertise and outside experts (such as lawyers and engineers) are used, as
necessary, to help estimate the probability that a loss has been incurred and the amount (or range) of the loss.

4o new significant loss accruals were recorded in 2012.

Certain other events have been identified that could give rise to a loss, but that do not meet the conditions for accrual. Such events are disclosed,
but not recorded, when it is “reasonably possible” that a loss has been incurred.

When an estimated loss is accrued, the triggering events for subsequently reducing the loss accrual are identified, where applicable. The
triggering events generally occur when the contingency has been resolved and the actual loss is paid or written off, or when the risk of loss has
diminished or been eliminated. The following are some of the triggering events that provide for the reduction of certain recorded loss accruals:

• Allowances for uncollectible accounts are reduced when accounts are written off after prescribed collection procedures have been exhausted,
a better estimate of the allowance is determined or underlying amounts are ultimately collected.

• Envfroimwntal and other litigation contingencies are reduced when the contingency is resolved and actual payments are made, a better
estimate of the loss is determined or the loss is no longer considered probable.

Loss accruals are reviewed on a regular basis to assure that the recorded potential loss exposures are appropriate. This involves ongoing
communication and analyses with internal and external legal counsel, engineers, operation management and other parties.

See Note 15 to the Financial Statements for disclosure of loss contingencies accrued and other potential loss contingencies that have not met the
criteria for accrual.

Income Taxes

Significant management judgment is required in developing the provision for income taxes, primarily due to the uncertainty related to tax
positions taken or expected to be taken in tax retums and the determination of deferred tax assets, liabilities and valuation allowances.

Significant management judgment is required to determine the amount of benefit recognized related to an uncertain tax position. Tax positions are
evaluated following a two-step process. The first step requires an entity to determine whether, based on the technical merits supporting a(?rticular tax position, it is more likely than not (greater than a 50% chance) that the tax position will be sustained. This determination assumes
1iat the relevant taxing authority will examine the tax position and is aware of all the relevant facts surrounding the tax position. The second step

requires an entity to recognize in the financial statements the benefit of a tax position that meets the more-likely-than-not recognition
criterion. The benefit recognized is measured at the largest amount of benefit that has a likelihood of realization, upon settlement, that exceeds
50%. Management considers a number of factors in assessing the benefit to be recognized, including negotiation of a settlement.

On a quarterly basis, uncertain tax positions are reassessed by considering infornmtion known at the reporting date. Based on management’s
assessment of new information, a tax benefit may subsequently be recognized for a previously unrecognized tax position, a previously recognized
tax position may be derecognized, or the benefit of a previously recognized tax position may be remeasured. The amounts ultimately paid upon
resolution of issues raised by taxing authorities may differ materially from the amounts accrued and may materially impact the fmancial
statements in the future.

At December 31, 2012, it was reasonably possible that during the next 12 months the total amount of unrecognized tax benefits could increase by
as much as $11 million or decrease by up to $25 million. This change could result from the timing andlor valuation of certain deductions,
intercompany transactions and unitary filing groups. The events that could cause these changes are direct settlements with taxing authorities,
litigation, legal or administrative guidance by relevant taxing authorities and the lapse of an applicable statute of limitation.
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The balance sheet classification of unrecognized tax benefits and the need for valuation allowances to reduce deferred tax assets also require
significant management judgment. Unrecognized tax benefits are classified as current to the extent management expects to settle an uncertain tax
position by payment or receipt of cash within one year of the reporting date. Valuation allowances are initially recorded and reevaluated each
reporting period by assessing the likelihood of the ultimate realization of a deferred tax asset. Management considers a number of factors in

sessing the realization of a deferred tax asset, including the reversal of temporary differences, future taxable income and ongoing prudent and
...asible tax planning strategies. Any tax planning strategy utilized in this assessment must meet the recognition and measurement criteria utilized

to account for an uncertain tax position. See Note 5 to the Financial Statements for income tax disclosures.

Regulatory Assets and Liabilities

PPL Electric’s electricity delivery business is subject to cost-based rate regulation. As a result, the effects of regulatory actions are required to be
reflected in the fmancial statements. Assets and liabilities are recorded that result from the regulated ratemaking process that may not be recorded
under GAAP for non-regulated entities. Regulatory assets generally represent incurred costs that have been deferred because such costs are
probable of future recovery in regulated customer rates. Regulatory liabilities are recognized for amounts expected to be returned through future
regulated customer rates. In certain cases, regulatory liabilities are recorded based on an understanding or agreement with the regulator that rates
have been set to recover costs that are expected to be incurred in the future, and the regulated entity is accountable for any amounts charged
pursuant to such rates and not yet expended for the intended purpose.

Management continually assesses whether the regulatory assets are probable of future recovery by considering factors such as changes in the
applicable regulatory and political environments, the ability to recover costs through regulated rates, recent rate orders to other regulated entities,
and the status of any pending or potential deregulation legislation. Based on this continual assessment, management believes the existing
regulatory assets are probable of recovery. This assessment reflects the current political and regulatory climate at the state and federal levels, and
is subject to change in the future. if future recovery of costs ceases to be probable, then asset write-offs would be required to be recognized in
operating income. Additionally, the regulatory agencies can provide flexibility in the manner and timing of depreciation of PP&E and
amortization of regulatory assets.

At December 31, 2012, PPL Electric had regulatory assets of $$53 million and regulatory liabilities of $60 million. All regulatory assets are either
currently being recovered under specific rate orders, represent amounts that are expected to be recovered in future rates or benefit future periods
based upon established regulatory practices.

See Note 6 to the Financial Statements for additional information on regulatory assets and liabilities.

Revenue Recognition - Unbilled Revenue

venues related to the sale of energy are recorded when energy is delivered to customers. Because customers are billed on cycles which vary
based on the tuning of the actual meter reads taken throughout the month, PPL Electric records estimates for unbilled revenues at the end of each
reporting period. Such unbilled revenue amounts reflect estimates of the amount of energy delivered to customers since the date of the last
reading of their meters. The unbilled estimate is based on daily load models, the meter read schedule, and actual weather data. The unbilled
accrual is based on estimated usage for each customer class, and the current rate schedule pricing. At December 31, 2012 and 2011, PPL Electric
had unbilled revenue of $110 million and $102 million.

Other Information

PPL’s Audit Committee has approved the independent auditor to provide audit, audit-related and tax services pennifted by Sarbanes-Oxley and
SEC rules. The audit and audit-related services include services in connection with statutory and regulatory filings, reviews of offering documents
and registration statements, and internal control reviews. See “Item 14. Principal Accounting fees and Services for more information.
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LG&E AND KU ENERGY LLC AND SUBSIDIARIES

Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

e information provided in this Item 7 should be read in conjunction with LIKE’s Consolidated Financial Statements and the accompanying
Notes. Capitalized terms and abbreviations are defmed in the glossary. Dollars are in millions, unless otherwise noted.

“Management’s Discussion and Analysis of Financial Condition and Results of Operations” includes the following information:

• “Overview” provides a description of LKE and its business strategy, a summary of Net Income and a discussion of certain events related
to LKE’s results of operations and fmancial condition.

• Results of Operations” provides a summary of LKE’s earnings and a description of key factors expected to impact future earnings. This
section ends with explanations of significant changes in principal items on LKE’s Statements of Income, comparing 2012 with 2011 and
2011 with 2010.

• “Financial Condition - Liquidity and Capital Resources” provides an analysis of LKE’s liquidity position and credit profile. This section
also includes a discussion of forecasted sources and uses of cash and rating agency actions.

• “Financial Condition - Risk Management” provides an explanation of LKE’s risk management programs relating to market and credit
risk.

• “Application of Critical Accounting Policies” provides an overview of the accounting policies that are particularly important to the
results of operations and fmancial condition of LKE and that require its management to make significant estimates, assumptions and
other judgments of matters inherently uncertain.

Overview

Introduction

LKE, headquartered in Louisville, Kentucky, is a holding company. LIKE became a wholly owned subsidiary of PPL when PPL acquired all of
LKE’s interests from E.ON US Investments Corp. on November 1, 2010. LKE has regulated utility operations through its subsidiaries, LG&E and

CU,
which constitute substantially all of LIKE’s assets. LG&E and KU are engaged in the generation, transmission, distribution and sale of

Jectric energy. LG&E also engages in the distribution and sale of natural gas. LG&E and KU maintain their separate identities and serve
customers in Kentucky under their respective names. KU also serves customers in Virginia under the Old Dominion Power name and in
Teirnessee under the KU name. Refer to “Item 1. Business - Background” for a description of LKE’s business.

Business Strategy

LKE’s overall strategy is to provide reliable, safe, competitively priced energy to its customers and reasonable returns on regulated investments to
its member.

A key objective for LIKE is to maintain a strong credit profile through managing fmancing costs and access to credit markets. LIKE continually
focuses on maintaining an appropriate capital structure and liquidity position.

Successor and Predecessor Financial Presentation

LIKE’s Financial Statements and related financial and operating data include the periods before and after PPL’s acquisition of LIKE on November
1, 2010 and have been segregated to present pre-acquisition activity as the Predecessor and post-acquisition activity as the Successor. Certain
accounting and presentation methods were changed to acceptable alternatives to conform to PPL’s accounting policies, and the cost bases of
certain assets and liabilities were changed as of November 1,2010 as a result of the application of push-down accounting. Consequently, the
financial position, results of operations and cash flows for the Successor periods are not comparable to the Predecessor periods; however, the core
operations of LIKE have not changed as a result of the acquisition.
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Financial and Operational Developments

Net Income

Income for 2012, 2011 and 2010 was $219 million, $265 million and $237 million. Earnings in 2012 decreased 17% from 2011 and earnings
i201 1 increased 12% from 2010.

See “Results of Operations” for a discussion and analysis of LKE’s earnings.

Rate Case Proceedings

In June 2012, LG&E and KU filed requests with the KPSC for increases in annual base electric rates of approximately $62 million at LG&E and
approximately $82 million at KU and an increase in annual base gas rates of approximately $17 million at LG&E. In November 2012, LG&E and
KU along with all of the parties filed a unanimous settlement agreement. Among other things, the settlement provided for increases in annual
base electric rates of $34 million at LG&E and $51 million at KU and an increase in annual base gas rates of $15 million at LG&E. The
settlement agreement also included revised depreciation rates that result in reduced annual electric depreciation expense of approximately $9
million for LG&E and approximately $10 million for KU. The settlement agreement included an authorized return on equity at LG&E and KU of
10.25%. On December 20, 2012, the KPSC issued orders approving the provisions in the settlement agreement. The new rates became effective
on January 1, 2013. In addition to the increased base rates, the KPSC approved a gas line tracker mechanism for LG&E to provide for recovery of
costs associated with LG&E’s gas main replacement program, gas service lines and risers.

Equity Method Investment

KU owns 20% of the common stock of EEl. Through a power marketer affiliated with its majority owner, EEl sells its output to third parties.
KU’s investment in EEl is accounted for under the equity method of accounting. KU’s direct exposure to loss as a result of its involvement with
EEl is generally limited to the value of its investment. During the fourth quarter of 2012, KU concluded that an other-than-temporary decline in
the value of its investment in EEl had occurred. Accordingly, KU recorded a $15 million impairment charge, net of taxes, related to this
investment as of December 31, 2012, bringing the investment balance to zero. The impairment charge is shown in the line “Other-Than-
Temporary Impairments’ on the Statement of Income for the year ended December 31, 2012.

Registered Debt Exchange Offer by LKE

In June 2012, LKE completed an exchange of all its outstanding 4.375% Senior Notes due 2021 issued in September2011 in a transaction not
‘gistered under the Securities Act of 1933, for similar securities that were issued in a transaction registered under the Securities Act of 1933. See
,ote 7 to the Financial Statements for additional information.

Commercial Paper

In February 2012, LG&E and KU each established a commercial paper program for up to $250 million to provide an additional fmancing source
to fund their short-term liquidity needs, if and when necessary. Commercial paper issuances are supported by the issuer’s credit facility. At
December 31, 2012, $125 million of commercial paper was outstanding.

Terminated Bluegrass CTs Acquisition

In September 2011, LG&E and KU entered into an asset purchase agreement with Bluegrass Generation for the purchase of the Bluegrass CTs,
aggregating approximately 495 MW, plus limited associated contractual airangements required for operation of the units, for a purchase price of
$110 million, pending receipt of applicable regulatory approvals. In May 2012, the KPSC issued an order approving the request to purchase the
Bluegrass CTs. In November 2011, LG&E and KU filed an application with the FERC under the Federal Power Act requesting approval to
purchase the Bluegrass CTs. In May 2012, the FERC issued an order conditionally authorizing the acquisition of the Bluegrass CTs, subject to
approval by the FERC of satisfactory mitigation measures to address market-power concerns. After a review of potentially available mitigation
options, LG&E and KU detennined that the options were not commercially justifiable. In June 2012, LG&E and KU terminated the asset
purchase agreement for the Bluegrass CTs in accordance with its terms and made applicable filings with the KPSC and FERC.
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Cane Run Unit 7 Construction

In September 2011, LG&E and KU filed a CPCN with the KPSC requesting approval to build Cane Run Unit 7. hi May 2012, the KPSC issued
an order approving the request. A formal request for recovery of the costs associated with the construction was not included in the CPCN filing

the KPSC but is expected to be included in future rate case proceedings. LG&E and KU commenced preliminary construction activities in
ie third quarter of 2012 and project construction is expected to be completed by May 2015. The project, which includes building a natural gas

supply pipeline and related transmission projects, has an estimated cost of approximately $600 million.

hi conjunction with this construction and to meet new, more stringent EPA regulations with a 2015 compliance date, LG&E and KU anticipate
retiring five older coal-fired electric generating units at the Cane Run and Green River plants, which have a combined summer capacity rating of
726 MW. hi addition, KU retired the remaining 71 MW unit at the Tyrone plant in February 2013.

Future Capacity Needs

In addition to the construction of a combined cycle gas unit at the Cane Run station, LG&E and KU continue to assess future capacity needs. As a
part of the assessment, LG&E and KU issued an RFP in September 2012 for up to 700 MW of capacity beginning as early as 2015.

Results of Operations

As previously noted, LKE’s results for the periods afier October 31, 2010 are on a basis of accounting different from its results for periods prior to
November 1, 2010. See “Overview - Successor and Predecessor Financial Presentation’ for further information.

The utility business is affected by seasonal weather. As a result, operating revenues (and associated operating expenses) are not generated evenly
throughout the year. Revenue and earnings are generally higher during the first and third quarters and lower during the second and fourth quarters
due to weather.

The following table summarizes the significant components of net income for 2012, 2011 and 2010 and the changes therein:

Earnings

Successor Predecessor
Iwo Months Ten Months

Year Ended Year Ended Ended Ended
December 31, December 31, December 31, October 31,

2012 2011 2010 2010

Net Income $ 219 $ 265 $ 47 $ 190

The changes in the components of Net Income between these periods were due to the following factors, which reflect reclassifications for items
included in Margins and certain items that management considers special. See additional detail of these special items in the table below.

2012 vs. 2011 2011 vs. 2010

Margins $ (8) $ 92
Other operation and maintenance (16) (5)
Depreciation (10) (43)
Taxes, other than income (9) (14)
Other Income (Expense) - net (14) (13)
Interest Expense (4) 29
Income Taxes 31 (18)
Special items, after-tax (16)

________________

Total $ (46) $ 28

• See “Statement of Income Analysis - Margins - Changes in Non-GAAP financial Measures” for an explanation of Margins.

• Higher other operation and maintenance in 2012 compared with 2011 primarily due to $11 million of expenses related to an increased scope
of scheduled outages and a $6 million credit to establish a regulatory asset recorded when approved in 2011 related to 2009 storm costs.
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• Higher depreciation in 2012 compared with 2011 due to PP&E additions.

Higher depreciation in 2011 compared with 2010 primarily due to TC2 commencing dispatch in Januaiy 2011.. Higher taxes, other than income in 2011 compared with 2010 primarily due to a $9 million state coal tax credit that was applied to 2010
property taxes. The remaining increase was due to higher assessments, primarily from significant property additions.

• Lower other income (expense) - net in 2012 compared with 2011 primarily due to losses from the EEl investment.

Lower other income (expense) - net in 2011 compared with 2010 primarily due to $19 million of other income from the establishment of a
regulatory asset in 2010 for previously recorded losses on interest rate swaps.

• Lower interest expense in 2011 compared with 2010 due to lower interest rates and lower average long-term debt balances. Lower interest
rates contributed $17 million to the decrease in interest expense, as the interest rates on the first mortgage bonds were lower than the rates on
the loans from E.ON AG affiliates, which were replaced.

• Lower income taxes in 2012 compared with 2011 primarily due to lower pre-tax income.

Higher income taxes in 2011 compared with 2010 primarily due to higher pre-tax income.

The following after-tax gains (losses), which management considers special items, also impacted earnings.

Income Statement Successor Predecessor
Line Item 2012 2011 2010 2010

Net operating loss canyforward and other tax-related adjustments Income Taxes and Other O&M $ 4
Asset impairment, net of tax of $10 (a) Other-Than-Temporary Impairments (15)
Discontinued operations adjustment, net of tax of $4 (b) Discontinued Operations (5)
Energy-related economic activity, net of tax of $0, ($1), $1, $0 (c) Operating Revenues $ 1 $ (1)
BREC terminated lease, net of tax of $0, $1, ($2), $1 (d) Discontinued Operations

_________

(1) 2 $ (1)
Total $ (16) $ $ 1 $ (1)

(a) KU recorded an impainnent of its equity method investment in EEl. See Note 18 to the Financial Statements for additional infonnation.
(b) 2012 includes an adjustment to an indemnification liability.

C
Represents net unrealized gains (losses) on contracts that economically hedge anticipated cash flows.
Represents costs associated with a tenninated lease of WKE for tise generating facilities of BREC. See Note 9 to the Financial Statements for additional information.

2013 Outlook

Excluding special items. LKE projects higher earnings in 2013 compared with 2012, primarily driven by electric and gas base rate increases
effective January 1, 2013, returns on additional environmental capital investments and retail load growth, partially offset by higher operation and
maintenance.

Earnings in future periods are subject to various risks and uncertainties. See ‘forward-Looking Information,” “Item I Business, “Item IA. Risk
factors,” the rest of this Item 7 and Notes 6 and 15 to the Financial Statements for a discussion of the risks, uncertainties and factors that may
impact future earnings.

Statement of Income Analysis --

Margins

Non-GAAP financial Measure

The following discussion includes financial information prepared in accordance with GAAP, as well as a non-GAAP fmancial measure,
“Margins.” Margins 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. Margins is a
single fmancial performance measure of LKE’s electricity generation.
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transmission and distribution operations as well as its distribution and sale of natural gas. In calculating this measure, fuel and energy purchases
are deducted from revenues. In addition, utility revenues and expenses associated with approved cost recovery mechanisms are offset. These
mechanisms allow for recovery of certain expenses, returns on capital investments primarily associated with environmental regulations and
performance incentives. Certain costs associated with these mechanisms, primarily ECR and DSM, are recorded as ‘Other operation and(aintenance” and “Depreciation.” As a result, this measure represents the net revenues from LKE’s operations. This performance measure is

ed, in conjunction with other information, internally by senior management to manage operations and analyze actual results compared with
budget.

Reconciliation of Non-GAAP financial Measures

The following tables reconcile “Operating Income” to “Margins” as defmed by LKE for 2012, 2011 and 2010.

2012 Successor 2011 Successor
Operating Operating

Margins Other (a) Income (b) Margins Other (a) Income (b)

Operating Revenues $ 2,759 $ 2,759 $ 2,791 $ 2 $ 2,793
Operating Expenses

fuel 172 872 866 866
Energy purchases 195 195 238 238
Other operation and maintenance 101 $ 677 77$ 90 661 751
Depreciation 51 295 346 49 285 334
Taxet, other than income 46 46 37 37

Total Operating Expenses 1,219 1,018 2,237 1,243 983 2,226
Total $ 1,540 S (1,018) $ 522 $ 1,548 $ (981) $ 567

Successor Predecessor
Two Months Ended December 31, 2010 Ten Months Ended October 31, 2010

Operating Operating
Margins Other (a) Income (b) Margins Other (a) Income (b)

Operating Revenues $ 495 $ (1) S 494 $ 2,214 $ 2,214
Operating Expenses

fuel 138 138 723 723
Energy purchases 6$ 68 211 211
Other operation and maintenance 14 127 141 57 $ 529 586
Depreciation 7 42 49 35 200 235

‘Taxes, other than income 2 2 21 21
Total Operating Expenses 227 171 39$ 1,026 750 1,776

Total $ 268 $ (172) $ 96 $ 1,188 $ (750) $ 43$

(a) Represents amounts excluded from Margins.
(b) As reported on the Statements of Income.

Changes in Non-GAAP financial Measures

Margins decreased by $8 million for 2012 compared with 2011, primarily due to $6 million of lower wholesale margins resulting from lower
market prices. Retail margins were $2 million lower, as volumes were impacted by unseasonably mild weather during the first four months of
2012. Total heating degree days decreased 11% compared to 2011, partially offset by a 6% increase in cooling degree days.

Margins increased by $92 million for 2011 compared with 2010. New KPSC rates went into effect on August 1, 2010, contributing to an
additional $1 12 million in operating revenue over the prior year. Partially offsetting the rate increase were lower retail volumes resulting from
weather and economic conditions.
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Other Operation and Maintenance

The increase (decrease) in other operation and maintenance was due to:

2012 vs. 2011 2011 vs. 2010

,sosl plant maintenance (a) $ 19 $ 4
Distribution maintenance (b) 7 8
Administrative and general (c) (7) (1)
Steam operation (d) 2 10
Fuel for generation (e) 11
Other generation maintenance (4)
Other 6 (4)
Total $ 27 $ 24

(a) Coal plant maintenance costs incressed in 2012 compared with 2011 primarily due to $11 million of expenses related to an increased scope of scheduled outages, as well as $5
million of increased maintenance at Use Gbent plant on the scrubber system and primary fuel combustion system.

(b) Distribution maintenance costs increased in 2012 compared with 2011 primarily due so a $6 million credit to establish a regulatory asset recorded when approved in 2011 related
to 2009 storm costs.

Distribution maintenance costs increased in 2011 compared wills 2010 primarily due to $17 million of expenses related to amortization of storm restoration-related costs, a
hazardous tree removal project initiated in August 2010 and an increase in pipeline integrity work, This increase was offset by a $6 million credit to establish a regulatory asset
recorded when approved in 2011 related to 2009 storm costs.

(c) Adtninistrative and general costs decreased in 2012 compared with 2011 primarily due to a decrease in pension expense resulting from pension funding and lower interest cost.
(d) Steam operation costs increased in 2011 compared with 2010 primarily due to higher variable costs as a result of TC2 coimnencing dispatch in 2011.
(e) Fuel handling costs are included in oilier operation and maintenance on the Statements of Income for the Successor periods and are in fuel on the Statement of incosne for die

Predecessor period.

Depreciation

The increase (decrease) in depreciation was due to:

2012 vs. 2011 2011 vs. 2010

TC2 (dispatch began in January 2011) $ 32
E.W. nrom sulfur dioxide scntbber eqmnpsnent (placed in-service in June 2010) 8
Other addirions to PP&E $ 12 10

Total $ 12 $ 50

iaxes, Other Than Income

Taxes, other than income increased by $9 million in 2012 compared with 2011 due in part to a $4 million increase in property taxes resulting from
property additions, higher assessed values and changes in property classifications to categories with higher tax rates.

Taxes, other than income increased by $14 million in 2011 cotnpared with 2010 primarily due to a $9 million state coal tax credit that was applied
to 2010 propesty taxes. The remaining increase was due to higher assessments, primarily from significant property additions.

Other Income (Expense) - net

The increase (decrease) in other income (expense) - net was due to:

2012 vs. 2011 2011 vs. 2010

Earnings (losses) from the EEl investment $ (9) $ (2)
Depreciation expense on TC2 joint-use assets held for future use 3
Losses on interest rate swaps (a) (19)
Other (5) 5
Total $ (14) $ (13)

(a) A regulatory asset was established in 2010 for previously recorded losses on interest rate swaps.
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Other-Than-Temporary Impairments

Other-than-temporary impairments increased by $25 million in 2012 compared with 2011 due to the $25 million pre-tax impairment of the EEl
investment. See Notes 1 and 18 to the financial Statements for additional information.

terest Expense

The increase (decrease) in interest expense was due to:

2012 vs. 2011 2011 vs. 2010

Interest rates (a) $ (2) $ (17)
Long-term debt balances (b) 8 (15)
Other (2) 3

Total $ $ (29)

(a) Interest expense decreased in 2011 compared with 2010 primarily due to lower interest rates on senior notes and first mortgage bonds issued in November 2010 compared with
the rates on the loans from E.ON AG affiliates that were in place through October 2010.

(b) Interest expense increased in 2012 compared with 2011 due to the LKE $250 million senior notes that were issued in September 2011.

Interest expense decreased in 2011 compared with 2010 as Use long-term debt balances were lower for the majority of 2011. The debt balances increased in
September 2011 due to the issuance of the LKE $250 million senior notes.

Income Taxes

The increase (decrease) in income taxes was due to:

2012 vs. 2011 2011 vs. 2010

Change in pre-tax income $ (34) $ 19
Net operating loss carrvfonvard adjustments (a) (9)
Other

(4)

_________________

Total $ (47) $ 19

(a) Adjustments to deferred taxes related to net operating loss canyforwards based on income tax return adjustments.

(icome (Loss) from Discontinued Operations (net of income taxes)

Income (loss) from discontinued operations (net of income taxes) decreased by $5 million in 2012 compared with 2011 primarily related to an
adjustment to the estimated liability for indemnifications related to the termination of the WKE lease in 2009.

Financial Condition

Liquidity and Capital Resources

LIKE expects to continue to have adequate liquidity available through operating cash flows, cash and cash equivalents and its credit facilities,
including commercial paper issuances. Additionally, subject to market conditions, subsidiaries of LKE currently plan to access capital markets in
2013.

LIKE’s cash flows from operations and access to cost-effective bank and capital markets are subject to risks and uncertainties including, but not
limited to:

• changes in commodity prices that may increase the cost of producing or purchasing power or decrease the amount LKE receives from selling
power;

• operational and credit risks associated with selling and marketing products in the wholesale power markets;
• unusual or extreme weather that may damage LKE’s transmission and distribution facilities or affect energy sales to customers;
• reliance on transmission facilities that LIKE does not own or control to deliver its electricity and natural gas;
• unavailability of generating units (due to unscheduled or longer-than-anticipated generation outages, weather and natural disasters) and the

resulting loss of revenues and additional costs of replacement electricity;
• the ability to recover and the timeliness and adequacy of recovery of costs associated with regulated utility businesses;
• costs of compliance with existing and new environmental laws;
• any adverse outcome of legal proceedings and investigations with respect to LKEs current and past business activities:
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• deterioration in the fmancial markets that could make obtaining new sources of bank and capital markets funding more difficult and more
costly; and
a downgrade in LKE’s or its rated subsidiaries credit ratings that could adversely affect their ability to access capital and increase the cost of
credit facilities and any new debt.

See “Item 1A. Risk factors” for further discussion of risks and uncertainties affecting LKEs cash flows.

At December 31, LKE had the following:

2012 2011 2010

Cash and cash equivalents $ 43 $ 59 $ 11
Short-term

investments (a)

__________________ __________________

163
$ 43 $ 59 $ 174

Short-term debt (b) $ 125 $ 163

(a) Represents tax-exempt bonds issued by Louisville/Jefferson Cotmty, Kentucky, on behalf of LG&E that were purchased from the remaiketing agent in 200$. Such bonds were
retnarketed to smaffiliated investors in Januaiy 2011. See Note 710 the Financial Statements for additional information.

(b) Borrowings in 2012 were made under LG&Es and KIJs commercial paper programs and borrowings in 2010 were made under LG&E’s syndicated credit facility. See Note 7 10
the Financial Statements for additional infonnation.

The changes in IKE’s cash and cash equivalents position resulted from:

Successor Predecessor
Two Months Ten Months

Year Ended Year Ended Ended Ended
December 31, December 31, December 31, October 31,

2012 2011 2010 2010

Net cash provided by (used in) operating activities $ 747 $ 781 S 26 $ 48$
Net cash provided by (tised in) investing activities (756) (277) (211) (426)
Net cash provided by (used in) financing activities (7) (456) 167 (40)
Net Increase (Decrease) in Cash and Cash Equivalents $ (16) $ 4$ $ (18) $ 22

Activities

Net cash provided by operating activities decreased by 4%, or $34 million, in 2012 compared with 2011, primarily as a result of:

• Net income adjusted for non-cash items declined by $94 million, which included an $85 million reduction in deferred income taxes due
primarily to the utilization of a capital loss carry fortvard in 2011.

• Working capital cash flow changes declined by $66 million driven primarily by changes in receivables and unbilled revenues due to milder
December weather in 2011 than in 2012 and 2010 and more income tax receivables collected in 2011 than in 2012.

• These items were offset by $126 million increase in other operating cash flows driven by $100 million reduction in pension funding.

Net cash provided by operating activities increased by 52%, or $267 million, in 2011 compared with 2010, primarily as a result of:

• an increase in net income adjusted for non-cash effects of $178 million (deferred income taxes and investment tax credits of $101 million,
depreciation of $50 million, amortization of regulatory assets of $24 million and other noncash items of $3 million, partially offset by
umealized (gains) losses on derivatives of$14 million, defmed benefit plans - expense of $13 million and loss frotri discontinued operations -

net of tax of $1 million);
• an increase in cash inflows related to income tax receivable of $79 million primarily due to net operating losses of $40 million recorded in

2010 and the payment of $40 million received by LKE for tax benefits in 2011;
• a net decrease in cash provided from accounts receivable and unbilled revenues of $75 million due to colder weather in Decetnber 2010 as

compared with December 2009 and milder weather in December 2011 as compared with December 2010; and
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• a decrease in cash outflows of $28 million due to lower inventory levels in 2011 as compared with 2010 driven by $32 million for fuel
inventory purchased in 2010 for 1C2 that was not used until 2011 when TC2 began dispatch, $21 million due to lower coal bum as a result of
unplanned outages at LG&E’s Mill Creek plant and $6 million for decreases in gas storage volumes, partially offset by $22 million for KU’s
EW. Brown and Ghent plants due primarily to increases in coal prices and $7 million for increases in coal in-transit; partially offset by
an increase in discretionary defmed benefit plan contributions of $105 million made in order to achieve LIKE’s long-term funding
requirements.

Investing Activities

Net cash used in investing activities increased by 173%, or $479 million, in 2012 compared with 2011, primarily as a result of:

• an increase in capital expenditures of $291 million, primarily due to coal combustion residuals projects at Ghent and E.W. Brown,
environmental aft projects at Mill Creek and Ghent, and construction of Cane Run Unit 7 ; and

• a decrease in the proceeds from the sale of other investments of $163 million in 2011.

Net cash used in investing activities decreased by 57%. or $360 million, in 2011 compared with 2010, as a result of:

• proceeds from the sale of other investments of $163 million in 2011;
• a decrease in capital expenditures of $122 million, primarily due to the completion of KU’s scrubber program in 2010 and TC2 being

dispatched in 2011; and
• an increase from a change in notes receivable from affiliates of $107 million; partially offset by
• proceeds from sales of discontinued operations of $21 million in 2010; and
• a decrease in restricted cash of $11 million.

See “Forecasted Uses of Cash” for detail regarding capital expenditures for the years 2013 through 2017.

Financing Activities

Net cash used in fmancing activities was $7 million in 2012 compared with net cash used in financing activities of $456 million in 2011, primarily
as a result of decrease in distributions to PPL.

In 2012, cash used in financing activities consisted of:

distributions to PPL of $155 million; partially offset by
the issuance of $ 125 million of short-term debt in the form of commercial paper; and

• an increase in notes payable with affiliates of $25 million.

Net cash used in financing activities was $456 million in 201 1 compared with net cash provided by fmancing activities of $127 million in 2010,
primarily as a result of increased distributions to PPL and reduced contributions from PPL.

In 2011, cash used in financing activities consisted of:

• distributions to PPL of $533 million, which includes $248 million using the proceeds of the long-term debt issuance noted below;
• a repayment on a revolving line of credit of $163 million;
• the payment of debt issuance and credit facility costs of $8 million; and
• the repayment of debt of $2 million; partially offset by
• the issuance of senior notes of $250 million.

In the two months of 2010 following PPL’s acquisition of LKE, cash provided by financing activities of the Successor consisted of:

• the issuance of senior unsecured notes and first mortgage bonds of $2,890 million afier discounts;
• the issuance of debt of $2,784 million to a PPL affiliate to repay debt due to E.ON AG affiliates upon the closing of PPL’s acquisition of

LKE;
• an equity contribution from PPL of $1,565 million; and
• a draw on a revolving line of credit of $163 million; partially offset by
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• the repayment of debt to E.ON AG affiliates of $4,319 million upon the closing of PPL’s acquisition of LIKE;
• the repayment of debt to a PPL affiliate of $2,784 million upon the issuance of senior unsecured notes and first mortgage bonds;
• distributions to PPL of $100 million; and

the payment of debt issuance and credit facility costs of $32 million.

ill the ten months of 2010 preceding PPL’s acquisition of LKE, cash used in fmancing activities by the Predecessor consisted of:

• the repayment of debt to an E.ON AG affiliate of $900 million;
• distributions to E.ON US Investments Corp. of $87 million; and
• a net decrease in notes payable with affiliates of $3 million; partially offset by
• the issuance of debt of $950 million to an E.ON AG affiliate.

See “Forecasted Sources of Cash” for a discussion of LKE’s plans to issue debt securities, as well as a discussion of credit facility capacity
available to LIKE. Also see “Forecasted Uses of Cash” for a discussion of plans to pay dividends on common securities in the future, as well as
maturities of long-term debt.

LIKE’s long-term debt securities activity through December 31, 2012 was:

Debt
hsuances Retirement

Non-cash Exchanges (a)

LKE Senior Unsecured Notes $ 250 $ (250)

(a) lii June 2012, LKE completed an exchange of all of its outstanding 4.375% Senior Notea due 2021 issued in September 2011, in a transactiou not regiatered under die Securities
Act of 1933, for similar securities that were issued hi a transaction registered snider die Securities Act of 1933.

See Note 7 to the Financial Statements for additional information about long-term debt securities.

Auction Rate Securities

At December 31, 2012. LG&E’s and KU’s tax-exempt revenue bonds that are in the form of auction rate securities and total $231 million continue
to experience failed auctions. Therefore, the interest rate continues to be set by a fonnula pursuant to the relevant indentures. For the period
ended December 31, 2012, the weighted-average rate on LG&E’s and KU’s auction rate bonds in total was 0.22%.

irecasted Sources of Cash

LKE expects to continue to have sufficient sources of cash available in the near term, including various credit facilities, its commercial paper
programs, issuance of debt securities and operating cash flow.

Credit Facilities

At December 31, 2012, LKE’s total committed borrowing capacity under its credit facilities and the use of this borrowing capacity were:

Borrowed I
Committed Commercial Letters of Unused
Capacity Paper Issued Credit Issued Capacity

LKE Credit Facility with s subsidiary of PPL Energy Funding Corporation $ 300 $ 25 $ 275
LG&E Credit Facility (a) (d) 500 55 445
KU Credit Facilities (a) (b) (d) 598 70 $ 198 330

Total Credit Facihties (c) $ 1,398 $ 150 $ 198 $ 1,050

(a) In Noveuiber 2012, LG&E and KU amended their syndicated credit facilities to extend die expiration dates to November 2017. In addition, LG&E increased its credit facility’s
capacity to $500 million.

(b) hi August 2012, the KU letter of credit facility agreement was amended and restated to allow for censin payments snider die lener of credit fscihrv to be convened to loans radier
dian requiring immediate payment.
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(c) The $1098 billion of conunitments under LG&Es and KU’s domestic credit facilities are provided by a diverse bank grottp, with no one bank and its affiliates providing an
aggregate commitment of more than 11% of the total committed capacity; however, the PPL affiliate provided a commitment of approximately 21% of the total facilities listed
above. The syndicated credit facilities, as well as KU’S letter of credit facility, each contain a fmancial covenant requiring debt to total capitalization not to exceed 70% for
LG&E or KU, as calculated in accordance with the facility, and other customary covenants.
Each company pays customary fees under their respective syndicated credit facilities, as well as KU’s letter of credit facility, and borrowings generally bear interest at LIBOR
based rates plus an applicable margin.

See Note 7 to the Financial Statements for further discussion of LKE’s credit facilities.

Operating Leases

LICE and its subsidiaries also have available funding sources that are provided through operating leases. LKE’s subsidiaries lease office space, gas
storage and certain equipment. These leasing structures provide LKE additional operating and fmancing flexibility. The operating leases contain
covenants that are typical for these agreements, such as maintaining insurance, maintaining corporate existence and timely payment of rent and
other fees.

See Note 11 to the Financial Statements for further discussion of the operating leases.

(‘apital Contributions from PPL

From time to time PPL may make capital contributions to LKE. LKE may use these contributions to fund capital expenditures, make capital
contributions to its subsidiaries and for other general corporate purposes.

Long-term Debt Securities

LG&E and KU currently plan to issue, subject to market conditions, up to $350 million for LG&E and $300 million for KU, of first mortgage
bond indebtedness in 2013, the proceeds of which will be used to fund capital expenditures and for other general corporate purposes.

Forecasted Uses of Cash

In addition to expenditures required for normal operating activities, such as purchased power, payroll, fuel and taxes, LIKE currently expects to
incur future cash outflows for capital expenditures, various contractual obligations, distributions to PPL and possibly the purchase or redemption
of a portion of debt securities.

(5aPital Expenditures

---‘fhe table below shows LKE’s current capital expenditure projections for the years 2013 through 2017.

Projected
2013 2014 2015 2016 2017

Capital expenditures (a)
Generating facilities $ 427 $ 251 S 267 S 476 $ 540
Distnbtition facilities 233 227 263 257 281
Transmission facilities 107 68 59 56 77
Environmental 655 722 513 292 107
Other 48 45 43 48 39

Total Capital Expenditures $ 1,470 $ 1,313 $ 1,145 $ 1,129 $ 1.044

(a) LKE generally expects to recover these costs over a period equivalent to the related depreciable lives of the assets through rates. The 2013 total excludes amounts included in
accounts payable as of December 31, 2012.

LKE’s capital expenditure projections for the years 2013 through 2017 total approximately $6.1 billion. Capital expenditure plans are revised
periodically to reflect changes in operational, market and regulatory conditions. This table includes current estimates for LKEs environmental
projects related to existing and proposed EPA compliance standards. Actual costs may be significantly lower or higher depending on the fmal
requirements and market conditions. Environmental compliance costs incurred by LG&E and KU in serving KPSC jurisdictional customers are
generally eligible for recovery through the ECR mechanism.

LICE plans to fund its capital expenditures in 2013 with cash on hand, cash from operations, short-term debt and issuance of debt securities.
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Contractual Obligations

LKE has assumed various fmancial obligations and commitments in the ordinary course of conducting its business. LKE is not liable for the debts
sfLG&E and KU, nor aie LG&E and KU liable for the debts of one another. Accordingly, creditors of LG&E and KU may not satisf’ their debts

)m the assets of LKE absent a specific contractual undertaking by LKE or LG&E and KU to pay the creditors or as required by applicable law
regulation. At December 31, 2012, the estimated contractual cash obligations of LIKE were:

Total 2013 2014- 2015 2016-2017 After 2017

Long-term Debt (a) $ 4,085 S 900 $ 3,185
Interest on Long-term Debt (b) 2,586 S 139 274 $ 250 1,923
OperatingLeases(c) 90 15 27 14 34
Coal and Natural Gas Purchase

Obligations (U) 2,558 789 1,176 501 92
Unconditional Power Purchase

Obligations (e) 1,038 30 60 64 884
Construction Obligations (1) 1,757 836 639 282
Pension Benefit Plan Obligations (g) 153 153
Other Obligations (Ii) 30 7 14 8
Total Contractual Cash Obligations $ 12,297 $ 1,969 $ 3,090 S 1,119 $ 6,119

(a) Reflects principal matunties only based on stated maturity dates. See Note 7 to the Financial Statements for a discussion of variable-rate remarketable bonds issued on behalf of
LG&E and KU. LKE has no capital lease obligations.

(b) Assmnes interest payments throuuh stated maturity. The payments herein are subject to change, as payments for debt that is or becomes variable-rate debt have been estimated.
(c) See Note 11 to the Financial Statements for additional information.
(d) Represents contracts to purchase coal, natural gas and natural gas transportation. See Note 15 to the Financial Statements for additional information.
(e) Represents future minimum payments under OVEC power purchase agreements through June 2040. See Note 15 to the Financial Statements for additional information.
(1) Represents construction coimnitments, including coimnitments for the Mill Creek and Glsent enviromnental air projects, Cane Run Unit 7, Ghent landfill and Ohio Falls

reflirbislunent which are also reflected in the Capital Expenditures table presented above.
(g) Based on the current fimded status of LKEs qualified pension plans, no cash contributions are required. See Note 13 to the financial Statements for a discttssion of expected

contributions.
(Ii) Represents other contractual obligations.

Dividends

From time to time, as determined by its Board of Directors, LKE pays dividends to the sole member, PPL.

(s

discussed in Note 7 to the Financial Statements, LG&E’s and KU’s ability to pay dividends is limited under a covenant in each of their
)volving line of credit facilities. This covenant restricts their debt to total capital ratio to not more than 7O%. See Note 7 to the Financial

Statements for other restrictions related to distributions on capital interests for LIKE subsidiaries.

Purchase or Redemption ofDebt Securities

LIKE will continue to evaluate purchasing or redeeming outstanding debt securities mid may decide to take action depending upon prevailing
market conditions and available cash.

Rating Agency Actions

Moody’s, S&P and Fitch periodically review the credit ratings on the debt securities of LKE 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 LKE and its subsidiaries are based on information provided by LKE and other sources. The ratings of Moody’s, S&P
and Fitch are not a recommendation to buy, sell or hold any securities of LKE 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. The credit ratings of LKE and its subsidiaries affect its liquidity, access to capital markets and cost of borrowing under its credit
facilities.
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The following table sets forth LKFs and its subsidiaries’ security credit ratings as of December 31, 2012.

Senior Unsecured Senior Secured Commercial Paper

Issuer Moody’s S&P Fitch Moody’s S&P Fitch Moody’s S&P Fitch

LKE Baa2 BBB- BBB+

LG&E A A2 A- A+ P-2 A-2 f-2

KU A A2 A- A+ P.2 A-2 f-2

In addition to the credit ratings noted above, the rating agencies took the following actions related to LKE and its subsidiaries:

In February 2012, Fitch assigned ratings to the two newly established commercial paper programs for LG&E and KU.

Tn March 2012, Moody’s affirmed the following ratings:
• the long-term ratings of the First Mortgage Bonds for LG&E and KU;
• the issuer ratings for LG&E and KU; and
• the bank loan ratings for LG&E and KU.

Also in March 2012, Moody’s and S&P each assigned short-term ratings to the two newly established commercial paper programs for LG&E and
KU.

In March and May 2012, Moody’s, S&P and Fitch affirmed the long-term ratings for LG&E’s 2003 Series A, and 2007 Series B pollution control
bonds.

In November 2012, Moody’s and S&P affirmed the long-term ratings for LG&E’s 2007 Series A pollution control bonds.

In December 2012, Fitch affirmed the issuer default ratings, individual security ratings and outlooks for LKE, LG&E and KU.

Ratings Triggers

LKE and its subsidiaries have various derivative and non-derivative contracts, including contracts for the sale and purchase of electricity, fuel,

qpmmodity transportation and storage and interest rate instruments, which contain provisions requiring LKE and its subsidiaries to post additional
bllateral, or permitting the counterparty to terminate the contract, if LKE’s or the subsidiaries’ credit rating were to fall below investment

grade. See Note 19 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 December 31, 2012. At
December 31, 2012, if LKE’s or its subsidiaries’ credit ratings had been below investment grade, the maximum amount that LKE would have been
required to post as additional collateral to counterparties was $78 million for both derivative and non-derivative commodity and commodity-
related contracts used in its generation and marketing operations, gas supply and interest rate contracts.

Off-Balance Sheet Arrangements

LIKE has entered into certain agreements that may contingently require payment to a guaranteed or indemnified party. See Note 15 to the
Financial Statements for a discussion of these agreements.

Risk Management

Market Risk

See Notes 1, 18 and 19 to the Financial Statements for information about LKE’s risk management objectives, valuation techniques and accounting
designations.
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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.

mrnodity Price Risk (Non-trading)

LG&E’s and KU’s rates are set by regulatory commissions and the fuel costs incurred are directly recoverable from customers. As a result, LG&E
and KU are subject to commodity price risk for only a small portion of on-going business operations. LKE sells excess economic generation to
maximize the value of the physical assets at times when the assets are not required to serve LG&E’s or KUs customers. See Note 19 to the
Financial Statements for additional disclosures.

The balance and change in net fair value of LKE’s commodity derivative contracts for the periods ended December 31, 2012, 2011 and 2010 are
shown in the table below.

Gains (Losses)

____________________

Successor Predecessor
Two Months Ten Months

Year Ended Year Ended Ended Ended
December 31, December 31, December 31, October 31,

2012 2011 2010 2010

Fair value of contracts outstanding at the beginning of the period $ (2)
Contracts realized or otherwise settled during tire period (3) $ 3
fair value of new contracts entered into during the period (4)
Other changes in fair value (a)

__________________

5 $ (2)
fair value of contracts outstanding at the end of the period

__________________

$ $ (2) $

(a) Represents the change in value of outstanding transactions and the value of transactions entered into and settled during the period.

Interest Rate Risk

LKE and its subsidiaries issue debt to fmance their operations, which exposes them to interest rate risk. LKE utilizes various fmancial derivative
instruments to adjust the mix of fixed and floating interest rates in its debt portfolio when appropriate. Risk limits under LIKEs risk management
program are designed to balance risk, exposure to volatility in interest expense and changes in the fair value of LKEs debt portfolio due to
changes in the absolute level of interest rates.

December 31, 2012 and 2011, LKE’s potential annual exposure to increased interest expense, based on a 10% increase in interest rates, was not
significant.

LIKE is also exposed to changes in the fair value of its debt portfolio. LKE estinmted that a 10% decrease in interest rates at December 31, 2012,
would increase the fair value of its debt portfolio by $113 million compared with $125 million at December 31, 2011.

LICE had the following interest rate hedges outstanding at:

December 31, 2012 December 31, 2011
Effectofa FiTectofa

Fair Value, 10% Adverse Fair Value, J0% Adverse
Exposure Net - Asset Movement Exposure Net - Asset Movement
Hedged (Liability) (a) in Rates Hedged (Liability) (a) in Rates

Economic hedges
Interest rate swaps (b) $ 179 $ (58) S (3) $ 179 $ (60) $ (4)

Cash flow hedges
Interest rate swaps (b) 300 14 (18)

(a) Includes accrued interest.
(b) LIKE utilizes various risk management instnunents to reduce its exposure to tire expected future cash flow variability of its debt instnunents. These risks include exposure to

adverse interest rate movements for outstanding variable rate debt and for fttttue anticipated fmancing. While LIKE is exposed to changes in the fair value of these insmunents,
any realized changes in tire fair value of such economic and cash flow hedges are recoverable through regulated rates and any subsequent changes in fair value of these
derivatives are incismded in regsmlstory assets or liabilities. Sensitivities represent a 10% adverse movement in interest rates. Tire positions outstanding at December 31, 2012
mature through 2043.
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Credit Risk

LIKE is exposed to potential losses as a result of nonperformance by counterparties of their contractual obligations. LIKE maintains credit policies
and procedures to limit counterparty credit risk including evaluating credit ratings and fmancial information along with having certain

unterparties post margin if the credit exposure exceeds certain thresholds. LKE is exposed to potential losses as a result of nonpayment by
— stomers. LKE maintains an allowance for doubtful accounts based on a historical charge-off percentage for retail customers. Allowances for
doubtful accounts from wholesale and municipal customers and for miscellaneous receivables are based on specific identification by
management. Retail, wholesale and municipal customer accounts are written-off after four months of no payment activity. Miscellaneous
receivables are written-off as management determines them to be uncollectible.

Certain of LKE’s derivative instruments contain provisions that require it to provide immediate and on-going collateralization of derivative
instruments in net liability positions based upon LIKE’s credit ratings from each of the major credit rating agencies. See Notes 18 and 19 to the
Financial Statements for information regarding exposure and the risk management activities.

Related Party Transactions

LIKE is not aware of any material ownership interest or operating responsibility by senior management of LKE, LG&E or KU in outside
partnerships, including leasing transactions with variable interest entities or other entities doing business with LIKE. See Note 16 to the financial
Statements for additional information on related party transactions.

Environmental Matters

Protection of the enviromnent is a major priority for LKE and a significant element of its business activities. Extensive federal, state and local
environmental laws and regulations are applicable to LKE’s air emissions, water discharges and the management of hazardous and solid waste,
among other areas, and the costs of compliance or alleged non-compliance cannot be predicted with certainty but could be material. h addition,
costs may increase significantly if the requirements or scope of environmental laws or regulations, or similar rules, are expanded or changed from
prior versions by the relevant agencies. Costs may take the form of increased capital expenditures or operating and maintenance expenses;
monetary fmes, penalties or forfeitures or other restrictions. Many of these environmental law considerations are also applicable to the operations
of key suppliers, or customers, such as coal producers, industrial power users, etc.; and may impact the costs for their products or their demand for
LKE’s services.

Physical effects associated with climate change could include the impact of changes in weather patterns, such as storm frequency and intensity,
and the resultant potential damage to LIKE’s generation assets and electricity transmission and distribution systems, as well as impacts on

(Npstomers.

In addition, changed weather patterns could potentially reduce annual rainfall in areas where LIKE has hydro generating facilities or
)here river water is used to cool its fossil powered generators. LIKE cannot currently predict whether its businesses will experience these

potential climate change-related risks or estimate the potential cost of their related consequences.

See ‘Item 1. Business - Environmental Matters” and Note 15 to the financial Statements for a discussion of environmental matters.

New Accounting Guidance

See Notes 1 and 24 to the Financial Statements for a discussion of new accounting guidance adopted and pending adoption.

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 fmancial condition or results of operations, and require estimates or
other judgments of matters inherently uncertain. Changes in the estimates or other judgments included within these accounting policies could
result in a significant change to the information presented in the Financial Statements (these accounting policies are also discussed in Note 1 to the
financial Statements). LIKE’s senior management has reviewed these critical accounting policies, the following disclosures regarding their
application and the estimates and assumptions regarding them, with PPL’s Audit Committee.
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Revenue Recognition - Unbilled Revenue

Revenues related to the sale of energy are recorded when service is rendered or when energy is delivered to customers. Because customers of
and KU’s retail operations are billed on cycles which vary based on the timing of the actual reading of theft electric and gas meters, LICE

( ‘jcords estimates for unbilled revenues at the end of each reporting period. Such unbilled revenue amounts reflect estimates of the amount of
Jectricity and gas delivered to customers since the date of the last reading of their meters. The unbilled revenues reflect consideration of
estimated usage by customer class, the effect of different rate schedules, changes in weather, and where applicable, the impact of weather
normalization or other regulatory provisions of rate structures. In addition to the unbilled revenue accrual resulting from cycle billing, LICE
makes additional accruals resulting from the timing of customer bills. The accrual of unbilled revenues in this manner properly matches revenues
and related costs. At December 31, 2012 and 2011, LIKE had unbilled revenue balances of $156 million and $146 million.

Defined Benefits

LIKE and certain of its subsidiaries sponsor and participate in qualified funded and non-qualified unfunded defined benefit pension plans. LICE
also sponsors a funded other postretirement benefit plan. These plans are applicable to the majority of the employees of LIKE and its
subsidiaries. LKE records an asset or liability to recognize the funded status of all defined benefit plans with an offsetting entry to OCI or
regulatory assets or liabilities. Consequently, the funded status of all defmed benefit plans is fully recognized on the Balance Sheets. See Note 13
to the Financial Statements for additional information about the plans and the accounting for defined benefits.

Certain assumptions are made by LICE and certain of its subsidiaries regarding the valuation of benefit obligations and the performance of plan
assets. When accounting for defmed benefits, delayed recognition in earnings of differences between actual results and expected or estimated
results is a guiding principle. Annual net periodic defined benefit costs are recorded in current earnings based on estimated results. Any
differences between actual and estimated results are recorded in OCI or regulatory assets and liabilities for anounts that are expected to be
recovered through regulated customer rates. These amounts in regulatory assets and liabilities are amortized to income over future periods. The
delayed recognition allows for a smoothed recognition of costs over the working lives of the employees who benefit under the plans. The primary
assmnptions are:

• Discount Rate - The discount rate is used in calculating the present value of benefits, which is based on projections of benefit payments to be
made in the future. The objective in selecting the discount rate is to measure the single amount that, if invested at the measurement date in a
portfolio of high-quality debt instruments, would provide the necessary future cash flows to pay the accumulated benefits when due.

• Expected Long-term Return on Plan Assets - Management projects the long-tenn rates of return on plan assets based on historical
performance, future expectations and periodic portfolio rebalancing among the diversified asset classes. These projected retums reduce the
net benefit costs LICE records currently.

• Rate of Compensation Increase - Management projects employees’ annual pay increases, which are used to project employees’ pension
benefits at retirement.

• Health Care Cost Trend Rate - Management projects the expected increases in the cost of health care.

In selecting a discount rate for its defmed benefit plans LICE starts with a cash flow analysis of the expected benefit payment stream for its
plans. The plan-specific cash flows are matched against the coupons and expected maturity values of individually selected bonds. This bond
matching process begins with the full universe of Aa-rated non-callable (or callable with make-whole provisions) bonds, serving as the base from
which those with the lowest and highest yields are eliminated to develop an appropriate subset of bonds. Individual bonds are then selected based
on the timing of each plan’s cash flows and parameters are established as to the percentage of each individual bond issue that could be
hypothetically purchased and the surplus reinvestment rates to be assumed. At December 31, 2012, LIKE decreased the discount rate for its
pension plans from 5.08% to 4.24% and decreased the discount rate for its other postretirement benefit plan from 4.78% to 3.99%.
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The expected long-term rates of return for LKEs defined benefit pension pians and defined other postretirement benefit plan have been developed
using a best-estimate of expected returns, volatilities and correlations for each asset class. LIKE management corroborates these rates with
expected long-term rates of return calculated by its independent actuary, who uses a building block approach that begins with a risk-free rate of
etum with factors being added such as inflation, duration, credit spreads and equity risk. Each plans specific asset allocation is also considered in
veloping a reasonable retuni assumption. At December 31, 2012, LKE’s expected return on plan assets decreased from 7.25% to 7.10%.

In selecting a rate of compensation increase, LIKE considers past experience in light of movements in inflation rates. At December 31, 2012,
LIKE’s rate of compensation increase remained at 4.00%.

In selecting health care cost trend rates LIKE considers past performance and forecasts of health care costs. At December 31, 2012, LKE’s health
care cost trend rates were 8.00% for 2013, gradually declining to 5.50% for 2019.

A variance in the assumptions listed above could have a significant impact on accrued defined benefit liabilities or assets, reported annual net
periodic defined benefit costs and OCI or regulatory assets and liabilities for LKE. While the charts below reflect either an increase or decrease in
each assumption, the inverse of the change would impact the accrued defmed benefit liabilities or assets, reported annual net periodic defined
benefit costs and OCI or regulatory assets and liabilities for LIKE by a similar amount in the opposite direction. The sensitivities below reflect an
evaluation of the change based solely on a change in that assumption and does not include income tax effects.

At December 31, 2012, the defined benefit plans were recorded as follows:

Pension liabilities (a) $ 417
Other postretirement benefit liabilities 141

(a) Amount includes current and noncurrent portions.

The following chart reflects the sensitivities in the December 31, 2012 Balance Sheet associated with a change in certain assumptions based on
LKE’s primary defined benefit plans.

Increase (Decrease)
Impact on Impact on

Change in defined benefit Impact on regulatory
Actuarial assumption assumption liabilities OCI assets

Discount Rate (0.25)% $ 59 $ (22) $ 37

d
-,ate of Compensation Increase 0.25% 10 (6) 4

alth Care Cost Trend Rate (a) 1% 5 (1) 4

(a) Only impacts other postretirement benefits.

Tn 2012, LIKE recognized net periodic defmed benefit costs charged to operating expense of $40 million. This amount represents an $11 million
decrease from 2011. This decrease in expense for 2012 was primarily attributable to the increase in the expected return on plan assets resulting
front pension contributions of $57 million, a reduction in the amortization of outstanding losses and lower interest cost.

The following chart reflects the sensitivities in the 2012 Statement of Income (excluding income tax effects) associated with a change in certain
assumptions based on LKEs primary defined benefit plans.

Actuarial assumption Change in assumption Impact on defined benefit costs

Discount Rate (0.25)% $ 4
Expected Return on Plan Assets (0.25)% 3
Rate of Compensation Increase 0.25% 1
Health Care Cost Trend Rate (a) 1%

(a) Only ummpacts other postretirernent benefits.
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Asset Impairment (Excluding Investments)

linpainnent analyses are performed for long-lived assets that are subject to depreciation or amortization whenever events or changes in
ircumstances indicate that a long-lived asset’s carrying amount may not be recoverable. For these long-lived assets classified as held and used,
ch events or changes in circumstances are:

• a significant decrease in the market price of an asset;
• a significant adverse change in the extent or manner in which an asset is being used or in its physical condition;
• a significant adverse change in legal factors or in the business climate;
• an accumulation of costs significantly in excess of the amount originally expected for the acquisition or construction of an asset;
• a current-period operating or cash flow loss combined with a history of losses or a forecast that demonstrates continuing losses; or
• a current expectation that, more likely than not, an asset will be sold or otherwise disposed of significantly before the end of its previously

estimated usethl life.

For a long-lived asset classified as held and used, impairment is recognized when the carrying amount of the asset is not recoverable and exceeds
its fair value. The carrying amount is not recoverable if it exceeds the sum of the undiscounted cash flows expected to result from the use and
eventual disposition of the asset. If the asset is impaired, an impairment loss is recorded to adjust the asset’s carrying amount to its estimated fair
value. Management must make significant judgments to estimate future cash flows including the useful lives of long-lived assets, the fair value of
the assets and management’s intent to use the assets. Alternate courses of action are considered to recover the carrying amount of a long-lived
asset, and estimated cash flows from the “most likely” alternative are used to assess impairment whenever one alternative is clearly the most likely
outcome. If no alternative is clearly the most likely, then a probability-weighted approach is used taking into consideration estimated cash flows
from the alternatives. For assets tested for impairment as of the balance sheet date, the estimates of future cash flows used in that test consider the
likelihood of possible outcomes that existed at the balance sheet date, including the assessment of the likelihood of a future sale of the
assets. That assessment is not revised based on events that occur after the balance sheet date. Changes in assumptions and estimates could result
in significantly different results than those identified and recorded in the fmancial statements.

For a long-lived asset classified as held for sale, impairment exists when the carrying amount of the asset (disposal group) exceeds its fair value
less cost to sell. If the asset (disposal group) is impaired, an impairment loss is recorded to adjust the carrying amount to its fair value less cost to
sell. A gain is recognized for any subsequent increase in fair value less cost to sell, but not in excess of the cumulative impairment previously
recognized.

For determining fair value, quoted market prices in active markets are the best evidence. However, when market prices are unavailable, LIKE
considers all valuation techniques appropriate under the circumstances and for which market participant inputs can be obtained. Generally
‘)scounted cash flows are used to estimate fair value, which incorporates market participant inputs when available. Discounted cash flows are

Jalculated by estimating future cash flow streams and applying appropriate discount rates to determine the present value of the cash flow streams.

Goodwill is tested for impairment at the reporting unit level. LKE’s reporting units have been determined to be at the operating segment level. A
goodwill impairment test is performed annually or more frequently if events or changes in circumstances indicate that the carrying amount of the
reporting unit may be greater than the unit’s fair value. Additionally, goodwill is tested for impairment after a portion of goodwill has been
allocated to a business to be disposed of.

Beginning in 2012, LIKE may elect either to initially make a qualitative evaluation about the likelihood of an impairment of goodwill or to bypass
the qualitative assessment and directly test goodwill for impairment using a two-step quantitative test. If the qualitative evaluation (referred to as
“step zero”) is elected and the assessment results in a determination that it is not more likely than not the fair value of a reporting unit is less than
the carrying amount, the two-step quantitative impainnent test is not necessary. However, the quantitative impairment test is required if LIKE
concludes it is more likely than not the fair value of a reporting unit is less than the carrying amount based on the step zero assessment.

When the two-step quantitative impainnent test is elected or required as a result of the step zero assessment in step one, LIKE identifies a potential
impairment by comparing the estimated fair value of a reporting unit with its canying amount, including goodwill, on the measurement date. If
the estimated fair value of a reporting unit exceeds its carrying amount, goodwill is not considered impaired. If the carrying amount exceeds the
estimated fair value, the second step is performed to measure the amount of impairment loss, if any.
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The second step of the quantitative test requires a calculation of the implied fair value of goodwill which is determined in the same manner as the
amount of goodwill in a business combination. That is, the estimated fair value of a reporting unit is allocated to all of the assets and liabilities of

at reporting unit as if the reporting unit had been acquired in a business combination and the estimated fair value of the reporting unit was the
ce paid to acquire the reporting unit. The excess of the estimated fair value of a reporting unit over the amounts assigned to its assets and

iàbilities is the implied fair value of goodwill. The implied fair value of the reporting unit’s goodwill is then compared with the carrying amount
of that goodwill. If the carrying amount exceeds the implied fair value, an impairment loss is recognized in an amount equal to that excess. The
loss recognized cannot exceed the carrying amount of the reporting unit’s goodwill.

LKE elected to perfonn the two-step quantitative impairment test of goodwill for all of its reporting units in the fourth quarter of 2012 and no
impairment was recognized. Management used both discounted cash flows and market multiples, which required significant assumptions to
estimate the fair value of each reporting unit. Applying an appropriate weighting to both the discounted cash flow and market multiple valuations,
a decrease in the forecasted cash flows of 10%, an increase in the discount rate by 25 basis points, or a 10% decrease in the multiples would not
have resulted in an impairment of goodwill.

Loss Accruals

Losses are accrued for the estimated impacts of various conditions, situations or circumstances involving uncertain or contingent future
outcomes. For loss contingencies, the loss must be accrued if(1) information is available that indicates it is probable that a loss has been incurred,
given the likelihood of the uncertain future events and (2) the amount of the loss can be reasonably estimated. Accounting guidance defmes
“probable” as cases in which “the future event or events are likely to occur.” The accrual of contingencies that might result in gains is not recorded
unless recovery is assured. Potential loss contingencies for environmental remediation, litigation claims, regulatory penalties and other events are
continuously assessed.

The accounting aspects of estimated loss accruals include (1) the initial identification and recording of the loss, (2) the determination of triggering
events for reducing a recorded loss accrual and (3) the ongoing assessment as to whether a recorded loss accrual is sufficient. All three of these
aspects require significant judgment by management. Internal expertise and outside experts (such as lawyers and engineers) are used, as necessary
to help estimate the probability that a loss has been incurred and the amount (or range) of the loss.

In 2012, the estimated liability for indenmifications related to the 2009 termination of the WKE lease was increased.

Certain other events have been identified that could give rise to a loss, but that do not meet the conditions for accrual. Such events are disclosed,
but not recorded, when it is reasonably possible that a loss has been incurred. Accounting guidance defmes “reasonably possible” as cases in( 5hich “the future event or events occurring is more than remote, but less than likely to occur.”

\Vhen an estimated loss is accrued, the triggering events for subsequently adjusting the loss accrual are identified, where applicable. The
triggering events generally occur when the contingency has been resolved and the actual loss is paid or written off, or when the risk of loss has
diminished or been eliminated. The following are some of the triggering events that provide for the adjustment of certain recorded loss accruals:

• Allowances for uncollectible accounts are reduced when accounts are written off after prescribed collection procedures have been exhausted,
a better estimate of the allowance is determined or underlying amounts are ultimately collected.

• Enviromnental and other litigation contingencies are reduced when the contingency is resolved, LKE makes actual payments, a better
estimate of the loss is determined or the loss is no longer considered probable.

Loss accruals are reviewed on a regular basis to assure that the recorded potential loss exposures are appropriate. This involves ongoing
communication and analyses with internal and external legal counsel, engineers, operation management and other parties.

See Note 15 to the Financial Statements for additional information.

Asset Retirement Obligations

LICE is required to recognize a liability for legal obligations associated with the retirement of long-lived assets. The initial obligation is measured
at its estimated fair value. M equivalent amount is recorded as an increase in the value of the capitalized asset and allocated to expense over the
useful life of the asset. Until the obligation is settled, the liability is increased, through the recognition of accretion expense in the Consolidated
Statements of Income, for changes in the obligation due to the passage of time. Since costs of removal are collected in rates, the accretion and
depreciation are offset with a regulatory credit on the income statement, such that there is no earnings impact. The regulatory asset created by the
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regulatory credit is relieved when the ARO has been settled. An ARO must be recognized when incurred if the fair value of the ARO can be
reasonably estimated. See Note 21 to the Financial Statements for related disclosures.

determining AROs, management must make significant judgments and estimates to calculate fair value. Fair value is developed using an
pected present value technique based on assumptions of market participants that considers estimated retirement costs in current period dollars

ilat are inflated to the anticipated retirement date and then discounted back to the date the ARO was incurred. Changes in assumptions and
estimates included within the calculations of the fair value of AROs could result in significantly different results than those identified and
recorded in the fmancial statements. Estimated AIW costs and settlement dates, which affect the canying value of various AROs and the related
assets, are reviewed periodically to ensure that any material changes are incorporated into the estimate of the obligations. Any change to the
capitalized asset is amortized over the remaining life of the associated long-lived asset.

At December 31, 2012, LKE had AROs comprised of current and noncurrent amounts, totaling $131 million recorded on the Balance Sheet. Of
the total amount, $90 million, or 69%, relates to LKE’s ash ponds, landfills and natural gas mains. The most significant assumptions surrounding
AROs are the forecasted retirement costs, the discount rates and the inflation rates. A variance in the forecasted retirement costs, the discount
rates or the inflation rates could have a significant impact on the ARO liabilities.

The following chart reflects the sensitivities related to LKE’s A1&O liabilities for ash ponds, landfills and natural gas mains at December 31, 2012:

Change in Impact on
Assumption ARO Liability

Retirement Cost 10% $ 11
Discount Rate (0.25)% 3
Inflation Rate 0.25% 8

Income Taxes

Significant management judgment is required in developing the provision for income taxes, primarily due to the uncertainty related to tax
positions taken or expected to be taken in tax returns and the determination of deferred tax assets, liabilities and valuation allowances.

Significant management judgment is required to determine the amount of benefit recognized related to an uncertain tax position. Tax positions are
evaluated following a two-step process. The first step requires an entity to determine whether, based on the technical merits supporting a
particular tax position, it is more likely than not (greater than a 50% chance) that the tax position will be sustained. This determination assumes
that the relevant taxing authority will examine the tax position and is aware of all the relevant facts surrounding the tax position. The second step
equires an entity to recognize in the fmancial statements the benefit of a tax position that meets the more-likely-than-not recognition
)iterion. The benefit recognized is measured at the largest amount of benefit that has a likelihood of realization, upon settlement, that exceeds

50%. Management considers a number of factors in assessing the benefit to be recognized, including negotiation of a settlement.

On a quarterly basis, uncertain tax positions are reassessed by considering information known at the reporting date. Based on managements
assessment of new information, a tax benefit may subsequently be recognized for a previously unrecognized tax position, a previously recognized
tax position may be derecognized, or the benefit of a previously recognized tax position may be remeasured. The amounts ultimately paid upon
resolution of issues raised by taxing authorities may differ materially from the amounts accrued and may materially inipact the fmancial
statements in the future.

At December 31, 2012, LKE’s existing reserve exposure to either increases or decreases in unrecognized tax benefits during the next 12 months is
SI million. This change could result from subsequent recognition, derecognition andlor changes in the measurement of uncertain tax
positions. The events that could cause these changes are direct settlements with taxing authorities, litigation, legal or administrative guidance by
relevant taxing authorities and the lapse of an applicable statute of limitation.
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The balance sheet classification of unrecognized tax benefits and the need for valuation allowances to reduce deferred tax assets also require
significant management judgment. Unrecognized tax benefits are classified as current to the extent management expects to settle an uncertain tax
position by payment or receipt of cash within one year of the reporting date. Valuation allowances are initially recorded and reevaluated each
eporting period by assessing the likelihood of the ultimate realization of a deferred tax asset. Management considers a number of factors in
1sessing the realization of a deferred tax asset, including the reversal of temporary differences, future taxable income and ongoing prudent and

_asible tax planning strategies. Any tax planning strategy utilized in this assessment must meet the recognition and measurement criteria utilized
to account for an uncertain tax position. See Note 5 to the financial Statements for related disclosures.

Regulatory Assets and Liabilities

LKE’s subsidiaries, LG&E and KU, are cost-based rate-regulated utilities. As a result, the effects of regulatory actions are required to be reflected
in the fmancial statements. Assets and liabilities are recorded that result from the regulated ratemaking process that may not be recorded under
GAAP for non-regulated entities. Regulatory assets generally represent incurred costs that have been deferred because such costs are probable of
future recovery in regulated customer rates. Regulatory liabilities are recognized for amounts expected to be returned through future regulated
customer rates. In certain cases, regulatory liabilities are recorded based on an understanding with the regulator that rates have been set to recover
costs that are expected to be incurred in the future, and the regulated entity is accountable for any amounts charged pursuant to such rates and not
yet expended for the intended purpose. The accounting for regulatory assets and liabilities is based on specific ratemaking decisions or precedent
for each transaction or event as prescribed by the FERC, the KPSC, the VSCC and the IRA.

Management continually assesses whether the regulatory assets are probable of future recovery by considering factors such as changes in the
applicable regulatory and political environments, the ability to recover costs through regulated rates, recent rate orders to other regulated entities
and the status of any pending or potential deregulation legislation. Based on this continual assessment, management believes the existing
regulatory assets are probable of recovery. This assessment reflects the current political and regulatory climate at the state and federal levels, and
is subject to change in the future. If future recovery of costs ceases to be probable, then asset write-off would be required to be recognized in
operating income. Additionally, the regulatory agencies can provide flexibility in the marmer and timing of the depreciation of PP&E and
amortization of regulatory assets.

At December 31, 2012, LIKE had regulatory assets of $649 million and regulatory liabilities of $1,011 million. All regulatory assets are either
currently being recovered under specific rate orders, represent amounts that are expected to be recovered in future rates or benefit future periods
based upon established regulatory practices.

See Note 6 to the Financial Statements for additional information on regulatory assets and liabilities.

Other Information

1PL’s Audit Committee has approved the independent auditor to provide audit, tax and other services permitted by Sarbanes-Oxley and SEC
rules. The audit services include services in connection with statutory and regulatory filings, reviews of offering documents and registration
statements, and internal control reviews. See “Item 14. Principal Accounting Fees and Services’ for more information.
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LOUISVILLE GAS AND ELECTRIC COMPANY

Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

information provided in this Item 7 should be read in conjunction with LG&E’s Financial Statements and the accompanying
1otes. Capitalized terms and abbreviations are defmed in the glossary. Dollars are in millions, unless otherwise noted.

“Management’s Discussion and Analysis of Financial Condition and Results of Operations” includes the following infonnation:

• “Overview” provides a description of LG&E and its business strategy, a summary of Net hcome and a discussion of certain events
related to LG&E’s results of operations and fmancial condition.

• “Results of Operations” provides a summary of LG&E’s earnings and a description of key factors expected to impact future
earnings. This section ends with explanations of significant changes in principal items on LG&E’s Statements of Income, comparing
2012 with 2011 and 2011 with 2010.

• “Financial Condition - Liquidity and Capital Resources” provides an analysis of LG&E’s liquidity position and credit profile. This
section also includes a discussion of forecasted sources and uses of cash and rating agency actions.

• “Financial Condition - Risk Management” provides an explanation of LG&E’s risk management programs relating to market and credit
risk.

Application of Critical Accounting Policies” provides an overview of the accounting policies that are particularly important to the
results of operations and fmancial condition of LG&E and that require its management to make significant estimates, assumptions and
other judgments of mailers inherently uncertain.

Overview

Introduction

LG&E, headquartered in Louisville, Kentucky, is a regulated utility engaged in the generation. transmission, distribution and sale of electric
energy and distribution and sale of natural gas in Kentucky. LG&E and its affiliate, KU, are wholly owned subsidiaries of LIKE. LIKE, a holding
company, became a wholly owned subsidiary of PPL when PPL acquired all of LKE’s interests from E.ON US Investments Corp. on November 1,
‘?lo. Following the acquisition, both LG&E and KU continue operating as subsidiaries of LIKE, which is now an intermediary holding company
.1 PPL’s group of companies. Refer to “Item 1. Business - Background” for a description of LG&E’s business.

Business Strategy

LG&E’s overall strategy is to provide reliable, safe, competitively priced energy to its customers and reasonable returns on regulated investments
to its shareowner.

A key objective for LG&E is to maintain a strong credit profile through managing fmancing costs and access to credit markets. LG&E
continually focuses on maintaining an appropriate capital structure and liquidity position.

Successor and Predecessor Financial Presentation

LG&E’s Financial Statements and related fmancial and operating data include the periods before and after PPL’s acquisition of LKE on November
1, 2010 and have been segregated to present pre-acquisition activity as the Predecessor and post-acquisition activity as the Successor. Certain
accounting and presentation methods were changed to acceptable altematives to conform to PPL’s accounting policies, and the cost bases of
certain assets and liabilities were changed as of November 1, 2010 as a result of the application of push-down accounting. Consequently, the
fmancial position, results of operations and cash flows for the Successor periods are not comparable to the Predecessor periods; however, the core
operations of LG&E have not changed as a result of the acquisition.
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Financial and Operational Developments

Net Income

Income for 2012, 2011 and 2010 was $123 million, $124 million and $128 million. Earnings in 2012 decreased 1% from 2011 and earnings
i 2011 decreased 3% from 2010.

See Results of Operations” for a discussion and analysis of LG&E’s earnings.

Rate Case Proceedings

In June 2012, LG&E filed a request with the KPSC for an increase in annual base electric rates of approximately $62 million and an increase in
annual base gas rates of approximately $17 million. In November 2012, LG&E along with all of the parties filed a unanimous settlement
agreement. Among other things, the settlement provided for increases in annual base electric rates of $34 million and an increase in annual base
gas rates of $15 million. The settlement agreement also included revised depreciation rates that result in reduced annual electric depreciation
expense of approximately $9 million. The settlement agreement included an authorized return on equity of 10.25%. On December 20, 2012, the
KPSC issued an order approving the provisions in the settlement agreement. The new rates became effective on January 1, 2013. In addition to
the increased base rates, the KJSC approved a gas line tracker mechanism to provide for recovery of costs associated with LG&E’s gas main
replacement program, gas service lines and risers.

Commercial Paper

In february 2012, LG&E established a commercial paper program for up to $250 million to provide an additional financing source to fund its
short-term liquidity needs, if and when necessary. Commercial paper issuances are supported by LG&E’s Syndicated Credit Facility. At
December 31, 2012, LG&E had $55 million of connnercial paper outstanding.

Terminated Bluegrass CTs Acquisition

In September 2011, LG&E and KU entered into an asset purchase agreement with Bluegrass Generation for the purchase of the Bluegrass CTs,
aggregating approximately 495 MW, plus limited associated contractual arrangements required for operation of the units, for a purchase price of
$110 million, pending receipt of applicable regulatory approvals. In May 2012, the KPSC issued an order approving the request to purchase the
Bluegrass CTs. In November 2011, LG&E and KU filed an application with the FERC under the Federal Power Act requesting approval to
purchase the Bluegrass CTs. In May 2012, the FERC issued an order conditionally authorizing the acquisition of the Bluegrass CTs, subject to

4 proval by the FERC of satisfactory mitigation measures to address market-power concerns. After a review of potentially available mitigation
ptions, LG&E and KU determined that the options were not commercially justifiable. In June 2012, LG&E and KU terminated the asset

purchase agreement for the Bluegrass CTs in accordance with its terms and made applicable filings with the KPSC and FERC.

Cane Run Unit 7 Construction

In September 2011, LG&E and KU filed a CPCN with the KPSC requesting approval to build Cane Run Unit 7. In May 2012, the KPSC issued
an order approving the request. LG&E will own a 22% undivided interest and KU will own a 78% undivided interest in the new generating
unit. A formal request for recovery of the costs associated with the construction was not included in the CPCN filing with the KPSC but is
expected to be included in future rate case proceedings. LG&E and KU commenced preliminary construction activities in the third quarter of
2012 and project construction is expected to be completed by May 2015. The project, which includes building a natural gas supply pipeline and
related transmission projects, has an estimated cost of approximately $600 million.

In conjunction with this construction and to meet new, more stringent EPA regulations with a 2015 compliance date, LG&E anticipates retiring
three older coal-fired electric generating units at the Cane Run plant, which have a combined summer capacity rating of 563 MW.

future Capacity Needs

In addition to the construction of a combined cycle gas unit at the Cane Run station, LG&E and KU continue to assess future capacity needs. As a
part of the assessment, LG&E and KU issued an RFP in September 2012 for up to 700 MW of capacity beginning as early as 2015.
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Results of Operations

As previously noted, LG&E’s results for the periods after October 31, 2010 are on a basis of accounting different from its results for periods prior
to November 1, 2010. See Overview - Successor and Predecessor Financial Presentation’ for further information.

he utility business is affected by seasonal weather. As a result, operating revenues (and associated operating expenses) are not generated evenly
throughout the year. Revenue and earnings are generally higher during the first and third quarters and lower during the second and fourth quarters
due to weather.

The following table summarizes the significant components of net income for 2012, 2011 and 2010 and the changes therein:

Earnings

Successor Predecessor
Two Months Ten Months

Year Ended Year Ended Ended Ended
December 31, December 31, December 31, October 31,

2012 2011 2010 2010

Net Income $ 123 $ 124 $ 19 $ 109

The changes in the components of Net Income between these periods were due to the following factors, which reflect reclassifications for items
included in Margins and certain items that management considers special.

2012 vs. 2011 2011 vs. 2010

Margins $ 3 $ 39
Other operation and maintenance 3 (10)
Depreciation (4) (13)
Taxes, other than income (5) (5)
Other Income (Expense) - net (1) (16)
Other 4 (1)
Special items, after-tax (1) 2

Total $ W $ (4)

e net unrealized gains (losses) on contracts that economically hedge anticipated cash flows are considered special items by management. There
re no unrealized gains (losses) in 2012.

• See “Statement of Income Analysis - Margins - Changes in Non-GAAP Financial Measures” for an explanation of Margins.

• Higher other operation and maintenance in 2011 compared with 2010 primarily due to higher distribution maintenance costs of $8 million due
to amortization of storm restoration related costs and a hazardous tree removal project initiated in August 2010.

• Higher depreciation in 2011 compared with 2010 primarily due to TC2 commencing dispatch in January 2011.

• Lower other income (expense) - net in 2011 compared with 2010 primarily due to $19 million of other income from the establishment of a
regulatory asset in 2010 for previously recorded losses on interest rate swaps.

2013 Outlook

Excluding special items, LG&E projects higher earnings in 2013 compared with 2012, primarily driven by electric and gas base rate increases
effective Januan’ 1, 2013, returns on additional environmental capital investments and retail load growth, partially offset by higher operation and
maintenance.

Earnings in future periods are subject to various risks and uncertainties. See “Forward-Looking Information,” “Item 1. Business,” “Item IA. Risk
Factors,” the rest of this Item 7 and Notes 6 and 15 to the financial Statements for a discussion of the risks, uncertainties and factors that may
impact future earnings.
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Statement of Income Analysis--

Margins

nMffAnnci?iMeasure

The following discussion includes fmancial information prepared in accordance with GAAP, as well as a non-GAAP fmancial measure,
Margins. Margins 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 theft operations. Margins is a
single fmancial performance measure of LG&E’s electricity generation, transmission and distribution operations as well as its distribution and sale
of natural gas. In calculating this measure, fuel and energy purchases are deducted from revenues. In addition, utility revenues and expenses
associated with approved cost recovery mechanisms are offset. These mechanisms allow for recovery of certain expenses, returns on capital
investments primarily associated with envfromnental regulations and performance incentives. Certain costs associated with these mechanisms,
primarily ECR and DSM, are recorded as “Other operation and maintenance” and “Depreciation.” As a result, this measure represents the net
revenues from LG&E’s operations. This performance measure is used, in conjunction with other information, internally by senior management to
manage operations and analyze actual results compared with budget.

Reconciliation of Non-GAAP financial Measures

The following tables reconcile “Operating Income’ to “Margins” as defmed by LG&E for 2012, 2011 and 2010.

2012 Successor 2011 Successor
Operating Operating

Margins Other (a) Income (b) Margins Other (a) Income (b)

Operating Revenues I $ 1,364
Operating Expenses

fuel 374 374 350 350
Energy purchases 175 175 245 245
Other operation and maintenance 45 $ 31$ 363 42 321 363
Depreciation 3 149 152 2 145 147
Taxes, other than income 23 23 1$ 1$

Total Operating Expenses 490 1,087 639 484 1,123

Total

_______________

$ (490) $ 237 $ 724 $ (483) $ 241

Operating Revenues
Operating Expenses

Fuel
Energy purchases
Other operation and maintenance
Depreciation
Taxes, other than income

_________________ _________________ _________________ ____________________ _______________ _________________

Total Operating Expenses

Total

_________________ _________________ _________________ ____________________ _______________ _________________

(a) Represents amounts excluded from Margins.
(b) As reported on the Statements of Income.

Changes in Non-GAAP Financial Measures

Margins increased by $3 million for 2012 compared with 2011, primarily due to $9 million of higher retail margins as a result of new
environmental investments. This increase was partially offset by lower wholesale margins of $6 million as volumes were impacted by lower
market prices. Retail volumes were consistent with the prior year as increased industrial sales offset declines associated with unseasonably mild
weather during the first four months of2012. Total heating degree days decreased 13% compared to 2011, partially offset by a 7% increase in
cooling degree days.

Margins increased by $39 million for 2011 compared with 2010. New KPSC rates went into effect on August 1,2010, contributing to an
additional $48 million in operating revenue over the prior year. Partially offsetting the rate increase were lower retail volumes resulting from
weather and economic conditions.

$ 1,324 $ 1,324 $ 1,363 $

597
$ 727

Successor
Two Months Ended December 31, 2010

Predecessor
Ten Months Ended October 31, 2010

Operating
Margins Other (a) Income (b)

$ 255 $ (1) $ 254

60 60
63 63

9 58 67
23 23

_________

1 1
132 82 214

$ 123 $ ($3) $ 40

Operating
Margins Other (a) Income (b)

$ 1,057 S 1,057

306 306
155 155
28 $ 253 281

6 109 115
12 12

495 374 869
$ 562 $ (374) $ 188
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Other Operation and Maintenance

The increase (decrease) in other operation and maintenance was due to:

2012 vs. 2011 2011 vs. 2010

dministrative and general (a) $ (5) $ 4
Distribution maintenance (b) (1) 5
Fuel for generation (c) 5
Coal plant maintenance (d) 2 (5)
Other 4 3

Total $ $ 15

(a) Administrative and general coata decreaaed in 2012 compared with 2011 primarily due to a decreaae in pension expenae resulting from pension fimding and lower interest cost.
(b) Distribution maintenance costs increased in 2011 compared with 2010 primarily due to amortization of stosm restoration-related costs, a lsazardosts tree removal project initiated

in August 2010 and an increase in pipeline integrity work.
(c) Fuel lsandling coste are included in other operation and maintenance on Use Statesnense of income for the Successor periods and are in fuel on the Statement of income for the

Predecessor period.
(d) Coal plant maintenance costs increased in 2012 compared with 2011 primarily due to an increased scope of scheduled otttagee.

Coal plant maintenance costs decreased in 2011 compared with 2010 primarily dste to Use timing of scheduled maintenance outages and non-outage boiler maintenance.

Depreciation

Depreciation increased by $5 million in 2012 compared with 2011 due to PP&E additions.

Depreciation increased by $9 million in 2011 compared with 2010 primarily due to TC2 commencing dispatch in January 2011.

Taxes, Other Than Income

Taxes, other than income increased by $5 million in 2012 compared with 2011 due in part to a $2 million increase in property taxes resulting from
property additions, hither assessed values and changes in property classifications to categories with higher tax rates.

Taxes, other than income increased by $5 million in 2011 compared with 2010 primarily due to a $4 million state coal tax credit that was applied
to 2010 property taxes. The remaining increase was due to higher assessments, primarily from significant property additions.

4 “ither Income (Expense) - net

Other income (expense) - net decreased by $16 million in 2011 compared with 2010 primarily due to $19 million of other income from the
establishment of a regulatory asset for previously recorded losses on interest rate swaps in 2010.

Interest Expense

The increase (decrease) in interest expense was due to:

2012 vs. 2011 2011 vs. 2010

interest rates (a) $ (2) $ (7)
Long-tenn debt balances (b) 2
Other

___________ ___________

Total $ (2) $ (2)

(a) interest expense decreased in 2011 compared with 2010 due to lower interest rates on first snongage bonds issued in Novesnber 2010 cosnpared with Use rates on the loans frotn
EON AG affiliates that were in place through October 2010.

(b) interest expense increased in 2011 cotnpared wilt 2010 due to lower long-tenn debt balances for Use first ten months of 2010.
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Financial Condition

Liquidity and Capital Resources

expects to continue to have adequate liquidity available through operating cash flows, cash and cash equivalents and its credit facilities,
icluding commercial paper issuances. Additionally, subject to market conditions, LG&E currently plans to access capital markets in 2013.

LG&E’s cash flows from operations and access to cost-effective bank and capital markets are subject to risks and uncertainties including, but not
limited to:

• changes in commodity prices that may increase the cost of producing or purchasing power or decrease the amount LG&E receives from
selling power;

• operational and credit risks associated with selling and marketing products in the wholesale power markets;
• unusual or extreme weather that may damage LG&E’s transmission and distribution facilities or affect energy sales to customers;
• reliance on transmission facilities that LG&E does not own or control to deliver its electricity and natural gas;
• unavailability of generating units (due to unscheduled or longer-than-anticipated generation outages, weather and natural disasters) and the

resulting loss of revenues and additional costs of replacement electricity;
• the ability to recover and the timeliness and adequacy of recovery of costs associated with regulated utility businesses;
• costs of compliance with existing and new environmental laws;
• any adverse outcome of legal proceedings and investigations with respect to LG&E’s current and past business activities;
• deterioration in the fmancial markets that could make obtaining new sources of bank and capital markets funding more difficult and more

costly; and
• a downgrade in LG&E’s credit ratings that could adversely affect its ability to access capital and increase the cost of credit facilities and any

new debt.

See “Item 1A. Risk Factors” for further discussion of risks and uncertainties affecting LG&E’s cash flows.

At December 31, LG&E had the following:

2012 2011 2010

Cash and cash equivalents $ 22 $ 25 $ 2
• bort-tenss investments (a)

_______________ ________________

163
S 22 $ 25 $ 165

Short-term debt (b) $ 55 5 163

(a) Represents tax-exempt bonds issued by Louisville/Jefferson County, Kentucky, on behalf of LG&E that were purchased from the remarketing agent in 200$. Such bonds were
remarketed to tmaffiliated investors in January 2011. See Note 7 to the financial Statements for additional information.

(b) Borrowings in 2012 were made tmder LG&E’s commercial paper program and borrowings in 2010 were made under LG&E’s syndicated credit facility. See Note 7 to the
Financial Statements for additional infonnation.

The changes in LG&E’s cash and cash equivalents position resulted from:

Successor Predecessor
Two Months Ten Months

Year Ended Year Ended Ended Ended
December 31, December 31, December 31, October 31,

2012 2011 2010 2010

Net cash provided by (used in) operating activities $ 30$ $ 325 $ (8) $ 189
Net cash provided by (used in) investing activities (289) (42) (63) (107)
Net cash provided by (used in) financing activities (22) (260) 69 (83)
Net Increase (Decrease) in Cash and Cash Equivalents $ (3) $ 23 $ (2) $ (1)
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Operating Activities

Net cash provided by operating activities decreased by 5%, or $17 million, in 2012 compared with 2011, primarily as a result of:. Working capital cash flow changes declined by $65 million driven primarily by changes in receivables and unbilled revenues due to milder
December weather in 2011 than in 2012 and 2010, and lower inventory levels in 2011 as compared with 2010 driven by lower gas prices.

• The decline was offset by $44 million increase in other operating cash flows driven by $43 million reduction in pension funding.

Net cash provided by operating activities increased by 80%, or $144 million, in 2011 compared with 2010, primarily as a result of:

• a decrease in working capital related to accounts receivable and unbilled revenues of $86 million primarily due to the timing of cash receipts
and colder weather in December 2010 as compared with December 2009 and milder weather in December 2011 as compared with December
2010;

• an increase in net income adjusted for non-cash effects of $34 million (the recording of a regulatory asset for previously recorded losses on
interest rate swaps of $22 million, deferred income taxes and investment tax credits of $17 million, depreciation of $9 million, partially offset
by unrealized (gains) losses on derivatives of $14 million, defmed benefit plans - expense of $3 million and other noncash items of $3
million);

• a decrease in cash outflows of $32 million due to lower inventory levels in 2011 as compared with 2010 driven by $21 million due to lower
coal bum as a result of unplanned outages at the Mill Creek plant, $8 million for fuel inventory purchased in 2010 for TC2 that was not used
until 2011 when TC2 began dispatch and $6 million for decreases in gas storage volumes;

• a decrease in cash refunded to customers of $25 million due to prior period over-recoveries related to the gas supply clause filings in 2009;
and

• a decrease in cash outflows related to accrued taxes of $22 million due to the timing of payments of accrued tax liabilities in 2011 and 2010;
partially offset by

• an increase in discretionary defmed benefit plan contributions of $44 million made in order to achieve LG&E’s long-term funding
requirements; and

• an increase in working capital related to accounts payable of $41 million, which was driven primarily by the timing of cash payments and a
decrease in natural gas purchases of $18 million in 2011 as compared with 2010 due to a decrease in combustion turbine generation as a result
of the dispatch of TC2 beginning in January 2011.

Investing Activities

Net cash used in investing activities increased by $247 nilllion, in 2012 compared with 2011, primarily as a result of:

a decrease in the proceeds from the sale of other investments of $163 million in 2011; and
• an increase in capital expenditures of $90 million due primarily to construction of Cane Run Unit 7 and Mill Creek environmental air

projects.

Net cash used in investing activities decreased by 75%, or $128 million, in 2011 compared with 2010, as a result of:

• proceeds from the sale of other investments of $163 million in 2011; and
• a decrease in capital expenditures of $24 million due primarily to TC2 being dispatched in 2011; partially offset by
• proceeds from the sale of assets of $48 million in 2010; and
• a decrease in restricted cash of $11 million.

See “Forecasted Uses of Cash” for detail regarding projected capital expenditures for the years 2013 through 2017.

financing Activities

Net cash used in fmancing activities was $22 million, in 2012 compared with $260 million in 2011, primarily as a result of changes in short-term
debt.

In 2012, cash used in fmancing activities consisted of:
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• the payment of common stock dividends to LKE of $75 million; partially offset by
• the issuance of short-term debt in the form of commercial paper of $55 million.

et cash used in financing activities was $260 million, in 2011 compared with $14 million in 2010, primarily as a result of changes in short-term
bt.

Tn 2011, cash used in fmancing activities consisted of:

• a repayment on a revolving line of credit of $163 million;
• the payment of common stock dividends to LKE of $83 milLion;
• a net decrease in notes payable with affiliates of $12 million; and
• the payment of debt issuance and credit facility costs of $2 million.

In the two months of 2010 following PPL’s acquisition of LKE, cash provided by fmancing activities of the Successor consisted of:

• the issuance of first mortgage bonds of $531 million after discounts;
• the issuance of debt of $485 million to a PPL affiliate to repay debt due to an E.ON AG affiliate upon the closing of PPL’s acquisition of

LKE; and
• a draw on a revolving line of credit of $163 million; partially offset by
• the repayment of debt to an E.ON AG affiliate of $485 million upon the closing of PPL’s acquisition of LKE;
• the repayment of debt to a PPL affiliate of $485 million upon the issuance of first mortgage bonds;
• a net decrease in notes payable with affiliates of $130 million; and
• the payment of debt issuance and credit facility costs of $10 million.

In the ten months of 2010 preceding PPLs acquisition of LKE, cash used in fmancing activities by the Predecessor consisted of:

• the payment of common stock dividends to LKE of $55 million and
• a net decrease in notes payable with affiliates of $28 million.

See ‘Forecasted Sources of Cash’ for a discussion of LG&E’s plans to issue debt securities, as well as a discussion of credit facility capacity
available to LG&E. Also see “Forecasted Uses of Cash” for a discussion of plans to pay dividends on common securities in the future, as well as‘ maturities of long-term debt.

G&E had no long-term debt securities activity during the year.

See Note 7 to the Financial Statements for additional information about long-term debt securities.

Auction Rate Securities

At December 31, 2012, LG&E’s tax-exempt revenue bonds that are in the form of auction rate securities and total $135 million continue to
experience failed auctions. Therefore, the interest rate continues to be set by a formula pursuant to the relevant indentures. For the period ended
December 31, 2012, the weighted-average rate on LG&E’s auction rate bonds in total was 0.20%.

Forecasted Sources of Cash

LG&E expects to continue to have sufficient sources of cash available in the near term, including various credit facilities, its commercial paper
program, issuance of debt securities and operating cash flow.
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Credit Facilities

At December 31, 2012, LG&Es total committed borrowing capacity under its Syndicated Credit Facility and the use of this borrowing capacity
were:

Commercial Letters of Unused
Capacity Paper Issued Credit Issued Capacity

Syndicated Credit facility (a) (b) (c) $ 500 $ 55 $ 445

(a) The commitments under LG&Es Syndicated 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 available to LG&E.

(b) In November 2012, LG&E amended the Syndicated Credit Facility to extend the expiration date to November 2017. In addition, LG&E increased the credit facility capacity to
$500 million.

(c) LG&E pays customa]y fees under its syndicated credit facility, and borrowings generally bear interest at LifiOR-based rates plus an applicable margin.

LG&E participates in an intercompany money pool agreement whereby LKE and/or KU make available to LG&E funds up to $500 million at an
interest rate based on a market index of commercial paper issues. At December 31, 2012, there was no balance outstanding.

See Note 7 to the Financial Statements for further discussion of LG&E’s credit facilities.

Operating Leases

LG&E also has available funding sources that are provided through operating leases. LG&E leases office space, gas storage and certain
equipment. These leasing structures provide LG&E additional operating and financing flexibility. The operating leases contain covenants that are
typical for these agreements, such as maintaining insurance, maintaining corporate existence and timely payment of rent and other fees.

See Note 11 to the Financial Statements for further discussion of the operating leases.

Capital Contributions from LKE

From time to time LKE may make capital contributions to LG&E. LG&E may use these contributions to fund capital expenditures and for other
general corporate purposes.

(ong-term

Debt Securities

G&E currently plans to issue, subject to market conditions, up to $350 million of first mortgage bond indebtedness in 2013, the proceeds of
which will be used to fund capital expenditures and for other general corporate purposes.

Forecasted Uses of Cash

In addition to expenditures required for normal operating activities, such as purchased power, payroll, fuel and taxes, LG&E currently expects to
incur future cash outflows for capital expenditures, various contractual obligations, payment of dividends on its common stock and possibly the
purchase or redemption of a portion of debt securities.

Capital Expenditures

The table below shows LG&Es current capital expenditure projections for the years 2013 through 2017.

__________

Projected
2013 2014 2015 2016 2017

Capital expenditures (a)
Generating facilities $ 138 S 111 $ 131 $ 225 $ 232
Distribution facilities 144 140 166 165 174
Transmission facilities 59 31 19 16 16
Environmental 324 336 249 186 42
Other 22 22 20 23 19

Total Capital Expenditures $ 687 $ 640 $ 585 $ 615 $ 483
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(a) LG&E generally expects to recover these costs over a period equivalent to the related depreciable lives of the assets through rates. The 2013 total excludes amounts included in
accounts payable as of December 31, 2012.

LG&E’s capital expenditure projections for the years 2013 through 2017 total approximately $3.0 billion. Capital expenditure plans are revised
eriodically to reflect changes in operational, market and regulatory conditions. This table includes current estimates for LG&E’s environmental
ojects related to existing and proposed EPA compliance standards. Actual costs may be significantly lower or higher depending on the fmal

requirements and market conditions. Environmental compliance costs incurred by LG&E in serving KPSC jurisdictional customers are generally
eligible for recovery through the ICR mechanism.

LG&E plans to fund its capital expenditures in 2013 with cash on hand, cash from operations, short-term debt and issuance of debt securities.

Contractual Obligations

LG&E has assumed various fmancial obligations and commitments in the ordinary course of conducting its business. At December 31, 2012, the
estimated contractual cash obligations of LG&E were:

Total 2013 2014-2015 2016-2017 After 2017

Long-term Debt (a) $ 1,109 $ 250 $ 859
Interest on Long-term Debt (b) 839 S 37 70 $ 66 666
Operating Leases (c) 35 5 11 5 14
Coal and Natural Gas Purchase

Obligations (d) 1,512 378 697 345 92
Unconditional Power Purchase

Obligations (e) 719 21 42 44 612
Construction Obligations (f) 735 382 273 80
Pension Benefit Plan Obligations (g) 42 42
Other Obligations 0’) 8 2 4 2

___________________

Total Contractual Cash Obligations $ 4.999 S 867 5 1.347 $ 542 $ 2243

(a) Reflects principal snattirities only based on stated maturity dates. See Note 7 to the financial Statements for a discussion of variable-rate remarketable bonds issued on behalf of
LG&E, LG&E has no capital lease obligations.

(b) Assmnes interest payments through stated maturity. The payments herein are subject to change, as payments for debt that is or becomes variable-rate debt have been estimated.
(c) See Note 11 to the Financial Statements for additional information.
(d) Represents contracts to purchase coal, natural gas and natural gas transportation. See Note 15 to the financial Statements for additional information.
(e) Represents future minimum payments under OVEC power purchase agreements through June 2040. See Note 15 to the Financial Statements for additional information.
(f) Represents construction coimnitments, including commitments for the Mill Creek environmental air projects, Cane Rtm Unit 7 and Ohio Falls refurbishment which are also() reflected in the Capital Expenditures table presented above.

Based on the current funded status of LG&Es qualified pension plan and LKE’s qualified pension plan, which covers LG&E employees, no cash contributions are required. See
Note 13 to the financial Statements for a discussion of expected contributions.

(h) Represents other contractual obligations.

Dividends

From time to time, as determined by its Board of Directors, LG&E pays dividends to its sole shareholder, LKE.

As discussed in Note 7 to the Financial Statements, LG&E’s ability to pay dividends is limited under a covenant in its $500 million revolving line
of credit facility. This covenant restricts the debt to total capital ratio to not more than 70%. See Note 7 to the Financial Statements for other
restrictions related to distributions on capital interests for LG&E.

Purchase or Redemption ofDebt Securities

LG&E will continue to evaluate purchasing or redeeming outstanding debt securities and may decide to take action depending upon prevailing
market conditions and available cash.

Rating Agency Actions

Moody’s, S&P and Fitch periodically review the credit ratings on the debt securities of LG&E. Based on their respective independent reviews, the
rating agencies may make certain ratings revisions or ratings affirmations.
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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 LG&E are based on information provided by LG&E and other sources. The ratings of Moody’s, S&P and Fitch are
not a recommendation to buy, sell or hold any securities of LG&E. 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. The credit ratings of LG&E

its liquidity, access to capital markets and cost of borrowing under its credit facilities.

The following table sets forth LG&E’s security credit ratings as of December 31, 2012.

Senior Unsecured Senior Secured Commercial Paper

Issuer Moody’s S&P Fitch Moody’s S&P Fitch Moody’s S&P Fitch

LG&E A A2 A- A+ P-2 A-2 f-2

In addition to the credit ratings noted above, t he rating agencies took the following actions related to LG&E:

In february 2012, Fitch assigned ratings to LG&E’s newly established commercial paper program.

In March 2012, Moody’s affirmed the following ratings:
• the long-term ratings of the First Mortgage Bonds for LG&E:
• the issuer ratings for LG&E; and
• the bank loan ratings for LG&E.

Also in March 2012, Moody’s and S&P each assigned short-term ratings to LG&E’s newly established commercial paper program.

In March and May 2012, Moody’s, S&P and Fitch affirmed the long-term ratings for LG&E’s 2003 Series A and 2007 Series B pollution control
bonds.

In November 2012, Moody’s and S&P affirmed the long-term ratings for LG&E’s 2007 Series A pollution control bonds.

In December 2012, Fitch affirmed the issuer default ratings, individual security ratings and outlook for LG&E.

Ratings Triggers

‘ 3&E has various derivative and non-derivative contracts, including contracts for the sale and purchase of electricity, fuel, commodity
transportation and storage and interest rate instruments, which contain provisions requiring LG&E to post additional collateral, or permitting the
counterparty to terminate the contract, if LG&E’s credit rating were to fall below investment grade. See Note 19 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 December 31, 2012. At December 31, 2012, if LG&E’s credit ratings had been below
investment grade, the maximum amount that LG&E would have been required to post as additional collateral to counterparties was $57 million for
both derivative and non-derivative conm1odity and commodity-related contracts used in its generation and marketing operations, gas supply and
interest rate contracts.

Off-Balance Sheet Arrangements

LG&E has entered into certain agreements that may contingently require payment to a guaranteed or indemnified party. See Note 15 to the
Financial Statements for a discussion of these agreements.

Risk Management

Market Risk

See Notes 1, 18 and 19 to the financial Statements for information about LG&E’s risk management objectives, valuation techniques and
accounting designations.
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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.

(“‘mrnodity Price Risk (Non-trading)

LG&Es rates are set by regulatory commissions and the fuel costs incurred are directly recoverable from customers. As a result, LG&E is subject
to commodity price risk for only a small portion of on-going business operations. LG&E sells excess economic generation to maximize the value
of the physical assets at times when the assets are not required to serve LG&Es or KU’s customers. See Note 19 to the financial Statements for
additional disclosures.

The balance and change in net fair value of LG&E’s commodity derivative contracts for the periods ended December 31, 2012, 2011 and 2010 are
shown in the table below.

Gains_(Losses)

___________________

Successor Predecessor
Two Months Ten Months

Year Ended Year Ended Ended Ended
December 31, December 31, December 31, October 31,

2012 2011 2010 2010

fair value of contracts outstanding at the beginning of the period $ (1)
Contracts realized or otherwise settled during the period (3) $ 3
Fair value of new contracts entered into during the period (4)
Other changes in fair value (a)

___________________

‘I $ (1)
Fair value of contracts outstanding at the end of the period $ $ (1) $

(a) Represents the change in value of otitstanding transactions and the value of transactions entered into and settled during the period.

Interest Rate Risk

LG&E issues debt to fmance its operations, which exposes it to interest rate risk. LG&E utilizes various fmancial derivative instruments to adjust
the mix of fixed and floating interest rates in its debt portfolio when appropriate. Risk limits under LG&E’s risk management program are
designed to balance risk, exposure to volatility in interest expense and changes in the fair value of LG&E’s debt portfolio due to changes in the
absolute level of interest rates.

t December 31, 2012 and 2011, LG&E’s potential annual exposure to increased interest expense, based on a 10% increase in interest rates, was
not significant.

LG&E is also exposed to changes in the fair value of its debt portfolio. LG&E estimated that a 10% decrease in interest rates at December 31,
2012, would increase the fair value of its debt portfolio by 527 million. This estimate is unchanged from December 31, 2011.

LG&E had the following interest rate hedges outstanding at:

December 31, 2012 December 31, 2011
Effect ofa Effect ofa

Fair Value, 10% Adverse Fair Value, 10% Adverse
Exposure Net - Asset Movement Exposure Net - Asset Movement
fledged (Liability) (a) in Rates fledged (Liability) (a) in Rates

Economic hedges
Interest rate swaps (b) S 179 $ (5$) $ (3) $ 179 $ (60) $ (4)

Cash flow hedges
Interest rate swaps (b) 150 7 (9)

(a) Includes accrued interest.
(b) LG&E utilizes various risk management instruments to reduce its exposure to Use expected fttture cash flow variability of its debt instnunents. These risks include exposure to

adverse interest rate movements for otmtstanding variable rate debt and for future anticipated financing. Wimile LG&E is exposed to changes in the fair value of these instruments,
any realized changes in the fair valtte of such economic and cash flow hedges are recoverable through regulated rates and any subsequent changes in fair value of these
derivatives are included in regulatory assets or liabilities. Sensitivities represent a 10% adverse movement in interest rates. The positions otttstanding at December 31, 2012
mature through 2043.
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Credit Risk

LG&E is exposed to potential losses as a result of nonperformance by counterparties of their contractual obligations. LG&E maintains credit
olicies and procedures to limit counterparty credit risk including evaluating credit ratings and fmancial information along with having certain
unterparties post margin if the credit exposure exceeds certain thresholds. LG&E is exposed to potential losses as a result of nonpayment by

astomers. LG&E maintains an allowance for doubtful accounts based on a historical charge-off percentage for retail customers. Allowances for
doubtful accounts from wholesale customers and miscellaneous receivables are based on specific identification by management. Retail and
wholesale customer accounts are written-off after four months of no payment activity. Miscellaneous receivables are written-off as management
determines them to be uncollectible.

Certain of LG&E’s derivative instruments contain provisions that require it to provide immediate and on-going collateralization of derivative
instruments in net liability positions based upon LG&E’s credit ratings from each of the major credit rating agencies. See Notes 1$ and 19 to the
Financial Statements for information regarding exposure and the risk management activities.

Related Party Transactions

LG&E is not aware of any material ownership interest or operating responsibility by senior management in outside partnerships, including leasing
transactions with variable interest entities or other entities doing business with LG&E. See Note 16 to the Financial Statements for additional
information on related party transactions.

Environmental Matters

Protection of the enviromnent is a major priority for LG&E and a significant element of its business activities. Extensive federal, state and local
environmental laws and regulations are applicable to LG&E’s air emissions, water discharges and the management of hazardous and solid waste,
among other areas, and the costs of compliance or alleged non-compliance cannot be predicted with certainty but could be material. In addition,
costs may increase significantly if the requirements or scope of enviromiiental laws or regulations, or similar rules, are expanded or changed from
prior versions by the relevant agencies. Costs may take the form of increased capital expenditures or operating and maintenance expenses;
monetary fines, penalties or forfeitures or other restrictions. Many of these environmental law considerations are also applicable to the operations
of ke suppliers, or customers, such as coal producers, industrial power users, etc.; and may impact the costs for their products or their demand for
LG&E’s services.

Physical effects associated with climate change could include the impact of changes in weather patterns, such as storm frequency and intensity,
and the resultant potential damage to LG&E’s generation assets and electricity transmission and distribution systems, as well as impacts on

Istorners.

In addition, changed weather patterns could potentially reduce annual rainfall in areas where LG&E has hydro generating facilities or
here river water is used to cool its fossil powered generators. LG&E cannot currently predict whether its businesses will experience these

potential climate change-related risks or estimate the potential cost of their related consequences.

See “Item 1. Business - Environmental Matters” and Note 15 to the Financial Statements for a discussion of environmental matters.

New Accounting Guidance

See Notes 1 and 24 to the financial Statements for a discussion of new accounting guidance adopted and pending adoption.

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. Changes in the estimates or other judgments included within these accounting policies could
result in a significant change to the information presented in the Financial Statements (these accounting policies are also discussed in Note ito the
Financial Statements). LG&E’s senior management has reviewed these critical accounting policies, the following disclosures regarding their
application and the estimates and assumptions regarding them, with PPL’s Audit Committee.
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Revenue Recognition - Unbilled Revenue

Revenues related to the sale of energy are recorded when service is rendered or when energy is delivered to customers. Because customers of
&E’s retail operations are billed on cycles which vary based on the timing of the actual reading of their electric and gas meters, LG&E records

,timates for unbilled revenues at the end of each reporting period. Such unbilled revenue amounts reflect estimates of the amount of electricity
and gas delivered to customers since the date of the last reading of their meters. The unbilled revenues reflect consideration of estimated usage by
customer class, the effect of different rate schedules, changes in weather and where applicable, the impact of weather normalization or other
regulatory provisions of rate structures. In addition to the unbilled revenue accrual resulting from cycle billing, LG&E makes additional accruals
resulting from the timing of customer bills. The accrual of unbilled revenues in this manner properly matches revenues and related costs. At
December 31, 2012 and 2011, LG&E had unbilled revenue balances of $72 million and $65 million.

Defined Benefits

LG&E sponsors and participates in qualified funded defined benefit pension plans and participates in a funded other postretirement benefit
plan. These plans are applicable to the majority of the employees of LG&E. The plans LG&E participates in are sponsored by LKE. LKE
allocates a portion of the liability and net periodic defined benefit pension and other postretirement costs of certain plans to LG&E based on its
participation. LG&E records an asset or liability to recognize the funded status of all defined benefit plans with an offsetting entry to regulatory
assets or liabilities. Consequently, the funded status of all defined benefit plans is fully recognized on the Balance Sheets. See Note 13 to the
Financial Statements for additional information about the plans and the accounting for defined benefits.

Certain assumptions are made by LKE and LG&E regarding the valuation of benefit obligations and the performance of plan assets. When
accounting for defined benefits, delayed recognition in earnings of differences between actual results and expected or estimated results is a
guiding principle. Annual net periodic defined benefit costs are recorded in current earnings based on estimated results. Any differences between
actual and estimated results are recorded in regulatory assets and liabilities for amounts that are expected to be recovered through regulated
customer rates. These amounts in regulatory assets and liabilities are amortized to income over future periods. The delayed recognition allows for
a smoothed recognition of costs over the working lives of the employees who benefit under the plans. The primary assumptions are:

• Discount Rate - The discount rate is used in calculating the present value of benefits, which is based on projections of benefit payments to be
made hi the future. The objective in selecting the discount rate is to measure the single amount that, if invested at the measurement date in a
portfolio of high-quality debt instruments, would provide the necessary future cash flows to pay the accumulated benefits when due.

Expected Long-term Return on Plan Assets - Management projects the long-term rates of return on plan assets based on historical
performance, future expectations and periodic portfolio rebalancing among the diversified asset classes. These projected returns reduce the
net benefit costs LG&E records currently.

• Rate of Compensation Increase - Management projects employees’ annual pay increases, which are used to project employees’ pension
benefits at retirement.

• Health Care Cost Trend Rate - Management projects the expected increases in the cost of health care.

In selecting a discount rate for their defined benefit plans LKE and LG&E start with a cash flow analysis of the expected benefit payment stream
for their plans. The plan-specific cash flows are matched against the coupons and expected maturity values of individually selected bonds. This
bond matching process begins with the full universe of Aa-rated non-callable (or callable with make-whole provisions) bonds, serving as the base
from which those with the lowest and highest yields are eliminated to develop an appropriate subset of bonds. Individual bonds are then selected
based on the timing of each plan’s cash flows and parameters are established as to the percentage of each individual bond issue that could be
hypothetically purchased and the surplus reinvestment rates to be assumed. At December 31, 2012, LIKE decreased the discount rate for its
pension plan from 5.12% to 4.26%. LG&E decreased the discount rate for its pension plan from 5.05% to 4.20%. LIKE decreased the discount
rate for its other postretirement benefit plan from 4.78% to 3.99%.
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The expected long-term rates of return for LKE’s and LG&E’s defmed benefit pension plans and LKE’s defmed other postretfrement benefit plan
have been developed using a best-estimate of expected returns, volatilities and correlations for each asset class. LIKE and LG&E management
corroborates these rates with expected long-term rates of return calculated by its independent actuary, who uses a building block approach that
begins with a risk-free rate of return with factors being added such as inflation, duration, credit spreads and equity risk. Each plan’s specific asset

(‘‘ocation is also considered in developing a reasonable return assumption. At December 31, 2012, LKE’s and LG&E’s expected return on plan
.sets decreased from 7.25% to 7.10%.

In selecting a rate of compensation increase, LIKE and LG&E consider past experience in light of movements in inflation rates. At December 31,
2012, LIKE’s and LG&E’s rate of compensation increase remained at 4.00%.

In selecting health care cost trend rates, LIKE considers past performance and forecasts of health care costs. At December 31, 2012, LIKE’s health
care cost trend rates were 8.00% for 2013, gradually declining to 5.50% for 2019.

A variance in the assumptions listed above could have a significant impact on accrued defmed benefit liabilities or assets, reported annual net
periodic defmed benefit costs and regulatory assets and liabilities for LG&E. While the charts below reflect either an increase or decrease in each
assumption, the inverse of the change would impact the accrued defmed benefit liabilities or assets, reported annual net periodic defmed benefit
costs and regulatory assets and liabilities for LG&E by a similar amount in the opposite direction. The sensitivities below reflect an evaluation of
the change based solely on a change in that assumption and does not include income tax effects.

At December 31, 2012, the defmed benefit plans were recorded as follows:

Pension tiabiities $ 102
Oilier poetretfresnent benefit liabilities 81

The following chart reflects the sensitivities in the December 31, 2012 Balance Sheet associated with a change in certain assumptions based on
LG&E’s primary defmed benefit plans.

Increase (Decreaae)
Impact on Impact on

Change in defined benefit Impact on regulatory
Actuarial assumption assumption liabilities OCI assets

Discount Rate (0.25)% $ 21 $ 21
Rate of Cosnpensation Increase 0.25% 2 2
Health Care Cost Trend Rate (a) 1% 1

Only impacts other postretfresnerst benefits.

In 2012, LG&E recognized net periodic defmed benefit costs charged to operating expense of $18 million. This amount represents a $3 million
decrease from 2011. This decrease in expense for 2012 was primarily attributable to the increase in the expected return on plan assets resulting
from pension contributions of $21 million, a reduction in the amortization of outstanding losses and lower interest cost.

The following chart reflects the sensitivities in the 2012 Statement of Income (excluding income tax effects) associated with a change in certain
assumptions based on LG&E’s primary defmed benefit plans.

Actuarial assumption Change in assumption Impact on defined benefit costa

Discount Rate (0.25)% $ 2
Expected Return on Plan Assets (0.25)%
Rate of Cosnpensation Increase 0.25%
Health Care Cost Trend Rate (a) 1%

(a) Only impacts other postresireinens benefits.
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Asset Impairment (Excluding Investments)

Impairment analyses are performed for long-lived assets that are subject to depreciation or amortization whenever events or changes in
circumstances indicate that a long-lived assets carrying amount may not be recoverable. For these long-lived assets classified as held and used,

ch events or changes in circumstances are:

• a significant decrease in the market price of an asset;
• a significant adverse change in the extent or manner in which an asset is being used or in its physical condition;
• a significant adverse change in legal factors or in the business climate;
• an accumulation of costs significantly in excess of the amount originally expected for the acquisition or construction of an asset;
• a current-period operating or cash flow loss combined with a history of losses or a forecast that demonstrates continuing losses; or
• a current expectation that, more likely than not, an asset will be sold or otherwise disposed of significantly before the end of its previously

estimated useful life.

For a long-lived asset classified as held and used, impainnent is recognized when the carrying amount of the asset is not recoverable and exceeds
its fair value. The carrying amount is not recoverable if it exceeds the sum of the undiscounted cash flows expected to result from the use and
eventual disposition of the asset. If the asset is impaired, an impairment loss is recorded to adjust the asset’s carrying amount to its estimated fair
value. Management must make significant judgments to estimate future cash flows including the useful lives of long-lived assets, the fair value of
the assets and management’s intent to use the assets. Alternate courses of action are considered to recover the carrying amount of a long-lived
asset, and estimated cash flows from the “most likely” alternative are used to assess impairment whenever one alternative is clearly the most likely
outcome. If no alternative is clearly the most likely, then a probability-weighted approach is used taking into consideration estimated cash flows
from the alternatives. For assets tested for impairment as of the balance sheet date, the estimates of future cash flows used in that test consider the
likelihood of possible outcomes that existed at the balance sheet date, including the assessment of the likelihood of a future sale of the
assets. That assessment is not revised based on events that occur after the balance sheet date. Changes in assumptions and estimates could result
in significantly different results than those identified and recorded in the fmancial statements.

For a long-lived asset classified as held for sale, impairment exists when the carrying amount of the asset (disposal group) exceeds its fair value
less cost to sell. If the asset (disposal group) is impaired, an impairment loss is recorded to adjust the carrying amount to its fair value less cost to
sell. A gain is recognized for any subsequent increase in fair value less cost to sell, but not in excess of the cumulative impairment previously
recognized.

For determining fair value, quoted market prices in active markets are the best evidence. However, when market prices are unavailable, LG&E
- qonsiders all valuation techniques appropriate under the circumstances and for which market participant inputs can be obtained. Generally‘ )scounted cash flows are used to estimate fair value, which incorporates market participant inputs when available. Discounted cash flows are

Lalculated by estimating future cash flow streams and applying appropriate discount rates to determine the present value of the cash flow streams.

In 2012, LG&E did not recognize an impairment of any long-lived assets.

Goodwill is tested for impairment at the reporting unit level. LG&E’s reporting unit has been determined to be at the operating segment level. A
goodwill impainnent test is performed annually or more frequently if events or changes in circumstances indicate that the carrying amount of the
reporting unit may be greater than the unit’s fair value. Additionally, goodwill is tested for impairment after a portion of goodwill has been
allocated to a business to be disposed of.

Beginning in 2012, LG&E may elect either to initially make a qualitative evaluation about the likelihood of an impainnent of goodwill or to
bypass the qualitative assessment and directly test goodwill for impairment using a two-step quantitative test. If the qualitative evaluation
(referred to as “step zero”) is elected and the assessment results in a detennination that it is not more likely than not the fair value of the reporting
unit is less than the canying amount, the two-step quantitative impairment test is not necessaly. However, the quantitative impairment test is
required if LG&E concludes it is more likely than not the fair value of the reporting unit is less than the calTying amount based on the step zero
assessment.

When the two-step quantitative impairment test is elected or required as a result of the step zero assessment, in step one, LG&E identifies a
potential impairment by comparing the estimated fair value of LG&E (the goodwill reporting unit) with its carrying amount, including goodwill,
on the measurement date. If the estimated fair value exceeds its carrying amount, goodwill is not considered impaired. If the carrying amount
exceeds the estimated fair value, the second step is performed to measure the amount of impairment loss, if any.

171



The second step of the quantitative test requires a calculation of the implied fair value of goodwill, which is determined in the same manner as the
amount of goodwill in a business combination. That is, the estimated fair value is allocated to all of IG&E’s assets and liabilities as if LG&E had
been acquired in a business combination and the estimated fair value of LG&E was the price paid. The excess of the estimated fair value of
LG&E over the amounts assigned to its assets and liabilities is the implied fair value of goodwill. The implied fair value of LG&E’s goodwill is

en compared with the carrying amount of that goodwill. If the carrying amount exceeds the implied fair value, an impairment loss is recognized
i an amount equal to that excess. The loss recognized cannot exceed the carrying amount of LG&Es goodwill.

LG&E elected to perform the two-step quantitative inipainnent test of goodwill in the fourth quarter of 2012 and no impairment was
recognized. Management used both discounted cash flows and market multiples, which required significant assumptions, to estimate the fair
value of LG&E. Applying an appropriate weighting to both the discounted cash flow and market multiple valuations, a decrease in the forecasted
cash flows of 10%, an increase in the discount rate by 25 basis points, or a 10% decrease in the multiples would not have resulted in an
impairment of goodwill.

Loss Accruals

Losses are accrued for the estimated impacts of various conditions, situations or circumstances involving uncertain or contingent future
outcomes. for loss contingencies, the loss must be accrued if(1) information is available that indicates it is probable that a loss has been incurred,
given the lilcelthood of the uncertain future events and (2) the amount of the loss can be reasonably estimated. Accounting guidance defmes
“probable” as cases in which “the future event or events are likely to occur.” The accrual of contingencies that might result in gains is not recorded
unless recovery is assured. Potential loss contingencies for environmental remediation, litigation claims, regulatory penalties and other events are
continuously assessed.

The accounting aspects of estimated loss accruals include (1) the initial identification and recording of the loss, (2)the determination of triggering
events for reducing a recorded loss accrual and (3) the ongoing assessment as to whether a recorded loss accrual is sufficient. All three of these
aspects require significant judgment by management. Internal expertise and outside experts (such as lawyers and engineers) are used, as necessary
to help estimate the probability that a loss has been incurred and the amount (or range) of the loss.

lii 2012, no significant adjustments were made to LG&E’s existing contingencies.

Certain other events have been identified that could give rise to a loss, but that do not meet the conditions for accrual. Such events are disclosed,
but not recorded, when it is reasonably possible that a loss has been incurred. Accounting guidance defmes “reasonably possible” as cases in
which “the future event or events occurring is more than remote, but less than likely to occur.”

Vhen an estimated loss is accrued, the triggering events for subsequently adjusting the toss accrual are identified, where applicable. The
Iggering events generally occur when the contingency has been reso]ved and the actual loss is paid or written off, or when the risk of loss has

diminished or been eliminated. The following are some of the triggering events that provide for the adjustment of certain recorded loss accruals:

• Allowances for uncollectible accounts are reduced when accounts are written off afler prescribed collection procedures have been exhausted,
a better estimate of the allowance is determined or underlying amounts are ultimately collected.

• Enviromnental and other litigation contingencies are reduced when the contingency is resolved, LG&E makes actual payments, a better
estimate of the loss is determined or the loss is no longer considered probable.

Loss accruals are reviewed on a regular basis to assure that the recorded potential loss exposures are appropriate. This involves ongoing
communication and analyses with internal and external legal counsel, engineers, operation management and other parties.

See Note 15 to the financial Statements for additional information.
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Asset Retirement Obligations

LG&E is required to recognize a liability for legal obligations associated with the retirement of long-lived assets. The initial obligation is
measured at its estimated fair value. An equivalent amount is recorded as an increase in the value of the capitalized asset and allocated to expense

er the useful life of the asset. Until the obligation is settled, the liability is increased, through the recognition of accretion expense in the
tatements of Income, for changes in the obligation due to the passage of time. Since costs of removal are collected in rates, the accretion and

depreciation are offset with a regulatory credit on the income statement, such that there is no earnings impact. The regulatory asset created by the
regulatory credit is relieved when the ARO has been settled. An ARO must be recognized when incurred if the fair value of the ARO can be
reasonably estimated. See Note 21 to the Financial Statements for related disclosures.

In determining AROs. management must make significant judgments and estimates to calculate fair value. Fair value is developed using an
expected present value technique based on assumptions of market participants that considers estimated retirement costs in current period dollars
that are inflated to the anticipated retirement date and then discounted back to the date the ARO was incurred. Changes in assumptions and
estimates included within the calculations of the fair value of AROs could result in significantly different results than those identified and
recorded in the fmancial statements. Estimated ARO costs and settlement dates, which affect the carrying value of various AROs and the related
assets, are reviewed periodically to ensure that any material changes are incorporated into the estimate of the obligations. Any change to the
capitalized asset is amortized over the remaining life of the associated long-lived asset.

At December 31, 2012, LG&E had AROs comprised of current and noncurrent amounts, totaling $62 million recorded on the Balance Sheet. Of
the total amount, $39 million, or 63%, relates to LG&E’s ash ponds, landfills and natural gas mains. The most significant assumptions
surrounding AJ{Os are the forecasted retirement costs, the discount rates and the inflation rates. A variance in the forecasted retirement costs, the
discount rates or the inflation rates could have a significant impact on the ARO liabilities.

The following chart reflects the sensitivities related to LG&E’s ARO liabilities for ash ponds, landfills and natural gas mains at December 31,
2012:

Change in Impact on
Assumption ARO Liability

Retirement Cost 10% S 5
Discount Rate (0.25)%
Inflation Rate 0.25% 5

- Income Taxes

,ignilicant management judgment is required in developing the provision for income taxes, primarily due to the uncertainty related to tax
positions taken or expected to be taken in tax returns and the determination of deferred tax assets, liabilities and valuation allowances.

Significant management judgment is required to determine the amount of benefit recognized related to an uncertain tax position. Tax positions are
evaluated following a two-step process. The first step requires an entity to determine whether, based on the technical merits supporting a
particular tax position, it is more likely than not (ureater than a 50% chance) that the tax position will be sustained. This determination assumes
that the relevant taxing authority will examine the tax position and is aware of all the relevant facts surrounding the tax position. The second step
requires an entity to recognize in the financial statements the benefit of a tax position that meets the more-likely-than-not recognition
criterion. The benefit recognized is measured at the largest amount of benefit that has a likelihood of realization upon settlement that exceeds
50%. Management considers a number of factors in assessing the benefit to be recognized, including negotiation of a settlement.

On a quarterly basis, uncertain tax positions are reassessed by considering information known at the reporting date. Based on management’s
assessment of new information, a tax benefit may subsequently be recognized for a previously unrecognized tax position, a previously recognized
tax position may be derecognized. or the benefit of a previously recognized tax position may be remeasured. The amounts ultimately paid upon
resolution of issues raised by taxing authorities may differ materially from the amounts accrued and may materially impact the fmancial
statements in the future.

At December 31, 2012, LG&E’s existing reserve exposure to either increases or decreases in unrecognized tax benefits during the next 12 months
is less than $1 million. This change could result from subsequent recognition, derecognition and/or changes in the measurement of uncertain tax
positions. The events that could cause these changes are direct settlements with taxing authorities, litigation, legal or administrative guidance by
relevant taxing authorities and the lapse of an applicable statute of limitation.
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The balance sheet classification of unrecognized tax benefits and the need for valuation allowances to reduce deferred tax assets also require
significant management judgment. Unrecognized tax benefits are classified as current to the extent management expects to settle an uncertain tax
position by payment or receipt of cash within one year of the reporting date. Valuation allowances are initially recorded and reevaluated each
reporting period by assessing the lilcelthood of the ultimate realization of a deferred tax asset. Management considers a number of factors in

(Nsessing the realization of a deferred tax asset, including the reversal of temporary differences, future taxable income and ongoing prudent and
..:asible tax planning strategies. Any tax planning strategy utilized in this assessment must meet the recognition and measurement criteria utilized

to account for an uncertain tax position. See Note 5 to the Financial Statements for related disclosures.

Regulatory Assets and Liabilities

LG&E is a cost-based rate-regulated utility. As a result, the effects of regulatory actions are required to be reflected in the fmancial
statements. Assets and liabilities are recorded that result from the regulated ratemaking process that may not be recorded under GAAP for non-
regulated entities. Regulatory assets generally represent incurred costs that have been deferred because such costs are probable of future recovery
in regulated customer rates. Regulatory liabilities are recognized for amounts expected to be returned through future regulated customer rates. In
certain cases, regulatory liabilities are recorded based on an understanding with the regulator that rates have been set to recover costs that are
expected to be incurred in the future, and the regulated entity is accountable for any amounts charged pursuant to such rates and not yet expended
for the intended purpose. The accounting for regulatory assets and liabilities is based on specific ratemaking decisions or precedent for each
transaction or event as prescribed by the FERC and the KPSC.

Management continually assesses whether the regulatory assets are probable of future recovery by considering factors such as changes in the
applicable regulatory and political environments, the ability to recover costs through regulated rates, recent rate orders to other regulated entities
and the status of any pending or potential deregulation legislation. Based on this continual assessment, management believes the existing
regulatory assets are probable of recovery. This assessment reflects the current political and regulatory climate at the state and federal levels, and
is subject to change in the future. If future recovery of costs ceases to be probable, then asset write-off would be required to be recognized in
operating income. Additionally, the regulatory agencies can provide flexibility in the manner and timing of the depreciation of PP&E and
amortization of regulatory assets.

At December 31, 2012, LG&E had regulatory assets of $419 million and regulatory liabilities of $475 million. All regulatory assets are either
currently being recovered under specific rate orders, represent amounts that are expected to be recovered in future rates or benefit future periods
based upon established regulatory practices.

See Note 6 to the Financial Statements for additional information on regulatory assets and liabilities.

Other Information

1PL’s Audit Committee has approved the independent auditor to provide audit, tax and other services permitted by Sarbanes-Oxley and SEC
rules. The audit services include services in connection with statutory and regulatory filings, reviews of offering documents and registration
statements, and internal control reviews. See “Item 14. Principal Accounting fees and Services” for more information.
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KENTUCKY UTILITIES COMPANY

Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

e information provided in this Item 7 should be read in conjunction with KU’s financial Statements and the accompanying Notes. Capitalized
nns and abbreviatiom are defined in the glossary. Dollars are in millions, unless otherwise noted.

“Managements Discussion and Analysis of Financial Condition and Results of Operations” includes the following information:

• “Overview” provides a description of KU and its business strategy, a summary of Net Income and a discussion of certain events related to
KU’s results of operations and financial condition.

• “Results of Operations” provides a summary of KU’s earnings and a description of key factors expected to impact future earnings. This
section ends with explanations of significant changes in principal items on KU’s Statements of income, comparing 2012 with 2011 and
2011 with 2010.

• ‘Financial Condition - Liquidity and Capital Resources” provides an analysis of KU’s liquidity position and credit profile. This section
also includes a discussion of forecasted sources and uses of cash and rating agency actions.

• “Financial Condition - Risk Management” provides an explanation of KU’s risk management programs relating to market and credit risk.

• “Application of Critical Accounting Policies” provides an overview of the accounting policies that are particularly important to the
results of operations and financial condition of KU and that require its management to make significant estimates, assumptions and other
judgments of matters inherently uncertain.

Overview

Introduction

KU, headquartered in Lexington, Kentucky, is a regulated utility engaged in the generation, transmission, distribution and sale of electric energy
in Kentucky, Virginia and Teimessee. KU and its affiliate, LG&E, are wholly owned subsidiaries of LKE. LIKE, a holding company, became a
wholly owned subsidiary of PPL when PPL acquired all of LIKE’s interests from E.ON US Investments Corp. on November 1, 2010. following
the acquisition, both KU and LG&E continue operating as subsidiaries of LIKE, which is now an intermediary holding company in PPL’s group of

mpanies. Refer to “item 1. Business - Background for a description of KU’s business.

Business Strategy

KU’s overall strategy is to provide reliable, safe, competitively priced energy to its customers and reasonable returns on regulated investments to
its shareowner.

A key objective for KU is to maintain a strong credit profile through managing financing costs and access to credit markets. KU continually
focuses on maintaining an appropriate capital structure and liquidity position.

Successor and Predecessor Financial Presentation

KU’s Financial Statements and related financial and operating data include the periods before and after PPL’s acquisition of LKE on November 1,
2010 and have been segregated to present pre-acquisition activity as the Predecessor and post-acquisition activity as the Successor. Certain
accounting and presentation methods were changed to acceptable alternatives to conform to PPL’s accounting policies, and the cost bases of
certain assets and liabilities were changed as of November 1,2010 as a result of the application of push-down accounting. Consequently, the
fmancial position, results of operations and cash flows for the Successor periods are not comparable to the Predecessor periods; however, the core
operations of KU have not changed as a result of the acquisition.
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Financial and Operational Developments

Net Income

Income for 2012, 2011 and 2010 was $137 million, $178 million and $175 million. Earnings in 2012 decreased 23% from 2011 and earnings
i2011 increased 2% from 2010.

See “Results of Operations” for a discussion and analysis of KU’s earnings.

Rate Case Proceedings

In June 2012, KU filed a request with the KPSC for an increase in annual base electric rates of approximately $82 million. In November 2012,
KU along with all of the parties filed a unanimous settlement agreement. Among other things, the settlement provided for increases in annual
base electric rates of $51 million. The settlement agreement also included revised depreciation rates that result in reduced annual depreciation
expense of approximately $10 million. The settlement agreement included an authorized return on equity of 10.25%. On December 20, 2012, the
KPSC issued an order approving the provisions in the settlement agreement. The new rates became effective on January 1, 2013.

Equity Method Investment

KU oviis 20% of the common stock of EEl. Through a power marketer affiliated with its majority owner, EEl sells its output to third parties.
KU’s investment in EEl is accounted for under the equity method of accounting. KU’s direct exposure to loss as a result of its involvement with
EEl is generally limited to the value of its investment. During the fourth quarter of 2012, KU concluded that an other-than-temporary decline in
the value of its investment in EEl had occurred. Accordingly, KU recorded a $15 million impairment charge, net of taxes, related to this
investment as of December 31, 2012, bringing the investment balance to zero. The impairment charge is shown in the line “Other-Than-
Temporary Impairments” on the Statement of Income for the year ended December 31, 2012.

Commercial Paper

In february 2012, KU established a commercial paper program for up to $250 million to provide an additional fmancing source to fund its short-
term liquidity needs, if and when necessary. Conimercial paper issuances are supported by KU’s Syndicated Credit facility. At December 31,
2012, KU had $70 million of commercial paper outstanding.

Terminated Bluegrass CTs Acquisition

September 2011, KU and LG&E entered into an asset purchase agreement with Bluegrass Generation for the purchase of the Bluegrass CTs,
aggregating approximately 495 MW, plus limited associated contractual arrangements required for operation of the units, for a purchase price of
$110 million, pending receipt of applicable regulatory approvals. In May 2012, the KPSC issued an order approving the request to purchase the
Bluegrass CTs. In November 2011, KU and LG&E filed an application with the FERC under the federal Power Act requesting approval to
purchase the Bluegrass CTs. In May 2012, the FERC issued an order conditionally authorizing the acquisition of the Bluegrass CTs, subject to
approval by the FERC of satisfactory mitigation measures to address market-power concerns. After a review of potentially available mitigation
options. KU and LG&E determined that the options were not commercially justifiable. In June 2012, KU and LG&E terminated the asset
purchase agreement for the Bluegrass CTs in accordance with its terms and made applicable filings with the KPSC and FERC.

Cane Run Unit 7 Construction

In September 2011, KU and LG&E filed a CPCN with the KPSC requesting approval to build Cane Run Unit 7. In May 2012, the KPSC issued
an order approving the request. KU will own a 78% undivided interest and LG&E will own a 22% undivided interest in the new generating
unit. A formal request for recovery of the costs associated with the construction was not included in the CPCN filing with the KPSC but is
expected to be included in future rate case proceedings. KU and LG&E commenced preliminary construction activities in the third quarter of
2012 and project construction is expected to be completed by May 2015. The project, which includes building a natural gas supply pipeline and
related transmission projects, has an estimated cost of approximately $600 million.

In conjunction with this construction and to meet new, more stringent EPA regulations with a 2015 compliance date, KU anticipates retiring two
older coal-fired electric generating units at the Green River plant, which have a combined summer capacity rating of 163 MW. In addition, KU
retired the remaining 71 MW unit at the Tyrone plant in February 2013.
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Future Capacity Needs

In addition to the construction of a combined cycle gas unit at the Cane Run station, KU and LG&E continue to assess future capacity needs. As a
art of the assessment, KU and LG&E issued an RFP in September 2012 for up to 700 MW of capacity beginning as early as 2015.

Results of Operations

As previously noted, KUs results for the periods afier October 31, 2010 are on a basis of accounting different from its results for periods prior to
November 1, 2010. See Overview - Successor and Predecessor Financial Presentation’ for further information.

The utility business is affected by seasonal weather. As a result, operating revenues (and associated operating expenses) are not generated evenly
throughout the year. Revenue and earnings are generally higher during the first and third quarters and lower during the second and fourth quarters
due to weather.

The following table summarizes the significant components of net income for 2012, 2011 and 2010 and the changes therein:

Earnings
Successor Predecessor

Two Months Ten Months
Year Ended Year Ended Ended Ended

December 31, December 31, December 31, October 31,
2012 2011 2010 2010

Net Income $ 137 $ 178 $ 35 $ 140

The changes in the components of Net Income between these periods were due to the following factors, which reflect reclassifications for items
included in Margins and certain items that management considers special.

2012 vs. 2011 2011 vs. 2010

Margins $ (10) $ 52
Other operation and maintenance (16) (12)
Depreciation (6) (28)
Taxes, other titan income (4) (9)( cther Income (Expense) - net (7) (2)

terest Expense 1 8
4lcome Taxes 16 (6)
Special items, after-tax (15)

________________

Total S (41) $ 3

As a result of low energy prices and enviroimiental regulations, KU assessed the recoverability of its equity method investment in EEl. KU
determined it was impaired, and recorded a $15 million impairment charge, net of taxes, as of December 31, 2012. This impairment is considered
a special item by management.

• See “Statement of Income Analysis - Margins - Changes in Non-GAAP Financial Measures” for an explanation of Margins.

• Higher other operation and maintenance in 2012 compared with 2011 primarily due to $8 million of higher coal plant maintenance costs
related to an increased scope of scheduled outages and a $6 million credit to establish a regulatory asset recorded when approved in 2011
related to 2009 storm costs.

Higher other operation and maintenance in 2011 compared with 2010 primarily due to $19 million of higher coal plant maintenance costs
related to an increased scope of scheduled outages and higher variable costs from increased generation due to TC2 commencing dispatch in
January 2011. This increase was partially offset by a $6 million credit to establish a regulatory asset recorded when approved in 2011 related
to 2009 storm costs.

• Higher depreciation in 2011 compared with 2010 primarily due to TC2 commencing dispatch in January 2011.
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• Lower interest expense in 2011 compared with 2010 primarily due to $18 million less expense primarily related to lower interest rates on the
first mortgage bonds issued in November 2010 compared with the rates on the loans from E.ON AG affiliates in place through October
2010. IThis decrease was partially offset by $8 million of higher expense resulting from higher long-term debt balances.

Lower income taxes in 2012 compared with 2011 primarily due to lower pre-tax income.

2013 Outlook

Excluding special items, KU projects higher earnings in 2013 compared with 2012, primarily driven by electric base rate increases effective
January 1, 2013, returns on additional environmental capital investments and retail load growth, partially offset by higher operation and
maintenance.

Earnings in future periods are subject to various risks and uncertainties. See “Forward-Looking Information,” Item 1. Business,’ “Item 1A. Risk
Factors,” the rest of this Item 7 and Notes 6 and 15 to the Financial Statements for a discussion of the risks, uncertainties and factors that may
impact future earnings.

Statement of Income Analysis--

Margins

Non-GAAP Financial Measure

The following discussion includes financial information prepared in accordance with GAAP, as well as a non-GAAP financial measure,
“Margins.” Margins 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. Margins is a
single financial performance measure of KU’s electricity generation, transmission and distribution operations. In calculating this measure, fuel
and energy purchases are deducted from revenues. In addition, utility revenues and expenses associated with approved cost recovery mechanisms
are offset. These mechanisms allow for recovery of certain expenses, returns on capital investments primarily associated with enviromnental
regulations and performance incentives. Certain costs associated with these mechanisms, primarily ECR and DSM, are recorded as “Other
operation and maintenance” and “Depreciation.” As a result, this measure represents the net revenues from KU’s operations. This performance
measure is used, in conjunction with other information, internally by senior management to manage operations and analyze actual results
compared with budget.

( ‘conciliation of Non-GAAP Financial Measures

The following tables reconcile “Operating Income” to “Margins” as defined by KU for 2012, 2011 and 2010.

2012 Successor 2011 Successor
Operating Operating

Margins Other (a) Income (b) Margins Other (a) Income (b)

Operating Revenues $ 1,524 $ 1,524 $ 1,548 $ 1,548
Operating Expenses

fuel 498 498 516 516
Energy purchases 109 109 112 112
Other operation and maintenance 55 $ 329 384 49 $ 313 362
Depreciation 49 144 193 4$ 13$ 186
Taxes, other than income

_______________

23 23 19 19
Total Operating Expenses 711 496 1,207 725 470 1,195

Total $13 8 (496) $ 317 S $23 S (470) $ 353
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(‘serating Revenues
Jperating Expenses

Fuel
Energy purchases
Other operation and maintenance
Depreciation
Taxes, other than income

Total Operating Expenses

Total

Successor
Two Months Ended December 31, 2010

Operating
Margins Other (a) Income (b)

$ 263 $ 263

78
28 28

6 $ 59 65
6 20 26

________

I I
11$ 80 198

$ 145 S (80) $ 65

78

Predecessor
Ten Months Ended October 31,2010

Operating
Margins Other (a) Income (b)

$ 1,248 $ 1.248

417
147

417
147

29 $ 242 271
29 90 119

9 9
622 341 963

$ 626 $ (341) $ 285

(a) Represents amounts excluded from Margins.
(5) As reported on the Statements of income.

Changes in Non-GAAP Financial Measures

Margins decreased by $10 million for 2012 compared with 2011, primarily due to $10 million of lower retail margins, as volumes were impacted
by unseasonably mild weather during the first four months of2012. Total heating degree days decreased 9% compared to 2011, partially offset by
a 4% increase in cooling degree days.

Margins increased by $52 million for 2011 compared with 2010. New KPSC rates went into effect on August 1, 2010, contributing to an
additional $64 million in operating revenue over the prior year. Partially offsetting the rate increase were lower retail volumes resulting from
weather and economic conditions.

Other Operation and Maintenance

The increase (decrease) in other operation and maintenance was due to:

Coal plant maintenance (a)
Distribution maintenance (5)
dmiinstrative and general (c)
‘el for generation (d)

,leam operation (e)
Other generation maintenance
Other

Total

10
(2)

2 (4)
$ 22 $ 26

(a) Coal plant maintenance costs increased in 2012 compared with 2011 primarily due to $8 million of expenses related to an increased scope of scheduled outages, as well as $5
million of increased maintenance on the scrubber system and prhnaiy fuel combustion syssetn at the Ghent plant.

Coal plant maintenance costs increased in 2011 compared with 2010 primarily due to $8 million of expenses related to an increased scope of scheduled otilages.
(b) Distribution maintenance increased in 2012 compared witls 2011 primarily due to a $6 million credit to establish a regulatory asset recorded when approved in 2011 related to

2009 storm costs.
(c) Administrative and general costs decreased in 2012 compared with 2011 primarily due to a decrease in pension expense resulting from pension funding and lower interest cost.

Administrative and general costs increased in 2011 compared with 2010 dtie to higher outside services costs of $2 million, higher labor costs of $1 million and higher pension
costs of $1 million.

(d) Fuel handling costs are included in other operation and maintenance on the Statements of Income for the Successor periods and are in fuel on the Statement of Income for the
Predecessor period.

(e) Steam operation costs increased in 2011 compared with 2010 due to increased generation as a result of TC2 commencing dispatch in 2011.

2012 vs.2011 2011 vs. 2010

$ 17 $ 9
8

(5) 7
6
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Depreciation

The increase (decrease) in depreciation was due to:

2012 vs. 2011 2011 vs. 2010

TC2 (dispatch began in January 2011) $ 25
1W. Brown sulfur dioxide scrubber equipment (placed in-service in June 2010) $
Other additions to PP&E $

_______________

Total $ $ 41

Taxes, Other Than Income

Taxes, other than income increased by $9 million in 2011 compared with 2010, primarily due to a $5 million state coal tax credit that was applied
to 2010 property taxes. The remaining increase was due to higher assessments, primarily from significant property additions.

Other Income (Expense) - net

Other income (expense) - net decreased by $7 million in 2012 compared with 2011 primarily due to $8 miLlion losses from the EEl investment
recorded in 2012.

Other-Than-Temporary Impairments

Other-than-temporary impairments increased by $25 million in 2012 compared with 2011 due to the $25 million pre-tax impairment of the EEl
investment. See Notes 1 and 18 to the financial Statements for additional information.

Interest Expense

Interest expense decreased by $8 million in 2011 compared with 2010, primarily due to $18 million less expense primarily related to lower
interest rates on the first mortgage bonds issued in November 2010 compared with the rates on the loans from E.ON AG affiliates in place through
October 2010. This decrease was partially offset by $8 million of higher expense resulting from higher long-term debt balances.

Income Taxes

(‘)come taxes decreased by $26 million in 2012 compared with 2011, primarily due to the decrease in pre-tax income.

Income taxes increased by $6 million in 2011 compared with 2010, primarily due to the increase in pre-tax income.

Financial Condition

Liquidity and Capital Resources

KU expects to continue to have adequate liquidity available through operating cash flows, cash and cash equivalents, its credit facilities and
commercial paper issuances. Additionally, subject to market conditions, KU currently plans to access capital markets in 2013.

KU’s cash flows from operations and access to cost-effective bank and capital markets are subject to risks and uncertainties including, but not
limited to:

• changes in commodity prices that may increase the cost of producing or purchasing power or decrease the amount KU receives from selling
power;

• operational and credit risks associated with selling and marketing products in the wholesale power markets;
• unusual or extreme weather that may damage KIJs transmission and distribution facilities or affect energy sales to customers;
• reliance on transmission facilities that KU does not own or control to deliver its electricity;
• unavailability of generating units (due to unscheduled or longer-than-anticipated generation outages, weather and natural disasters) and the

resulting loss of revenues and additional costs of replacement electricity;
• the ability to recover and the timeliness and adequacy of recovery of costs associated with regulated utility businesses;
• costs of compliance with existing and new environmental laws;
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• any adverse outcome of legal proceedings and investigations with respect to KU’s current and past business activities;
• deterioration in the fmancial markets that could make obtaining new sources of bank and capital markets funding more difficult and more

costly; and
a downgrade in KU’s credit ratings that could adversely affect its ability to access capital and increase the cost of credit facilities and any new
debt.

See “Item IA. Risk Factors for further discussion of risks and uncertainties affecting KIYs cash flows.

At December 31, KU had the following:

2012 2011 2010

Cash and casts equivalents $ 21 $ 31 $ 3

Shop-term debt (a) $ 70

(a) Represents borrowings made under KU’s commercial paper program. See Note 7 to the financial Statements for additional information.

The changes in KU’s cash and cash equivalents position resulted from:

Successor Predecessor
Two Months Ten Months

Year Ended Year Ended Ended Ended
December 31, December 31, December 31, October 31,

2012 2011 2010 2010

Net cash provided by operating activities $ 500 $ 444 $ 30 $ 344
Net cash provided by (used in) investing activities (480) (279) ($9) (340)
Net cash provided by (used in) fmancing activities (30) (137) 58 (2)
Net Increase (Decrease) in Cash and Cash Equivalents $ (10) $ 2$ $ (1) $ 2

Operating Activities

Net cash provided by operating activities increased by 13%, or $56 million, in 2012 compared with 2011, primarily as a result of:

Other operating cash flows increased by $45 million driven by a $29 million reduction in pension funding.
Working capital cash flows increased by $11 million driven by lower income tax payments as a result of lower taxable income in 2012, offset
by changes in receivables and unbilled revenues due to milder December weather in 2011 than in 2012 and 2010.

Net cash provided by operating activities increased by 19%, or $70 million, in 2011 compared with 2010, primarily as a result of:

• an increase in net income adjusted for non-cash effects of $115 million (deferred income taxes and investment tax credits of $81 million and
depreciation of $41 million, partially offset by defmed benefit plans - expense of $2 million and other noncash items of $19 million);

• a net decrease in working capital related to unbilled revenues of $21 million due to colder weather in December 2010 as compared with
December 2009, and milder weather in December 2011 as compared with December 2010; partially offset by

• an increase in discretionary defmed benefit plan contributions of $30 million made in order to achieve KU’s long-term funding requirements;
• the timing of ECR collections of $28 million; and
• an increase in cash outflows related to accrued taxes of $28 million due to an accrual in excess of payments made in 2010 for the 2010 tax

year and the payment of the 2010 tax liability in 2011, along with payments made in 2011 over the accrual for the 2011 tax year.
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Investing Activities

Net cash used in investing activities increased by 72%, or $201 million, in 2012 compared with 2011, as a result of an increase in capital
expenditures of $201 million, primarily due to coal combustion residuals projects at Ghent and E.W. Brown, construction of Cane Run Unit 7 and

Fient environmental air projects.

See “Forecasted Uses of Cash for detail regarding projected capital expenditures for the years 2013 through 2017.

Net cash used in investing activities decreased by 35%, or $150 million, in 2011 compared with 2010, as a result of a decrease in capital
expenditures of $150 million primarily due to the completion of KU’s scrubber program in 2010 and 1C2 being dispatched in 2011.

Financing Activities

Net cash used in fmancing activities was $30 million in 2012 compared with net cash provided by fmancing activities of $137 million in 2011,
primarily as a result of less long-term debt issuances and higher dividends to LKE.

In 2012, cash used in financing activities consisted of:

• the payment of common stock dividends to LKE of $100 million; partially offset by
• the issuance of short-term debt in the form of commercial paper $70 million.

Net cash used in financing activities was $137 million in 2011 compared with net cash provided by financing activities of $56 million in 2010,
primarily as a result of less long-term debt issuances and higher dividends to LKE.

In 2011, cash used in financing activities consisted of:

• the payment of common stock dividends to LKE of $124 million;
• a net decrease in notes payable with affiliates of $10 million; and
• the payment of debt issuance and credit facility costs of $3 million.

In the two months of 2010 following the acquisition, cash provided by fmancing activities of the Successor consisted of:

the issuance of first mortgage bonds of $1,489 million after discounts; and
the issuance of debt of $1,331 million to a PPL affiliate to repay debt due to an E.ON AG affiliate upon the closing of PPL’s acquisition of
LKE; partially offset by
the repayment of debt to an E.ON AG affiliate of $1,331 million upon the closing of PPL’s acquisition of LKE;

• the repayment of debt to a PPL affiliate of $1,331 million upon the issuance of first mortgage bonds;
• a net decrease in notes payable with affiliates of $83 million; and
• the payment of debt issuance and credit facility costs of 517 million.

In the ten months of 2010 preceding PPL’s acquisition of LKE, cash used in financing activities by the Predecessor consisted of:

• the payment of common stock dividends to LKE of $50 million; partially offset by
• a net increase in notes payable with affiliates of 548 million.

See “forecasted Sources of Cash” for a discussion of KU’s plans to issue debt securities, as well as a discussion of credit facility capacity available
to KU. Also see “Forecasted Uses of Cash” for a discussion of plans to pay dividends on common securities in the future, as well as maturities of
long-term debt.

KU had no long-term debt securities activity during the year.

See Note 7 to the Financial Statements for additional information about long-term debt securities.
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Auction Rate Securities

At December 31, 2012, KU’s tax-exempt revenue bonds that are in the form of auction rate securities and total $96 million continue to experience
failed auctions. Therefore, the interest rate continues to be set by a formula pursuant to the relevant indentures, for the period ended

cember 31, 2012, the weighted-average rate on KU’s auction rate bonds in total was 0.25%.

forecasted Sources of Cash

KU expects to continue to have sufficient sources of cash available in the near term, including various credit facilities, its commercial paper
program, issuance of debt securities and operating cash flow.

Credit facilities

At December 31. 2012, KU’s total committed borrowing capacity under its credit facilities and the use of this boffowing capacity were:

Commercial Letters of Unused
Capacity Paper Issued Credit Issued Capacity

Syndicated Credit Facility (a) (d) $ 400 $ 70 $ 330
Lener of Credit Facility (b) (d) 198

_________________

S 198

_________________

Total Credit Facilities (c) $ 598 $ 70 $ 198 $ 330

(a) In November 2012. KU amended its Syndicated Credit Facility to extend the expiration date to November 2017.
(b) In August 2012. the KU letter of credit facility agreetnent was amended and restated to allow for certain payments under the letter of credit facility to be converted to loans rather

than requiring ünmediate payment.
(c) The commitments under KUs credit facilities are provided by a diverse bank group, with no one bank and its affiliates providing an aggregate commitment of more than 19% of

the total committed capacity available to KU.
(d) KU pays customary fees under its syndicated credit facility as well as its letter of credit facility, and borrowings generally bear interest at LmoR-based rates plus an applicable

margin.

KU participates in an intercompany money pool agreement whereby LKE andlor LG&E make available to KU funds up to $500 million at an
interest rate based on a market index of commercial paper issues. At December 31, 2012 there was no balance outstanding.

See Note 7 to the Financial Statements for further discussion of KU’s credit facilities.

•?feratin Leases

1(U also has available funding sources that are provided through operating leases. KU leases office space and certain equipment. These leasing
structures provide KU additional operating and fmancing flexibility. The operating leases contain covenants that are typical for these agreements,
such as maintaining insurance, nlaintamrng corporate existence and timely payment of rent and other fees.

See Note 11 to the Financial Statements for further discussion of the operating leases.

Capital Conttibwionsfroiu LKE

from time to time LKI may tnake capital contributions to KU. KU may use these contributions to fund capital expenditures and for other general
corporate purposes.

Long-term Debt Securities

KU currently plans to issue, subject to market conditions, up to $300 million of first mortgage bond indebtedness in 2013, the proceeds of which
will be used to fund capital expenditures and for other general corporate purposes.

Forecasted Uses of Cash

In addition to expenditures required for normal operating activities, such as purchased power. payroll, fuel and taxes, KU currently expects to
incur future cash outflows for capital expenditures, various contractual obligations, payment of dividends on its common stock and possibly the
purchase or redemption of a portion of debt securities.
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Capital Expenditures

The table below shows KU’s current capital expenditure projections for the years 2013 through 2017.

Projected
2013 2014 2015 2016 2017

Capital expenditures (a)
Generating facilities $ 289 $ 140 $ 136 $ 251 $ 308
Distribution facilities 89 87 97 92 107
Trsnamiasion facilities 48 37 40 40 61
Environmental 331 386 264 106 65
Other 27 24 25 27 22

Total Capital Expenditures $ 784 $ 674 $ 562 $ 516 $ 563

(a) KU generally expects to recover these costs over a period equivalent to the related depreciable lives of the assets Uwougls rates. Tbe 2013 totsl excludes asnounts included in
accounts payable as of December 31, 2012.

KU’s capital expenditure projections for the years 2013 through 2017 total approximately $3.1 billion. Capital expenditure plans are revised
periodically to reflect changes in operational, market and regulatory conditions. This table includes current estimates for Kits environmental
projects related to existing and proposed EPA compliance standards. Actual costs may be significantly lower or higher depending on the fmal
requirements and market conditions. Environmental compliance costs incurred by KU in serving KPSC jurisdictional customers are generally
eligible for recovery through the ECR mechanism.

KU plans to band its capital expenditures in 2013 with cash on hand, cash from operations, short-term debt and issuance of debt securities.

Contractual Obligations

KU has assumed various financial obligations and commitments in the ordinary course of conducting its business. At December 31, 2012, the
estimated contractual cash obligations of KU were:

Total 2013 2014-2015 2016 -2017 After 2017

Long-tennDebt(a) $ 1,851 $ 250 $ 1,601
Interest on Long-tenn Debt (b) 1,481 $ 64 130 $ 126 1,16]
Operating Lessee (c) 51 9 15 9 18

(coal

and Natural Gas Purchase

‘) Obligations(d) 1,046 411 479 156 -

,mconditional Power Purchase
Obligations (e) 319 9 18 20 272

Construction Obligations (1’) 1,023 455 366 202
Pendon nenefit Plan Obligations (g) 59 59
Other Obligations (Is) 21 5 9 6

______________________

Total Contractual Cash Obligations $ 5.851 $ 1,012 $ 1.267 $ 519 $ 3,053

(a) Reflects principal tnsnsrities only based on stated tnsturity dates. See Note 7 to she Financial 5tatements for a discussion of variable-rate retnarketable bonds isstLed on behalf of
KU. KU has no capital lease obligations.

(b) Asstunes interest payments through stated maturity. The payments herein are subject to change, as payments for debt that is or becomes variable-rate debt have been estimated.
(c) See Note Ilto the Financial Statements for additional infonnation.
(d) Represents contracts to purchase coal, natural gas and natural gas transportation. See Note 15 to the Financial Statements for additional infonnation.
(e) Represents future minimtun payments tinder OVEC power purchase agreements through June 2040. See Note 15 to the Financial Statements for additional infonnation.
(0 Represents construction cousmitments, including cotmnitments for Use Ghent environmental air projects, Cane Run Unit 7 and Ohent landfill which are also reflected in the

Capital Expenditures table presented above.
(g) nased on the current fissded status of LKE’s qualified pension plan. which covers KU employees, no cash contributions are required. See Note 13 to the Financial Statements for

a discussiott of expected contributions,
(h) Represents other contrscntnl obligations.

Dividends

From time to time, as determined by its Board of Directors, KU pays dividends to its sole shareholder. LKE.

As discussed in Note 7 to the Financial Statements, KU’s ability to pay dividends is limited urtder a covenant in its $400 million revolving line of
credit facility. This covenant restricts the debt to total capital ratio to not more than 70%. See Note 7 to the Financial Statements for other
restrictions related to distributions on capital interests for KU.
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Purchase or Redemption ofDebt Securities

KU will continue to evaluate purchasing or redeeming outstanding debt securities and may decide to take action depending upon prevailing
market conditions and available cash.

Aatng Agency Actions

Moody’s, S&P and Fitch periodically review the credit ratings on the debt securities of KU. 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 KU are based on information provided by KU and other sources. The ratings of Moody’s, S&P and Fitch are not a
recommendation to buy, sell or hold any securities of KU. 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. The credit ratings of KU affect its
liquidity, access to capital markets and cost of borrowing under its credit facilities.

The following table sets forth KU’s security credit ratings as of December 31, 2012.

Senior Unsecured Senior Secured Commercial Paper

issuer Moody’s S&P Fitch Moody’s S&P Fitch Moody’s S&P Fitch

Kentucky Utilities A A2 A- A+ P-2 A-2 F-2

In addition to the credit ratings noted above, the rating agencies took the following actions related to KU:

In February 2012, Fitch assigned ratings to KU’s newly established commercial paper program.

In March 2012, Moody’s affirmed the following ratings:
• the long-term ratings of the First Mortgage Bonds for KU;
• the issuer ratings for KU; and
• the bank loan ratings for KU.

also in March 2012, Moody’s and S&P each assigned short-term ratings to KU’s newly established commercial paper program.

December 2012, Fitch affirmed the issuer default ratings, individual security ratings and outlook for KU.

Ratines Triggers

KU has various derivative and non-derivative contracts, including contracts for the sale and purchase of electricity, fuel, and commodity
transportation and storage, which contain provisions requiring KU to post additional collateral, or permitting the counterparty to terminate the
contract, if KU’s credit rating were to fall below investment grade. See Note 19 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 December 31, 2012. At December 31, 2012, if KU’s credit ratings had been below investment grade, the maximum
amount that KU would have been required to post as additional collateral to counterparties was $21 million for both derivative and non-derivative
commodity and commodity-related contracts used in its generation and marketing operations.

Off-Balance Sheet Arrangements

KU has entered into certain agreements that may contingently require payment to a guaranteed or indemnified party. See Note 15 to the Financial
Statements for a discussion of these agreements.

Risk Management

Market Risk

See Notes 1, 18 and 19 to the Financial Statements for information about KU’s risk management objectives, valuation techniques and accounting
designations.

185



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.

(pnirnoditv Price Risk (Non-trading)

KUs rates are set by regulatory con-imissions and the fuel costs incurred are directly recoverable from customers. As a result, KU is subject to
commodity price risk for only a small portion of on-going business operations. KU sells excess economic generation to maximize the value of the
physical assets at times when the assets are not required to serve KU’s or LG&Es customers. See Note 19 to the financial Statements for
additional disclosures.

The balance and change in net fair value of KU’s commodity derivative contracts for the periods ended December 31, 2012, 2011 and 2010 were
not significant.

Interest Rate Risk

KU issues debt to fmance its operations, which exposes it to interest rate risk. KU utilizes various fmancial derivative instruments to adjust the
mix of fixed and floating interest rates in its debt portfolio when appropriate. Risk limits under KU’s risk management program are designed to
balance risk, exposure to volatility in interest expense and changes in the fair value of KU’s debt portfolio due to changes in the absolute level of
interest rates.

At December 31, 2012 and 2011, KU’s potential annual exposure to increased interest expense, based on a 10% increase in interest rates, was not
significant.

KU is also exposed to changes in the fair value of its debt portfolio. KU estimated that a 10% decrease in interest rates at December 31, 2012,
would increase the fair value of its debt portfolio by $67 million compared with $72 million at December 31, 2011.

At December 31, 2012, KU had the following interest rate hedges outstanding:

Effect of a
fair Value, 10% Adverse

Exposure Net - Asset Movement
Hedged (Liability) in Rates

Cash flow hedges
Interest Tate swaps (a) $ 150 $ 7 $ (9)

KU utilizes various risk management instruments to reduce its exposure to the expected future cash flow variability of its debt instnunents. These risks include exposure to
adverse interest rate movements for outstanding variable rate debt and for ftthtre anticipated fmancing. While KU is exposed to changes in the fair value of these instnunents,
any realized changes in the fair value of such cash flow hedges are recoverable through regulated rates and any subsequent changes in fair value of these derivatives are incitided
in regulatory assets or liabilities. Sensitivities represent a 10% adverse movement in interest rates. The positions outstanding at December 31, 2012 mature through 2043.

Credit Risk

KU is exposed to potential losses as a result of nonperfomiance by counterparties of their contractual obligations. KU maintains credit policies
and procedures to limit coimterparty credit risk including evaluating credit ratings and fmancial information along with having certain
counterparties post margin if the credit exposure exceeds certain thresholds. KU is exposed to potential losses as a result of nonpayment by
customers. KU maintains an allowance for doubtful accounts based on a historical charge-off percentage for retail customers. Allowances for
doubtful accounts from wholesale and municipal customers and miscellaneous receivables are based on specific identification by
management. Retail, wholesale and municipal customer accounts are written-off after four months of no payment activity. Miscellaneous
receivables are written-off as management determines them to be uncollectible.

Certain of KU’s derivative instruments contain provisions that require it to provide immediate and on-going collateralization of derivative
instruments in net liability positions based upon KU’s credit ratings from each of the major credit rating agencies. See Notes 1$ and 19 to the
financial Statements for information regarding exposure and the risk management activities.
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Related Party Transactions

KU is not aware of any material ownership interest or operating responsibility by senior management in outside partnerships, including leasing
ransactions with variable interest entities or other entities doing business with KU. See Note 16 to the financial Statements for additional

ormation on related party transactions.

Environmental Matters

Protection of the environment is a major priority for KU and a significant element of its business activities. Extensive federal, state and local
environmental laws and regulations are applicable to KU’s air emissions, water discharges and the management of hazardous and solid waste,
among other areas, and the costs of compliance or alleged non-compliance cannot be predicted with certainty but could be material. In addition,
costs may increase significantly if the requirements or scope of environmental laws or regulations, or similar rules, are expanded or changed from
prior versions by the relevant agencies. Costs may take the form of increased capital expenditures or operating and maintenance expenses;
monetary fmes, penalties or forfeitures or other restrictions. Many of these environmental law considerations are also applicable to the operations
of key suppliers, or customers, such as coal producers, industrial power users, etc.; and may impact the costs for their products or their demand for
KU’s services.

Physical effects associated with climate change could include the impact of changes in weather patterns, such as storm frequency and intensity,
and the resultant potential damage to KU’s generation assets and electricity transmission and distribution systems, as welt as impacts on
customers. In addition, changed weather patterns could potentially reduce annual rainfall in areas where KU has hydro generating facilities or
where river water is used to cool its fossil powered generators. KU cannot currently predict whether its businesses will experience these potential
climate change-related risks or estimate the potential cost of their related consequences.

See “Item I. Business - Environmental Matters’ and Note 15 to the Financial Statements for a discussion of environmental matters.

New Accounting Guidance

See Notes 1 and 24 to the Financial Statements for a discussion of new accounting guidance adopted and pending adoption.

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 fmancial condition or results of operations, and require estimates or, ‘ther judgments of matters inherently uncertain. Changes in the estimates or other judgments included within these accounting policies could
.sult li-i a significant change to the information presented in the Financial Statements (these accounting policies are also discussed in Note 1 to the

Financial Statements). KU’s senior management has reviewed these critical accounting policies, the following disclosures regarding their
application and the estimates and assumptions regarding them, with PPL’s Audit Committee.

Revenue Recognition - Unbilled Revenue

Revenues related to the sale of energy are recorded when service is rendered or when energy is delivered to customers. Because customers of
KU’s retail operations are billed on cycles which vary based on the timing of the actual reading of their electric meters, KU records estimates for
unbilled revenues at the end of each reporting period. Such unbilled revenue amounts reflect estimates of the amount of electricity delivered to
customers since the date of the last reading of their meters. The unbilled revenues reflect consideration of estimated usage by customer class, the
effect of different rate schedules, changes in weather, and where applicable, the impact of weather normalization or other regulatory provisions of
rate structures. In addition to the unbilled revenue accrual resulting from cycle billing, KU makes additional accruals resulting from the timing of
customer bills. The accrual of unbilled revenues in this manner properly matches revenues and related costs. At December 31, 2012 and 2011,
KU had unbilled revenue balances of $84 million and $81 million.
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Defined Benefits

KU participates in a qualified funded defmed benefit pension plan and a funded other postretirement benefit plan. These pians are applicable to
he majority of the employees of KU and are sponsored by LIKE. LIKE allocates a portion of the liability and net periodic defined benefit pension

d other postretfrement costs of the plans to KU based on its participation. KU records an asset or liability to recognize the flmded status of all
.efmed benefit plans with an offsetting entry to regulatory assets or liabilities. Consequently, the flmded status of all defmed benefit plans is frilly

recognized on the Balance Sheets. See Note 13 to the Financial Statements for additional information about the plans and the accounting for
defined benefits.

Certain assumptions are made by LKE regarding the valuation of benefit obligations and the performance of plan assets. When accounting for
defmed benefits, delayed recognition in earnings of differences between actual results and expected or estimated results is a guiding
principle. Annual net periodic defmed benefit costs are recorded in current earnings based on estimated results. Any differences between actual
and estimated results are recorded in regulatory assets and liabilities for amounts that are expected to be recovered through regulated customer
rates. These amounts in regulatory assets and liabilities are amortized to income over future periods. The delayed recognition allows for a
smoothed recognition of costs over the working lives of the employees who benefit under the plans. The primary assumptions are:

• Discount Rate - The discount rate is used in calculating the present value of benefits, which is based on projections of benefit payments to be
made in the future. The objective in selecting the discount rate is to measure the single amount that, if invested at the measurement date in a
portfolio of high-quality debt instruments, would provide the necessary future cash flows to pay the accumulated benefits when due.

• Expected Long-term Return on Plan Assets - Management projects the long-term rates of return on plan assets based on historical
performance, future expectations and periodic portfolio rebalancing among the diversified asset classes. These projected returns reduce the
net benefit costs KU records currently.

• Rate of Compensation Increase - Management projects employees’ annual pay increases, which are used to project employees’ pension
benefits at retirement.

• Health Care Cost Trend Rate - Management projects the expected increases in the cost of health care.

In selecting a discount rate for its defmed benefit plans, LIKE starts with a cash flow analysis of the expected benefit payment stream for its
plans. The plan-specific cash flows are matched against the coupons and expected maturity values of individually selected bonds. This bond
matching process begins with the full universe of Aa-rated non-callable (or callable with make-whole provisions) bonds, serving as the base from
which those with the lowest and highest yields are eliminated to develop an appropriate subset of bonds. Individual bonds are then selected based

the

timing of each plan’s cash flows and parameters are established as to the percentage of each individunl bond issue that could be
_frpothetically purchased and the surplus reinvestment rates to be assumed. At December 31, 2012, LKE decreased the discount rate for its
pension plan from 5.12% to 4.26% and decreased the discount rate for its other postretirement benefit plan from 4.78% to 3.99%.

The expected long-term rates of return for LKE’s defmed benefit pension and other postretirement benefit plans have been developed using a best-
estimate of expected returns, volatilities and correlations for each asset class. LIKE management corroborates these rates with expected long-term
rates of return calculated by its independent actuary, who uses a building block approach that begins with a risk-free rate of return with factors
being added such as inflation, duration, credit spreads and equity risk. Each plan’s specific asset allocation is also considered in developing a
reasonable return assumption. At December 31, 2012, LKE’s expected retum on plan assets decreased from 7.25% to 7.10%.

In selecting a rate of compensation increase, LIKE considers past experience in light of movements in inflation rates. At December 31, 2012,
LKE’s rate of compensation increase remained at 4.00%.

In selecting health care cost trend rates LKE considers past performance and forecasts of health care costs. At December 31, 2012, LKE’s health
care cost trend rates were 8.00% for 2013, gradually declining to 5.50% for 2019.
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A variance in the assumptions listed above could have a significant impact on accrued defmed benefit liabilities or assets, reported annual net
periodic defined benefit costs and regulatory assets and liabilities allocated to KU. While the charts below reflect either an increase or decrease in
each assumption, the inverse of the change would impact the accrued defined benefit liabilities or assets, reported annual net periodic defmed
benefit costs and regulatory assets and liabilities for KU by a similar amount in the opposite direction. The sensitivities below reflect an

6”yaluation of the change based solely on a change in that assumption and does not include income tax effects.

At December 31, 2012, the defined benefit plans were recorded as follows:

Pension liabilities $ 104
Other postretfrement benefit liabilities 53

The following chart reflects the sensitivities in the December 31, 2012 Balance Sheet associated with a change in certain assumptions based on
KU’s primary defined benefit plans.

increase (Decrease)
Impact on Impact on

Change in defined benefit Impact on regulatory
Actuarial assumption assumption liabilities OCI assets

Discount Rate (0.25)% $ 17 $ 17
Rate of Compensation Increase 0.25% 3 3
Health Care Cost Trend Rate (a) 1% 3 3

(a) Only impacts other postretfrement benefits.

In 2012 KU recognized net periodic defined benefit costs charged to operating expense of $11 million. This amount represents a $3 million
decrease from 2011. This decrease in expense for 2012 was primarily attributable to the increase in the expected return on plan assets resulting
from pension contributions of $15 million, a reduction in the amortization of outstanding losses and lower interest cost.

The following chart reflects the sensitivities in the 2012 Statement of Income (excluding income tax effects) associated with a change in certain
assumptions based on KU’s primary defined benefit plans.

Actuarial assumption Change in assumption Impact on defined benefit costs

Discount Rate (0.25)% $ 2
.xpected Return on Plan Assets (0.25)%

‘Ste of Compensation Increase 0.25%
,alth Care Cost Trend Rate (a) 1%

(a) Only impacts other postretirement benefits.

Asset Impairment (Excluding Investments)

Impairment analyses are performed for long-lived assets that are subject to depreciation or amortization whenever events or changes in
circumstances indicate that a long-lived assets carrying amount may not be recoverable. For these long-lived assets classified as held and used,
such events or changes in circumstances are:

• a significant decrease in the market price of an asset;
• a significant adverse change in the extent or manner in which an asset is being used or in its physical condition;
• a significant adverse change in legal factors or in the business climate;
• an accumulation of costs significantly in excess of the amount originally expected for the acquisition or construction of an asset;
• a current-period operating or cash flow loss combined with a history of losses or a forecast that demonstrates continuing losses; or
• a current expectation that, more likely than not, an asset will be sold or otherwise disposed of significantly before the end of its previously

estimated useful life.
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For a long-lived asset classified as held and used, impairment is recognized when the carrying amount of the asset is not recoverable and exceeds
its fair value. The carrying amount is not recoverable if it exceeds the sum of the undiscounted cash flows expected to result from the use and
eventual disposition of the asset. If the asset is impaired, an impairment loss is recorded to adjust the asset’s carrying amount to its estimated fair
value. Management must make significant judgments to estimate future cash flows including the useful lives of long-lived assets, the fair value of

assets and management’s intent to use the assets. Alternate courses of action are considered to recover the carrying amount of a long-lived
..sset, and estimated cash flows from the “most likely” alternative are used to assess impainnent whenever one alternative is clearly the most likely
outcome. If no alternative is clearly the most likely, then a probability-weighted approach is used taking into consideration estimated cash flows
from the alternatives. For assets tested for impairment as of the balance sheet date, the estimates of future cash flows used in that test consider the
likelihood of possible outcomes that existed at the balance sheet date, including the assessment of the likelihood of a future sale of the
assets. That assessment is not revised based on events that occur afler the balance sheet date. Changes in assumptions and estimates could result
in significantly different results than those identified and recorded in the fmancial statements.

For a long-lived asset classified as held for sale, impairment exists when the carrying amount of the asset (disposal group) exceeds its fair value
less cost to sell. If the asset (disposal group) is impaired, an impairment loss is recorded to adjust the carrying amount to its fair value less cost to
sell. A gain is recognized for any subsequent increase in fair value less cost to sell, but not in excess of the cumulative impairment previously
recognized.

For determining fair value, quoted market prices in active markets are the best evidence. However, when market prices are unavailable, KU
considers all valuation techniques appropriate under the circumstances and for which market participant inputs can be obtained. Generally
discounted cash flows are used to estimate fair value, which incorporates market participant inputs when available. Discounted cash flows are
calculated by estimating future cash flow streams and applying appropriate discount rates to determine the present value of the cash flow streams.

Goodwill is tested for impairment at the reporting unit level. KU’s reporting unit has been determined to be at the operating segment level. A
goodwill impairment test is performed annually or more frequently if events or changes in circumstances indicate that the carrying amount of the
reporting unit may be greater than the unit’s fair value. Additionally, goodwill is tested for impairment afier a portion of goodwill has been
allocated to a business to be disposed of.

Beginning in 2012, KU may elect either to initially make a qualitative evaluation about the likelihood of an impairment of goodwill or to bypass
the qualitative assessment and directly test goodwill for impairment using a two-step quantitative test. If the qualitative evaluation (referred to as
“step zero”) is elected and the assessment results in a determination that it is not more likely than not the fair value of the reporting unit is less than
the carrying amount, the two-step quantitative impairment test is not necessary. However, the quantitative impairment test is required if KU
concludes it is more likely than not the fair value of the reporting unit is less than the carrying amount based on the step zero assessment.

4’yhen the two-step quantitative impairment test is elected or required as a result of the step zero assessment, in step one, KU identifies a potential
)ipamrment by comparing the estimated fair value of KU (the goodwill reporting unit) with its carrying amount, including goodwill, on the

“ineasusement date. If the estimated fair value exceeds its carrying amount, goodwill is not considered impaired. If the carrying amount exceeds
the estimated fair value, the second step is performed to measure the amount of impainnent loss, if any.

The second step of the quantitative test requires a calculation of the implied fair value of goodwill, which is determined in the same manner as the
amount of goodwill in a business combination. That is, the estimated fair value is allocated to all of KU’s assets and liabilities as if KU had been
acquired in a business combination and the estimated fair value of KU was the price paid. The excess of the estimated fair value of KU over the
amounts assigned to its assets and liabilities is the implied fair value of goodwill. The implied fair value of KU’s goodwill is then compared with
the carrying amount of that goodwill. If the carrying amount exceeds the implied fair value, an impairment loss is recognized in an amount equal
to that excess. The loss recognized cannot exceed the carrying amount of KU’s goodwill.

KU elected to perform the two-step quantitative impairment test of goodwill in the fourth quarter of 2012 and no impairment was
recognized. Management used both discounted cash flows and market multiples, which required significant assumptions, to estimate the fair
value of KU. Applying an appropriate weighting to both the discounted cash flow and market multiple valuations, a decrease in the forecasted
cash flows of 10%, an increase in the discount rate by 25 basis points, or a 10% decrease in the multiples would not have resulted in an
impairment of goodwill.
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Loss Accruals

Losses are accrued for the estimated impacts of various conditions, situations or circumstances involving uncertain or contingent future
outcomes. For loss contingencies, the loss must be accrued if (1) information is available that indicates it is probable that a loss has been incurred,

the likelihood of the uncertain future events and (2) the amount of the loss can be reasonably estimated. Accounting guidance defmes
robable as cases in which “the future event or events are likely to occur.” The accrual of contingencies that might result in gains is not recorded

unless recovery is assured. Potential loss contingencies for environmental remediation, litigation claims, regulatory penalties and other events are
continuously assessed.

The accounting aspects of estimated loss accruals include (1) the initial identification and recording of the loss, (2) the determination of triggering
events for reducing a recorded loss accrual and (3) the ongoing assessment as to whether a recorded loss accrual is sufficient. All three of these
aspects require significant judgment by management. litemal expertise and outside experts (such as lawyers and engineers) are used, as necessary
to help estimate the probability that a loss has been incurred and the amount (or range) of the loss.

In 2012, no significant adjustments were made to KU’s existing contingencies.

Certain other events have been identified that could give rise to a loss, but that do not meet the conditions for accrual. Such events are disclosed,
but not recorded, when it is reasonably possible that a loss has been incurred. Accounting guidance defmes “reasonably possible” as cases in
which “the future event or events occurring is more than remote, but less than likely to occur.”

When an estimated loss is accrued, the triggering events for subsequently adjusting the loss accrual are identified, where applicable. The
triggering events generally occur when the contingency has been resolved and the actual loss is paid or written off, or when the risk of loss has
diminished or been eliminated. The following are some of the triggering events that provide for the adjustment of certain recorded loss accruals:

• Allowances for uncollectible accounts are reduced when accounts are written off after prescribed collection procedures have been exhausted,
a better estimate of the allowance is determined or underlying amounts are ultimately collected.

• Environmental and other litigation contingencies are reduced when the contingency is resolved, KU makes actual payments, a better estimate
of the loss is determined or the loss is no longer considered probable.

Loss accruals are reviewed on a regular basis to assure that the recorded potential loss exposures are appropriate. This involves ongoing
communication and analyses with internal and external legal counsel, engineers, operation management and other parties.

‘-ee Note 15 to the Financial Statements for additional information.

Asset Retirement Obligations

KU is required to recognize a liability for legal obligations associated with the retirement of long-lived assets. The initial obligation is measured
at its estimated fair value. An equivalent amount is recorded as an increase in the value of the capitalized asset and allocated to expense over the
useful life of the asset. Until the obligation is settled, the liability is increased, through the recognition of accretion expense in the Statements of
Income, for changes in the obligation due to the passage of time. Since costs of retnoval are collected in rates, the accretion and depreciation are
offset with a regulatory credit on the income statement, such that there is no earnings impact. The regulatory asset created by the regulatory credit
is relieved when the ARO has been settled. An ARO must be recognized when incurred if the fair value of the ARO can be reasonably
estimated. See Note 21 to the financial Statements for related disclosures.

In determining AROs, management must make significant judgments and estimates to calculate fair value. Fair value is developed using an
expected present value technique based on assumptions of market participants that considers estimated retirement costs in current period dollars
that are inflated to the anticipated retirement date and then discounted back to the date the ARO was incurred. Changes in assumptions and
estimates included within the calculations of the fair value of AROs could result in significantly different results than those identified and
recorded in the financial statements. Estimated ARO costs and settlement dates, which affect the carrying value of various AROs and the related
assets, are reviewed periodically to ensure that any material changes are incorporated into the estimate of the obligations. Any change to the
capitalized asset is amortized over the remaining life of the associated long-lived asset.

At December 31, 2012, KU had AROs totaling $69 million recorded on the Balance Sheet. Of the total amount, $51 million, or 74%, relates to
KU’s ash ponds and landfill. The most significant assumptions surrounding AROs are the forecasted retirement costs, the discount rates and the
inflation rates. A variance in the forecasted retirement costs, the discount rates or the inflation rates could have a significant impact on the ARO
liabilities.

191



The following chart reflects the sensitivities related to KU’s ARO liabilities for ash ponds and landfill at December 31, 2012:

Change in Impact on
Assumption kilO Liability

(“tirement Cost 10% $ 6
discount Rate (0.25)% 2
Inflation Rate 0.25% 3

Income Taxes

Significant management judgment is required in developing the provision for income taxes, primarily due to the uncertainty related to tax
positions taken or expected to be taken in tax returns and the determination of deferred tax assets, liabilities and valuation allowances.

Significant management judgment is required to determine the amount of benefit recognized related to an uncertain tax position. Tax positions are
evaluated following a two-step process. The first step requires an entity to determine whether, based on the technical merits supporting a
particular tax position, it is more likely than not (greater than a 50% chance) that the tax position will be sustained. This determination assumes
that the relevant taxing authority will examine the tax position and is aware of all the relevant facts surrounding the tax position. The second step
requires an entity to recognize in the fmancial statements the benefit of a tax position that meets the more-likely-than-not recognition
criterion. The benefit recognized is measured at the largest amount of benefit that has a likelihood of realization, upon settlement, that exceeds
50%. Management considers a number of factors in assessing the benefit to be recognized, including negotiation of a settlement.

On a quarterly basis, uncertain tax positions are reassessed by considering information known at the reporting date. Based on management’s
assessment of new information, a tax benefit may subsequently be recognized for a previously unrecognized tax position, a previously recognized
tax position may be derecognized, or the benefit of a previously recognized tax position may be remeasured. The amounts ultimately paid upon
resolution of issues raised by taxing authorities may differ materially from the amounts accrued and may materially impact the fmancial
statements in the future.

At December 31, 2012, KU’s existing reserve exposure to either increases or decreases in unrecognized tax benefits during the next 12 months is
less than $1 million. This change could result from subsequent recognition. derecognition andlor changes in the measurement of uncertain tax
positions. The events that could cause these changes are direct settlements with taxing authorities, litigation, legal or administrative guidance by
relevant taxing authorities and the lapse of an applicable statute of limitation.

The balance sheet classification of unrecognized tax benefits and the need for valuation allowances to reduce deferred tax assets also require

gnificant

nmnagement judgment. Unrecognized tax benefits are classified as current to the extent management expects to sertle an uncertain tax
,bsition by payment or receipt of cash within one year of the reporting date. Valuation allowances are initially recorded and reevalunted each

feporting period by assessing the likelihood of the ultimate realization of a deferred tax asset. Management considers a number of factors in
assessing the realization of a deferred tax asset, including the reversal of temporary differences, future taxable income and ongoing prudent and
feasible tax planning strategies. My tax planning strategy utilized in this assessment must meet the recognition and measurement criteria utilized
to account for an uncertain tax position. See Note 5 to the Financial Statements for related disclosures.

Regulatory Assets and Liabilities

KU is a cost-based rate-regulated utility. As a result, the effects of regulatory actions are required to be reflected in the fmancial
statements. Assets and liabilities are recorded that result from the regulated ratemaking process that may not be recorded under GAAP for non-
regulated entities. Regulatory assets generally represent incurred costs that have been deferred because such costs are probable of future recovery
in regulated customer rates. Regulatory liabilities are recognized for amounts expected to be returned through future regulated customer rates. in
certain cases, regulatory liabilities are recorded based on an understanding with the regulator that rates have been set to recover costs that are
expected to be incurred in the future, and the regrtlated entity is accountable for any amounts charged pursuant to such rates and not yet expended
for the intended purpose. The accounting for regulatory assets and liabilities is based on specific ratemaking decisions or precedent for each
transaction or event as prescribed by the FERC, the KPSC, the VSCC or the TRA.
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Management continually assesses whether the regulatory assets are probable of ftrnire recovery by considering factors such as changes in the
applicable regulatory and political environments, the ability to recover costs through regulated rates, recent rate orders to other regulated entities
and the status of any pending or potential deregulation legislation. Based on this continual assessment, management believes the existing
regulatory assets are probable of recovery. This assessment reflects the current political and regulatory climate at the state and federal levels, and

subject to change in the future. If future recovery of costs ceases to be probable, then asset write-off would be required to be recognized in
perating income. Additionally, the regulatory agencies can provide flexibility in the maimer and timing of the depreciation of PP&E and
amortization of regulatory assets.

At December 31, 2012, KU had regulatory assets of $230 million and regulatory liabilities of $536 million. All regulatory assets are either
currently being recovered under specific rate orders, represent amounts that are expected to be recovered in future rates or benefit future periods
based upon established regulatory practices.

See Note 6 to the financial Statements for additional infonnation on regulatory assets and liabilities.

Other Information

PPL’s Audit Committee has approved the independent auditor to provide audit, tax and other services permitted by Sarbanes-Oxley and SEC
rules. The audit services include services in connection with statutory and regulatory filings, reviews of offering documents and registration
statements, and internal control reviews. See Item 14. Principal Accounting Fees and Services for more information.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

PL Corporation, PPL Energy Supply, LLC, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and
ectric Company and Kentucky Utilities Company

‘F
Reference is made to “Risk Management - Energy Marketing & Trading and Other” for PPL and PPL Energy Supply and “Risk Management” for
PPL Electric, LKE, LG&E and KU in “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations.”
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Report of Independent Registered Public Accountin2 Firm

the Board of Directors and Shareowners of PPL Corporation

We have audited the accompanying consolidated balance sheets of PPL Corporation and subsidiaries as of December 31, 2012 and 2011, and the
related consolidated statements of income, comprehensive income, equity, and cash flows for each of the three years in the period ended
December 31, 2012. These financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion
on these financial statements based on our audits. We did not audit the 2010 financial statements of LG&E and KU Energy LLC (LKE), a wholly
owned subsidiary, which statements reflect total revenues of $494 million for the period November 1, 2010 (date of acquisition) to December 31,
2010. Those statements were audited by other auditors whose report has been furnished to us, and our opinion, insofar as it relates to the amounts
included for LKE, is based solely on the report of the other auditors.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the fmancial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits and the report of other auditors provide a reasonable basis for our opinion.

In our opinion, based on our audits and, for 2010, the report of other auditors, the fmancial statements referred to above present fairly, in all
material respects, the consolidated financial position of PPL Corporation and subsidiaries at December 31, 2012 and 2011, and the consolidated
results of their operations and their cash flows for each of the three years in the period ended December 31, 2012, in conformity with U.S.
generally accepted accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), PPL Corporation’s
internal control over fmancial reporting as of December 31, 2012, based on criteria established in Internal Control—Integrated Framework issued
by the Committee of Sponsoring Organizations of the Treadway Commission and our report dated february 28, 2013 expressed an unqualified
opinion thereon.

Is! Ernst & Young LLP

iladeIphia, Pennsylvania
kbruary 2$, 2013
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Report of Independent Registered Public Accounting Firm

To the Board of Directors and Shareowners of PPL Corporation

Ve have audited PPL Corporation’s internal control over fmancial reporting as of December 31, 2012, based on criteria established in Internal
Control—Integrated Framework issued by the Conmiittee of Sponsoring Organizations of the Treadway Commission (the COSO criteria). PPL
Corporation’s management is responsible for maintaining effective internal control over fmancial reporting, and for its assessment of the
effectiveness of internal control over fmancial reporting included in Management’s Report on Internal Control over Financial Reporting at Item
9A. Our responsibility is to express an opinion on the company’s internal control over fmancial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control over fmancial reporting was
maintained in all material respects. Our audit included obtaining an understanding of internal control over fmancial reporting, assessing the risk
that a material wealaiess exists, testing and evaluating the design and operating effectiveness of internal control based on the assessed risk, and
performing such other procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our
opinion.

A company’s internal control over fmancial reporting is a process designed to provide reasonable assurance regarding the reliability of fmancial
reporting and the preparation of fmancial statements for external purposes in accordance with generally accepted accounting principles. A
company’s internal control over fmancial reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in
reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that
transactions are recorded as necessary to permit preparation of fmancial statements in accordance with U.S. generally accepted accounting
principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of management and directors
of the company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of
the company’s assets that could have a material effect on the fmancial statements.

Because of its litherent limitations, internal control over fmancial reporting may not prevent or detect misstatements. Also, projections of any
evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that
the degree of compliance with the policies or procedures may deteriorate.

In our opinion, PPL Corporation maintained, in all material respects, effective internal control over fmancial reporting as of December 31, 2012
based on the COSO criteria.

e also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the consolidated
balance sheets of PPL Corporation and subsidiaries as of December 31, 2012 and 2011, and the related consolidated statements of income,
comprehensive income, equity, and cash flows for each of the three years in the period ended December 31, 2012 and our report dated February
28, 2013 expressed an unqualified opinion thereon.

Is! Ernst & Young LLP

Philadelphia, Pennsylvania
February 2$, 2013
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Report of Independent Re&stered Public Accounting Firm

the Board of Managers and Sole Member of PPL Energy Supply, LLC

We have audited the accompanying consolidated balance sheets of PPL Energy Supply, LLC and subsidiaries as of December 31, 2012 and 2011,
and the related consolidated statements of income, comprehensive income, equity, and cash flows for each of the three years in the period ended
December 31, 2012. These financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion
on these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement.
We were not engaged to perform an audit of the Company’s internal control over financial reporting. Our audits included consideration of internal
control over fmancial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Company’s internal control over financial reporting. Accordingly, we express no such opinion.
An audit also includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the
accounting principles used and significant estimates made by management, and evaluating the overall fmancial statement presentation. We believe
that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial position of PPL Energy
Supply, LLC and subsidiaries at December 31, 2012 and 2011, and the consolidated results of their operations and their cash flows for each of the
three years in the period ended December 31, 2012, in conformity with U.S. generally accepted accounting principles.

Is! Ernst & Young LLP

Philadelphia, Pennsylvania
February 28, 2013
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Report of Independent Registered Public Accounting Firm

the Board of Directors and Shareowners of PPL Electric Utilities Corporation

We have audited the accompanying consolidated balance sheets of PPL Electric Utilities Corporation and subsidiaries as of December 31, 2012
and 2011, and the related consolidated statements of income, shareowners’ equity, and cash flows for each of the three years in the period ended
December 31, 2012. These financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion
on these fmancial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement.
We were not engaged to perform an audit of the Company’s internal control over financial reporting. Our audits included consideration of internal
control over financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Company’s internal control over financial reporting. Accordingly, we express no such opinion.
An audit also includes examining, on a test basis, evidence supporting the amounts and disclosures in the fmancial statements, assessing the
accounting principles used and significant estimates made by management, and evaluating the overall fmancial statement presentation. We believe
that our audits provide a reasonable basis for our opinion.

In our opinion, the fmancial statements referred to above present fairly, in all material respects, the consolidated fmancial position of PPL Electric
Utilities Corporation and subsidiaries at December 31, 2012 and 2011, and the consolidated results of their operations and their cash flows for
each of the three years in the period ended December 31, 2012, in conformity with U.S. generally accepted accounting principles.

Is! Ernst & Young LLP

Philadelphia, Pennsylvania
February 28, 2013
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Report of Independent Registered Public Accounting Firm

the Board of Directors and Sole Member of LG&E and KU Energy LLC

We have audited the accompanying consolidated balance sheets of LG&E and KU Energy LLC and subsidiaries as of December 31, 2012 and
2011, and the related consolidated statements of income and comprehensive income, cash flows, and equity for each of the two years in the period
ended December 31, 2012. Our audits also included the fmancial statement schedule listed in the index at Item 15(a). These fmancial statements
and schedule are the responsibility of the Company’s management. Our responsibility is to express an opinion on these fmancial statements based
on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the fmancial statements are free of material misstatement.
We were not engaged to perform an audit of the Company’s internal control over fmancial reporting. Our audits included consideration of internal
control over financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Company’s internal control over fmancial reporting. Accordingly, we express no such opinion.
An audit also includes examining, on a test basis, evidence supporting the amounts and disclosures in the fmancial statements, assessing the
accounting principles used and significant estimates made by management, and evaluating the overall fmancial statement presentation. We believe
that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated fmancial position of LG&E and
KU Energy LLC and subsidiaries at December 31, 2012 and 2011, and the consolidated results of their operations and their cash flows for each of
the two years in the period ended December 31, 2012, in confonnity with U.S. generally accepted accounting principles . Also, in our opinion, the
related financial statement schedule, when considered in relation to the basic fmancial statements taken as a whole, presents fairly in all material
respects the information set forth therein.

Is! Ernst & Young LLP

Louisville, Kentucky’
February 28, 2013
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Report of Independent Registered Public Accounting Firm

the Member of LG&E and KU Energy LLC

In our opinion, the accompanying consolidated statements of income, comprehensive income, cash flows, and equity present fairly, in all material
respects, the results of operations and cash flows of LG&E and KU Energy LLC and its subsidiaries (Successor Company) for the period from
November 1, 2010 to December 31, 2010 in conformity with accounting principles generally accepted in the United States of America. In
addition, in our opinion, the financial statement schedule listed in the index appearing under Item 15(a)(2) presents fairly, in all material respects,
the information set forth therein when read in conjunction with the related consolidated financial statements. These fmancial statements and
fmancial statement schedule are the responsibility of the Company’s management. Our responsibility is to express an opinion on these financial
statements and financial statement schedule based on our audit. We conducted our audit of these statements in accordance with the standards of
the Public Company Accounting Oversight Board (United States). Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the fmancial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the fmancial statements, assessing the accounting principles used and significant estimates
made by management, and evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our
opinion.

As discussed in Note 10 to the consolidated financial statements, on November 1, 2010, PPL Corporation completed its acquisition of LG&E and
KU Energy LLC and its subsidiaries. The push-down basis of accounting was used at the acquisition date.

Is/ PricewaterhouseCoopers LLP

Louisville, Kentucky
February 25, 2011
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Report of Independent Reaistered Public Accounting Firm

the Member of LG&E and KU Energy LLC

In our opinion, the accompanying consolidated statements of income, comprehensive income, cash flows, and equity present fairly, in all material
respects, the results of operations and cash flows of LG&E and KU Energy LLC and its subsidiaries (formerly E.ON U.S. LLC, Predecessor
Company) for the period from January 1, 2010 to October 31, 2010 in conformity with accounting principles generally accepted in the United
States ofAmerica. In addition, in our opinion, the fmancial statement schedule listed in the index appearing under Item 15(a)(2) presents fairly, in
all material respects, the information set forth therein when read in conjunction with the related consolidated fmancial statements. These fmancial
statements and fmancial statement schedule are the responsibility of the Company’s management. Our responsibility is to express an opinion on
these fmancial statements and fmancial statement schedule based on our audit. We conducted our audit of these statements in accordance with the
standards of the Public Company Accounting Oversight Board (United States). Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the fmancial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the fmancial statements, assessing the accounting principles used and significant
estimates made by management, and evaluating the overall fmancial statement presentation. We believe that our audit provides a reasonable basis
for our opinion.

As discussed in Note 10 to the consolidated fmancial statements, on November 1, 2010, PPL Corporation completed its acquisition of LG&E and
KU Energy LLC and its subsidiaries. The push-down basis of accounting was used at the acquisition date.

Is! PricewaterhouseCoopers LLP

Louisville, Kentucky
February 25, 2011
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Report of Independent Registered Public Accounting Firm

the Board of Directors and Stockholder of Louisville Gas and Electric Company

We have audited the accompanying balance sheets of Louisville Gas and Electric Company as of December 31, 2012 and 2011, and the related
statements of income and comprehensive income, cash flows, and equity for each of the two years in the period ended December 31, 2012. These
financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these financial statements
based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement.
We were not engaged to perform an audit of the Company’s internal control over financial reporting. Our audits included consideration of internal
control over financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Company’s internal control over financial reporting. Accordingly, we express no such opinion.
An audit also includes examining, on a test basis, evidence supporting the amounts and disclosures in the fmancial statements, assessing the
accounting principles used and significant estimates made by management, and evaluating the overall financial statement presentation. We believe
that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in alt material respects, the financial position of Louisville Gas and
Electric Company at December 31, 2012 and 2011, and the results of its operations and its cash flows for each of the two years in the period ended
December 31, 2012, in conformity with US. generally accepted accounting principles.

Is! Ernst & Young LLP

Louisville, Kentucky
february 28, 2013
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Report of Independent Registered Public Accounting Firm

the Stockholder of Louisville Gas and Electric Company

In our opinion, the accompanying statements of income, comprehensive income, cash flows, and equity present fairly, in all material respects, the
results of operations and cash flows of Louisville Gas and Electric Company (Successor Company) for the period from November 1, 2010 to
December 31, 2010 in conformity with accounting principles generally accepted in the United States of America. These fmancial statements are
the responsibility of the Company’s management. Our responsibility is to express an opinion on these fmancial statements based on our audit. We
conducted our audit of these statements in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the fmancial statements are free
of material misstatement. An audit includes examiniig, on a test basis, evidence supporting the amounts and disclosures in the financial
statements, assessing the accounting principles used and significant estimates made by management, and evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

As discussed in Note 10 to the fmancial statements, on November 1, 2010, PPL Corporation completed its acquisition of LG&E and KU Energy
LLC and its subsidiaries. The push-down basis of accounting was used at the acquisition date.

Is! PricewaterhouseCoopers LLP

Louisville, Kentucky
February 25, 2011
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Report of Independent Registered Public Accounting Firm

the Stockholder of Louisville Gas and Electric Company

In our opinion, the accompanying statements of income, comprehensive income, cash flows, and equity present fairly, in all material respects, the
results of operations and cash flows of Louisville Gas and Electric Company (Predecessor Company) for the period from January 1, 2010 to
October 31, 2010 in conformity with accounting principles generally accepted in the United States of America. These fmancial statements are
the responsibility of the Company’s management. Our responsibility is to express an opinion on these fmancial statements based on our audit. We
conducted our audit of these statements in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the fmancial statements are free
of material misstatement. M audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the fmancial
statements, assessing the accounting principles used and significant estimates made by management, and evaluating the overall fmancial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

As discussed in Note 10 to the fmancial statements, on November 1, 2010, PPL Corporation completed its acquisition of LG&E and KU Energy
LLC and its subsidiaries. The push-down basis of accounting was used at the acquisition date.

Is! PricewaterhouseCoopers LLP

Louisville, Kentucky
february 25, 2011
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Report of Independent Registered Public Accounting Firm

the Board of Directors and Stockholder of Kentucky Utilities Company

We have audited the accompanying balance sheets of Kentucky Utilities Company as of December 31, 2012 and 2011, and the related statements
of income and comprehensive income, cash flows, and equity for each of the two years in the period ended December 31, 2012. These financial
statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these financial statements based on
our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement.
We were not engaged to perform an audit of the Company’s internal control over fmancial reporting. Our audits included consideration of internal
control over fmancial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Company’s internal control over fmancial reporting. Accordingly, we express no such opinion.
An audit also includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the
accounting principles used and signfficant estimates made by management, and evaluating the overall fmancial statement presentation. We believe
that our audits provide a reasonable basis for our opinion.

Th our opinion, the financial statements referred to above present fairly, in all material respects, the fmancial position of Kentucky Utilities
Company at December 31, 2012 and 2011, and the results of its operations and its cash flows for each of the two years in the period ended
December 31, 2012, in conformity with U.S. generally accepted accounting principles.

Is! Ernst & Young LLP

Louisville, Kentucky
February 28, 2013
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Report of Independent Reaistered Public Accountin2 Firm

(p the Stockholder of Kentucky Utilities Company

1n our opinion, the accompanying statements of income, comprehensive income, cash flows, and equity present fairly, in all material respects, the
results of operations and cash flows of Kentucky Utilities Company (Successor Company) for the period from November 1, 2010 to December 31,
2010 in conformity with accounting principles generally accepted in the United States of America. These fmancial statements are the
responsibility of the Company’s management. Our responsibility is to express an opinion on these fmancial statements based on our audit. We
conducted our audit of these statements in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the fmancial statements are free
of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the fmancial
statements, assessing the accounting principles used and significant estimates made by management, and evaluating the overall fmancial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

As discussed in Note 10 to the fmancial statements, on November 1, 2010, PPL Corporation completed its acquisition of LG&E and KU Energy
LLC and its subsidiaries. The push-down basis of accounting was used at the acquisition date.

Is! PricewaterhouseCoopers LLP

Louisville, Kentucky
February 25, 2011
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Report of Independent Registered Public Accounting Firm

4) the Stockholder of Kentucky Utilities Company

In our opinion, the accompanying statements of income, comprehensive income, cash flows, and equity present fairly, in all material respects, the
results of operations and cash flows of Kentucky Utilities Company (Predecessor Company) for the period from January 1, 2010 to October 31,
2010 in conformity with accounting principles generally accepted in the United States of America. These fmancial statements are the
responsibility of the Company’s management. Our responsibility is to express an opinion on these fmancial statements based on our audit. We
conducted our audit of these statements in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the fmancial statements are free
of material misstatement. M audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the fmancial
statements, assessing the accounting principles used and significant estimates made by management, and evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

As discussed in Note 10 to the financial statements, on November 1, 2010, PPL Corporation completed its acquisition of LG&E and KU Energy
LLC and its subsidiaries. The push-down basis of accounting was used at the acquisition date.

Is! PricewaterhouseCoopers LLP

Louisville, Kentucky
February 25, 2011
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$ 1,532
(6)

$ 1,526

1,946

2,130
1,123
2,667

960
326
484

9,636

3,101

4

6

898

2,201

691

1,510

2

1,512

17

$ 1,495

$ 1,493
2

$ 1,495

2010

$ 3,668
415

4,832
($05)

2
409

8,521

$ 955
(17)

$ 93$

431.345
431.569

2011

$ 6,292
726

3,807
1,407

(2)
507

12,737

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

CONSOLIDATED STATEMENTS OF INCOME FOR THE YEARS ENDED DECEMBER 31,
PPL Corporation and Subsidiaries

GhiThons
ofDollars, except share data)

Operating Revenues
Utility
Unregulated retail electric and gas
Wholesale energy marketing

Realized
Unrealized economic activity (Note 19)

Net energy trading margins
Energy-related businesses
Total Operating Revenues

Operating Expenses
Operation

Fuel
Energy purchases

Realized
Unrealized economic activity (Note 19)

Other operation and maintenance
Depreciation
Taxes, other than income
Energy-related businesses
Total Operating Expenses

Operating Income

Other Income (Expense) - net

Other-Than-Temporary Impairments

tterest Expense

Income from Continuing Operations Before Income Taxes

Income Taxes

Income from Continuing Operations After Income Taxes

Income (Loss) from Discontinued Operations (net of income taxes)

Net Income

Net Income Attributable to Noncontrolling Interests

Net Income Attributable to PPL Shareowners

Amounts Attributable to PPL Shareowners:
Income from Continuing Operations After Income Taxes
Income (Loss) from Discontinued Operations (net of income taxes)
Net Income

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

Basic
Diluted

Net Income Available to PPL Common Shareowners:
Basic
Diluted

)ividends Declared Per Share of Common Stock

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

1,235

2,773
(286)

1,756
556
238
383

6,655

1,866

(31)

3

593

1,239

263

976

(17)

959

21

$ 938

S 2.62
S 2.61

$ 2.61
S 2.60

$ 1.44

580,276
581,626

2.21
2.20

2.17
2.17

1.40

S 2.70 $
$ 2.70 $

S 2.71 $
$ 2.70 S

$ 1.40 $

550,395
550,952



The accompanying Notes to Financial Statements are an integral part ofthe financial statements.
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CONSOLIDATED STATEMENTS OF COMEREBENSWE INCOME
FOR THE YEARS ENDED DECEMBER 31,
PPL Corporation and Subsidiaries
(Millions ofDollars)

2012 2011 2010

Net income $ 1,531 $ 1,512 $ 959

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

Foreign cunency translation adjustments, net of tax of $2, ($2), ($1) 94 (48) (59)
Available-for-sale securities, net of tax of ($31), ($6), ($31) 29 9 29
Qualifying derivatives, net of tax of ($32), ($139), ($145) 39 202 219
Equity investees’ other comprehensive income (loss), net of tax of($1), $0, $0 2
Defmed benefit plans:

Prior service costs, net of tax of $0, ($1), ($14) 1 (3) 17
Net actuarial gain (loss), net of tax of $343, $58, $50 (965) (152) (50)
Transition obligation, net of tax of $0, $0, ($4)

Reclassifications to net income - (gains) losses, net of tax expense (benefit):
Available-for-sale securities, net of tax of $1, $5, $3 (7) (7) (5)
Qualifying derivatives, net of tax of $278, $246, $84 (434) (370) (126)
Equity investees’ other comprehensive (income) loss, net of tax of $0, $0, $0 3
Defined benefit plans:

Prior service costs, net of tax of($5), ($5). ($7) 10 10 12
Net actuarial loss, net of tax of ($29), ($19), ($14) 79 47 41
Transition obligation, net of tax of $0, $0, ($1)

____________ ____________

2
Total other comprehensive income (loss) attributable to PPL Shareowners (1,152) (309) 58

Comprehensive income (loss) 379 1,203 1,017
Comprehensive income attributable to noncontrolling interests 5 17 21

Comprehensive income (loss) attributable to PPL Shareowners $ 374 $ 1,186 $ 996

The accompanying Notes to financial Statements are an integralpart ofthe financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS FOR THE YEARS ENDED DECEMBER 31,
PPL Corporation and Subsidiaries
(Millions ofDollars)

2012 2011 2010
flows from Operating Activities

Net income $ 1,531 $ 1,512 $ 959
Adjustments to reconcile net income to net cash provided by (used in) operating activities

Depreciation 1,100 961 567
Amortization 186 254 213
Defined benefit plans - expense 166 205 102
Deferred income taxes and investment tax credits 424 582 241
Impairment of assets 28 13 120
Unrealized (gains) losses on derivatives, and other hedging activities 27 (314) 542
Provision for Montana hydroelectric litigation (74) 66
Other 52 36 32

Change in current assets and current liabilities
Accounts receivable 7 (89) (106)
Accounts payable (29) (36) 216
Unbilled revenues (19) 64 (99)
Prepayments (5) 294 (318)
Counterparty collateral (34) (190) (18)
Taxes 24 (104) 20
Regulatory assets and liabilities, net (2) 106 (110)
Accrued interest 32 109 50
Other $ 6 9

Other operating activities
Defined benefit plans - funding (607) (667) (396)
Other assets (33) (62) (45)
Other liabilities (92) (99) (12)

Net cash provided by (used in) operating activities 2,764 2,507 2,033
Cash Flows from Investing Activities

Expenditures for property, plant and equipment (3,105) (2,487) (1,597)
Proceeds from the sale of certain non-core generation facilities 381
‘roceeds from the sale of the Long Island generation business 124
Proceeds from the sale of the Maine hydroelectric generation business 3$
fronwood Acquisition, net of cash acquired (84)
Acquisition of WPD Midlands (5,763)
Acquisition of LKE, net of cash acquired (6,812)
Purchases of nuclear plant decommissioning trust investments (154) (169) (128)
Proceeds from the sale of nuclear plant decommissioning trust investments 139 156 114
Proceeds from the sale of other investments 20 163
Net (increase) decrease in restricted cash and cash equivalents 96 (143) 85
Other investing activities (35) (90) (53)

Net cash provided by (used in) investing activities (3,123) (7,952) (8,229)
Cash Flows from Financing Activities

Issuance of long-term debt 1,223 5,745 4,642
Retirement of long-term debt (108) (1,210) (20)
Issuance of common stock 72 2,297 2,441
Payment of common stock dividends (833) (746) (566)
Redemption of preference stock of a subsidiary (250) (54)
Debt issuance and credit facility costs (17) (102) (175)
Contract adjustment payments on Equity Units (94) (72) (13)
Net increase (decrease) in short-term debt 74 (125) 70
Other fmancing activities (19) (20) (18)

Net cash provided by (used in) fmancing activities 48 5,767 6,307
Effect of Exchange Rates on Cash and Cash Equivalents 10 (45) 13
Net Increase (Decrease) in Cash and Cash Equivalents (301) 277 124
Cash and Cash Equivalents at Beginning of Period 1,202 925 801
Cash and Cash Equivalents at End of Period S 901 $ 1,202 $ 925

Supplemental Disclosures of Cash Flow Information
Cash paid (received) during the period for:

Interest - net of amount capitalized S 847 $ 696 $ 458
Income taxes - net $ 73 $ (76) $ 313

The accompanying Notes to financial Statements are an integral part ofthe h nancial statements.
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CONSOLIDATED BALANCE SIWETS AT DECEMBER 31,
PPL Corporation and Subsidiaries
(‘Millions ofDollars, shares in thousands)

(“sets

Current Assets
Cash and cash equivalents
Short-term investments
Restricted cash and cash equivalents
Accounts receivable (less reserve: 2012, $64; 2011, $54)

Customer
Other

Unbilled revenues
Fuel, materials and supplies
Prepayments
Price risk management assets
Regulatory assets
Other current assets
Total Current Assets

Investments
Nuclear plant decommissioning trust funds
Other investments
Total Investments

Property, Plant and Equipment
Regulated utility plant
Less: accumulated depreciation - regulated utility plant

Regulated utility plant, net
Non-regulated property, plant and equipment

Generation
Nuclear fuel
Other

tess: accumulated depreciation - non-regulated property, plant and equipment
Non-regulated property, plant and equipment, net

Construction work in progress
Property, Plant and Equipment, net (a)

Other Noncurrent Assets
Regulatory assets
Goodwill
Other intangibles (a)
Price risk management assets
Other noncurrent assets
Total Other Noncurrent Assets

Total Assets

901 $ 1,202
16

54 152

732
91

834
654
160

2,548
9

2$
6,426

(a) Al December 3], 2012 and December 31, 2011, includes S428 million and $416 mi]lion of PP&E, consisting primarily of Generation,” including leasehold improvements, and
$10 million and $11 million of “Other inlangibles” from the consolidation of a VIE that is the oner/]essor of the Lower Mt. Bethel plant. See Note 22 for additional
infonnation.

The accompczm’ing Notes to Financial Statetnenis are an integralpart ofthe financial statements.

2012 2011

$

745
79

857
673
166

1,525
19
49

5,068

712 640
47 78

759 718

25,196 22,994
4,164 3,534

21,032 19,460

11,295 10,514
524 457
726 637

5,942 5,676
6,603 5,932
2,397 1,874

30,032 27,266

1,483 1,349
4,158 4,114

925 1,065
572 920
637 790

7,775 8,238

S 43,634 $ 42.64$
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CONSOLIDATED BALANCE ShEETS AT DECEMBER 31,
PPL Corporation and Subsidiaries
(Millions ofDollars, shares in !houscznds

(‘‘abilifies and Equity

Current Liabilities
Short-term debt
Long-term debt due within one year
Accounts payable
Taxes
Interest
Dividends
Price risk management liabilities
Regulatory liabilities
Other current liabilities
Total Current Liabilities

Long-term Debt

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes
Investment tax credits
Price risk management liabilities
Accrued pension obligations
Asset retirement obligations
Regulatory liabilities
Other deferred credits and noncurrent liabilities
Total Deferred Credits and Other Noncurrent Liabilities

Commitments and Contingent Liabilities (Notes 6 and 15)

Equity
•PPL Shareowners Common Equity

Common stock - $0.01 par value (a)
Additional paid-in capital
Earnings reinvested
Accumulated other comprehensive loss
Total PPL Shareowners Common Equity

Noncontrolling Interests
Total Equity

Total Liabilities and Equity

2012

S 652
751

1,252
90

325
210

1,065
61

1,219
5,625

18,725

3,387
328
629

2,076
536

1,010
820

8,786

6
6,936
5,478

(1,940)
10,480

18
10,498

S 43,634

2011

$ 578

1,150
65

287
207

1,570
73

1,325
5,255

17,993

3,326
285
840

1,313
484

1,010
1,046
8.304

6
6,813
4,797
(788)

10,828
268

11,096

$ 42.648

(a) 780,000 shares authorized 581,944 and 578,405 shares issued and outstanding at December 31, 2012 and December 31, 2011.

The accompanying Notes to financial Stawinents are an integral part of the financial statements.
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CONSOLIDATED STATEMENTS Of EQUITY
PPL Corporation and Subsidiaries
(Millions ofDollars)

Common
PPL Shareowners

December 31, 2009 (b)
Common stock issued (c)
Purchase Contracts (d)
Stock-based compensation (e)
Net income
Dividends, dividend equivalents,
redemptions and distributions (f)
Other comprehensive income (loss)

December 31,2010 (b)

Accumulated
other

Earnings comprehensive
reinvested loss

4 $ 2,280 $ 3,749 $
1 2,490

(176)
8

93$

(605)

483,391 $ 5 $ 4,602 $ 4,082

Non-
controlling
interests Total

(537) $ 319 $ 5,815
2,491
(176)

$
21 959

(72) (677)
5$

____________

5$
$ (479) $ 268 $ 8,478

Common stock issued (c)
Purchase Contracts (d)
Stock-based compensation (e)
Net income
Dividends, dividend equivalents,
redemptions and distributions (f)
Other comprehensive income (loss)

December 31, 2011 (b)

Common stock issued (c)
Common stock repurchased

Stock-based compensation (e)
Net income( “ividends, dividend equivalents,

- demptions and distributions (f)
Other comprehensive income (loss)

December 31, 2012 (b)

578,405 $ 6 $ 6,813 $ 4,797

581,944 S 6 $ 6,936 $ 5,478

(a) Shares in thousands. Each share entitles the holder to one vote on any question presented at any shareowners’ meeting.
(b) See “General - Comprehensive Income” in Note 1 for disclosure of balances of each component of AOCI.
(c) 2011 includes the April issuance of 92 million shares of coiwnon stock, and 2010 includes the June issuance of 103.5 million shares of cotninon stock. See Note 7 for additional

information. All years presented include shares of common stock isstted througls various stock and incentive compensation plans.
(U) 2011 includes $123 million for the 2011 Purchase Contracts and $20 million of related fees and expenses, net oftax. 2010 includes $157 million for the 2010 Purchase Contracts

and $19 million of related fees and expenses, net of tax. See Note 7 for additional infonnation.
(e) 2012, 2011 and 2010 include $47 million, $33 million and $26 million of stock-based cotnpensation expense related to new and existing unvested equity awards, and $(29)

mnilhon, $(23) million and $(18) million related primarily to the reclassification from “Stock-based cotnpensation” to “Cotmnon stock issued” for the issttance of common stock
after applicable eqttity award vesting periods and tax adjttsttnents related to stock-based cotnpensation.

(f) “Eamings reinvested” inclttdes dividends and dividend equivalents on PPL conunon stock and restricted stock units. “Noncontrolling interests” includes dividends, redemptions
and distributions to noncontrolling interests. In April 2010 amid June 2012, collectively, PPL Electric redeemed all of its outstanding preferred securities. See Note 3 for
additional infonnation on both redetnptions.

The accompanying Notes to Financial Statements are an integral part ofthe financial statements.

stock
shares

outstanding Common
(a) stock

377,183 $
106,208

Additional
paid-in
capital

95,014 $ 1 $ 2,344
(143)

10
$ 1,495

(780)

3,543 $ 99
(4)

1$
$ 1,526

6 ($45)

$ 2,345
(143)

10
$ 17 1,512

(17) (797)
$ (309)

____________

(309)
$ (788) $ 26$ $ 11,096

$ 99

1$
$ 5 1,531

(255) (1,094)
$ (1,152) (1,152)
$ (1.940) $ 1$ S 10,498
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$ 4,433
(311)

78
848

4
448

5,500

965

2,260
(442)

3
1,041

285
69

432
4,613

887

18

1

2

168

738

263

475

475

1

$ 474

$ 3,807
1,407

26
727

(2)
464

6,429

1,080

1,160
1,123

3
929
244

71
45$

5,068

1,361

23

6

8

174

1,212

445

767

2

769

$ 766
2

$ 76$

$ 4,832
(805)

320
415

2
364

5,128

1,096

1,636
(286)

3
979
236

46
357

4,067

1,061

22

3

9

20$

881

261

620

242

862

$ 619
242

$ 861

2012 2011 2010

CONSOLIDATED STATEMENTS OF INCOME FOR TIlE YEARS ENDED DECEMBER 31,
PPL Energy Supply, LLC and Subsidiaries
(Millions ofDollars)

t”)perating Revenues
Wholesale energy marketing

Realized
Unrealized economic activity (Note 19)

Wholesale energy marketing to affiliate
Unregulated retail electric and gas
Net energy trading margins
Energy-related businesses
Total Operating Revenues

Operating Expenses
Operation

Fuel
Energy purchases

Realized
Unrealized economic activity (Note 19)

Energy purchases from affiliate
Other operation and maintenance

Depreciation
Taxes, other than income
Energy-related businesses
Total Operating Expenses

Operating Income

Other Income (Expense) - net

Other-Than-Temporary Impairments

(,terest Income from Affiliates

Interest Expense

Income (Loss) from Continuing Operations Before Income Taxes

Income Taxes

Income (Loss) from Continuing Operations After Income Taxes

Income (Loss) from Discontinued Operations (net of income taxes)

Net Income

Net Income Attributable to Noncontrolling Interests

Net Income Attributable to PPL Energy Supply Member

Amounts Attributable to PPL Energy Supply Member:
Income (Loss) from Continuing Operations Afier Income Taxes
Income (Loss) from Discontinued Operations (net of income taxes)

Net Income

$ 76$ $ $61

S 474

S 474

The accompanl’ing Notes to financial Statements are an integral part of the financial statements.
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CONSOLIDATED STATEMENTS OF COMPREIIENSWE INCOME
FOR TUE YEARS ENDED DECEMBER 31,
PPL Energy Supply, LLC and Subsidiaries
(Millions ofDollars)

2012 2011 2010

Net income $ 475 $ 769 $ 862

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, $0, ($1) (59)
Available-for-sale securities, net of tax of ($31), ($6), ($31) 29 9 29
Qualifying derivatives, net of tax of ($46), ($164), ($207) 68 267 305
Defined benefit plans:

Prior service costs, net of tax of $0, ($2), ($8) 1 (2) 12
Net actuarial gain (loss), net of tax of $56, $13, $36 (82) (22) (63)
Transition obligation, net of tax of $0, $0, ($3) 6

Reclassifications to net income - (gains) losses, net of tax expense (benefit):
Available-for-sale securities, net of tax of $1, $5, $3 (7) (7) (5)
Qualil’ing derivatives, net of tax of $291, $242, $99 (463) (353) (145)
Equity investees’ other comprehensive (income) loss, net of tax of $0, $0, $0 3
Defmed benefit plans:

Prior service costs, net of tax of($2), ($3), ($5) 5 4
Net actuarial loss, net of tax of($2), ($2), ($14) 10 4 39
Transition obligation, net of tax of $0, $0, ($1) 1

Total other comprehensive income (loss) attributable to
PPL Energy Supply Member (439) (97) 129

Comprehensive income (loss) 36 672 991
Comprehensive income attributable to noncontrolling interests 1 1 1

Comprehensive income (loss) attributable to PPL Energy Supply Member $ 35 $ 671 $ 990

The acconipanving Noles to Financial Statements are an integralpart ofthe financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS FOR THE YEARS EM)ED DECEMBER 31,
PPL Energy Supply, LLC and Subsidiaries
(Millions ofDollars)

In 2012 2011 2010
ash Flows from Operating Activities
Net income $ 475 $ 769 $ $62
Adjustments to reconcile net income to net cash provided by (used in) operating activities

Pre-tax gain from the sale of the Maine hydroelectric generation business (25)
Depreciation 285 245 365
Amortization 119 137 160
Defmed benefit plans - expense 43 36 52
Deferred income taxes and investment tax credits 152 317 (31)
Impairment of assets 3 13 120
Unrealized (gains) losses on derivatives, and other hedging activities (41) (283) 536
Provision for Montana hydroelectric litigation (74) 66
Other 42 25 41

Change in current assets and current liabilities
Accounts receivable (54) 38 (18)
Accounts payable (45) (89) 20
Unbilled revenues 33 14 (88)
Counterparty collateral (34) (190) (1$)
Taxes (27) 27 $7
Other (68) (18) 8

Other operating activities
Defined benefit plans - funding (75) (152) (302)
Other assets (41) (30) (71)
Other liabilities 17 (9) 76

Net cash provided by (used in) operating activities 784 776 1,840
Cash flows from investing Activities

Expenditures for property, plant and equipment (648) (661) (1,009)
Proceeds from the sale of certain non-core generation facilities 381
Proceeds from the sale of the Long Island generation business 124( ;Proceeds from the sale of the Maine hydroelectric generation business 3$

ilronwood Acquisition, net of cash acquired (84)
Expenditures for intangible assets (45) (57) (82)
Purchases of nuclear plant decommissioning trust investments (154) (169) (128)
Proceeds from the sale of nuclear plant decommissioning trust investments 139 156 114
Issuance of long-term notes receivable to affiliates (1,816)
Repayment of long-term notes receivable from affiliates 1,816
Net (increase) decrease in notes receivable from affiliates 198 (198)
Net (increase) decrease in restricted cash and cash equivalents 104 (128) 84
Other investing activities 21 8 34

Net cash provided by (used in) investing activities (469) (668) (825)
Cash flows from Financing Activities

issuance of long-term debt 500 602
Retirement of long-terni debt (9) (750)
Contributions from member 563 461 3,625
Distributions to member (787) (316) (4,692)
Cash included in net assets of subsidiary distributed to member (325)
Debt issuance and credit facility costs (3) (9) (53)
Net increase (decrease) in short-term debt (44) 50 (93)
Other financing activities (1) (1) (1)

Net cash provided by (used in) financing activities (281) (390) (612)
Effect of Exchange Rates on Cash and Cash Equivalents

__________

13
Net Increase (Decrease) in Cash and Cash Equivalents 34 (282) 416

Cash and Cash Equivalents at Beginning of Period 379 661 245

Cash and Cash Equivalents at End of Period S 413 $ 379 $ 661

Supplemental Disclosures of Cash flow Information
Cash paid (received) during the period for:

• Interest - net of amount capitalized S 150 $ 165 $ 275
Income taxes - net S 128 $ 69 $ 27$

The accompaiwing Notes to Financial Siatenients are an hilegi-al pai-i of/lie financial stalenients.
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CONSOLIDATED BALANCE SHEETS AT DECEMBER 31,
PPL Energy Supply, LLC and Subsidiaries
(Millions ofDollars)

(“ssets
2012 2011

Current Assets
Cash and cash equivalents
Restricted cash and cash equivalents
Accounts receivable (less reserve: 2012, $23; 2011, $15)

Customer
Other

Accounts receivable from affiliates
Unbilled revenues
Note receivable from affiliates
fuel, materials and supplies
Prepayments
Price risk management assets
Other current assets
Total Current Assets

Investments
Nuclear plant decommissioning trust funds
Other investments
Total Investments

Property, Plant and Equipment
Non-regulated property, plant and equipment

Generation
Nuclear fuel
Other

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

“,Constmction work in progress
\Aroperty, Plant and Equipment, net (a)

Other Noncurrent Assets
Goodwill
Other intangibles (a)
Price risk management assets
Other noncurrent assets
Total Other Noncurrent Assets

Total Assets

413 $ 379
145

169
31
89

402
198

327 298
15 14

2,527
11

(a) At December 31 2012 and December 31, 201 1, includes $428 imillion and $416 million of PP&E, consisting primarily of “Generation,” including leasehold improvements, and
$10 million and $11 tnillion of “Other intangibles” from the consolidation of a VIE that is the owner/lessor of the Lower Mt. Bethel plant. See Note 22 for additional
information.

The accompcl,ning Notes to Financial Statements are an integralpart ofthe financial statements.

$
46

183
31

125
369

1,511
10

3,030 4,263

712 640
41 40

753 680

11,305 10,517
524 457
294 245

5,817 5,573
6,306 5,646

987 840
7,293 6,486

86 86
252 386
557 896
404 382

1,299 1,750

S 12,375 $ 13,179

21$



CONSOLIDATED BALANCE SHEETS AT DECEMBER 31,
PPL Energy Supply, LLC and Subsidiaries
(Millions ofDollars)

(‘abillties and Equity

Current Liabilities
Short-term debt
Long-term debt due within one year
Accounts payable
Accounts payable to affiliates
Taxes
Interest
Price risk management liabilities
Deferred income taxes
Other current liabilities
Total Current Liabilities

Long-term Debt

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes
Investment tax credits
Price risk management liabilities
Accrued pension obligations
Asset retirement obligations
Other deferred credits and noncurrent liabilities
Total Deferred Credits and Other Noncurrent Liabilities

Commitments and Contingent Liabilities (Note 15)

Equity
Members equity

2012 2011

$ 356 $ 400
751
438 472

31 14
62 90
31 30

1,010 1,560
158 315
319 344

3,156 3,225

2,521 3,024

1,232 1,223
186 136
556 785
293 214
365 349
218 186

2,850 2,893

3,830 4,019
18 1$

3,848 4,037

S 12,375 $ 13,179

-,Noncontrolling interests
total Equity

Total Liabilities and Equity

The aceornpaniing Notes to financial Statements are an integralpart of the financial statements.
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CONSOLIDATED STATEMENTS OF EQTY
PFL Energy Supply, LLC and Subsidiaries
(Millions oJDollars)

Non-
Member’s controlling

equity interests Total

December 31, 2009 (a) $ 4,568 $ 18 $ 4,586
Net income 861 1 862
Other comprehensive income (loss) 129 129
Contributions from member 3,625 3,625
Distributions (4,692) (1) (4,693)
December 31,2010(a) $ 4,491 s 1$ $ 4,509

Net income $ 76$ $ 1 $ 769
Other comprehensive income (loss) (97) (97)
Contributions from member 461 461
Distributions (316) (1) (317)
Distribution of membership interest in PPL Global (b) (1,288)

________________

(1,288)

December 31,2011 (a) $ 4,019 $ 18 $ 4,037

Net income $ 474 $ 1 $ 475
Other comprehensive income (loss) (439) (439)
Contributions from member 563 563
Distributions (787) (1) (78$)

December 31, 2012 (a) $ 3,830 $ 18 $ 3,848

(a) See “Gei,eral - Comprehensive Income in Note I for disclosure of balances of each component of AOCL
(b) See Note 9 for additional information.

The accompom’ing Notes to Financial Statements are an integral part ofthefmancial statements.
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CONSOLIDATED STATEMENTS OF INCOME FOR THE YEARS ENDED DECEMBER 31,
PPL Electric Utilities Corporation and Subsidiaries
(Millions ofDollars)

2012 2011 2010
iperating Revennes
Retail electric S 1,760 $ 1,881 $ 2,448
Electric revenue from affiliate 3 11 7
Total Operating Revenues 1,763 1,892 2,455

Operating Expenses
Operation

Energy purchases 550 738 1,075
Energy purchases from affiliate 78 26 320
Other operation and maintenance 576 530 502

Depreciation 160 146 136
Taxes, other than income 105 104 138
Total Operating Expenses 1,469 1,544 2,171

Operating Income 294 348 284

Other Income (Expense) - net 9 7 7

Interest Expense 99 98 99

Income Before Income Taxes 204 257 192

Income Taxes 68 68 57

Net Income (a) 136 189 135

Distributions on Preferred Securities 4 16 20

Net Income Available to PPL S 132 $ 173 $ 115

Net income approximates comprehensive income.

The acconipaming Notes to Financial Statements are ott integral part of the financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS FOR THE YEARS ENDED DECEMBER 31,
PPL Electric Utilities Corporation and Subsidiaries
(Millions ofDollars)

2012 2011 2010
sh Flows from Operating Activities

Net income S 136 $ 189 $ 135
Adjustments to reconcile net income to net cash provided by (used in) operating activities

Depreciation 160 146 136
Amortization 18 8 (23)
Defined benefit plans - expense 22 18 20
Deferred income taxes and investment tax credits 114 106 198
Other 2 1 4

Change in current assets and current liabilities
Accounts receivable 3 (5) (38)
Accounts payable 27 (68) 31
Unbilled revenues (8) 36 59
Prepayments 2 58 (112)
Regulatory assets and liabilities (1) 107 (85)
Taxes 12 (23) (38)
Other (5) 7 (27)

Other operating activities
Defined benefit plans - funding (59) (113) (55)
Other assets (3) (28) 5
Other liabilities (31) (19) 2

Net cash provided by (used in) operating activities 389 420 212

Cash Flows from Investing Activities
Expenditures for property, plant and equipment (624) (481) (401)
Other investing activities 11 4 (2)

Net cash provided by (used in) investing activities (613) (477) (403)

Cash Flows from Financing Activities
Issuance of long-term debt 249 645

LNRetirement

of long-term debt (45$)
jContributions from PPL 150 100 55
Redemption of preference stock (250) (54)
Payment of common stock dividends to parent (95) (92) (71)
Other fmancing activities (10) (22) (20)

Net cash provided by (used in) fmancing activities 44 173 (90)

Net Increase (Decrease) in Cash and Cash Equivalents (180) 116 (281)
Cash and Cash Equivalents at Beginning of Period 320 204 485

Cash and Cash Equivalents at End of Period S 140 $ 320 $ 204

Supplemental Disclosures of Cash Flow Information
Cash paid (received) during the period for:

Interest - net of amount capitalized 5 81 $ 75 $ 87
Income taxes - net $ (42) $ (44) $ (33)

The accompwn’ntg Notes to Financial Statements are an integral part of the financial statements.
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CONSOLIDATED BALANCE SHEETS AT DECEMBER 31,
PPL Electric Utilities Corporation and Subsidiaries
(Millions ofDollars, shares in thousands)

•ssets
Current Assets

Cash and cash equivalents
Accounts receivable (less reserve: 2012, $18; 2011, $17)

Customer
Other

Accounts receivable from affiliates
Unbilled revenues
Materials and supplies
Prepayments
Deferred income taxes
Other current assets
Total Current Assets

Property, Plant and Equipment
Regulated utility plant
Less: accumulated depreciation - regulated utility plant

Regulated utility plant, net
Other, net
Construction work in progress
Property, Plant and Equipment, net

Other Noncurrent Assets
Regulatory assets
Intangibles
Other noncurrent assets
Total Other Noncurrent Assets

(otaJ Assets

2012 2011

S 140 $ 320

249 267
5 9

29 35
110 102
39 42
76 78
45 25

4 5
697 883

6,286 5,830
2,316 2,217
3,970 3,613

2 2
370 242

4,342 3,857

853 729
171 155

55 $1
1,079 965

S 6,118 $ 5,705

The accompaming Notes to financial Statements are an integral part ofthefinanc;cil statements.
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CONSOLIDATED BALANCE SHEETS AT DECEMBER 31,
PPL Electric Utilities Corporation and Subsidiaries
(Millions ofDollars shares in thousands)

(“abllities and Equity

Current Liabilities
Accounts payable
Accounts payable to affiliates
Taxes
Interest
Regulatory liabilities
Customer deposits and prepayments
Vacation
Other current liabilities
Total Current Liabilities

Long-term Debt

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes
Investment tax credits
Accrued pension obligations
Regulatory liabilities
Other deferred credits and noncurrent liabilities
Total Deferred Credits and Other Noncurrent Liabilities

Commitments and Contingent Liabilities (Notes 6 and 15)

Shareowners’ Equity
Preferred securities
Common stock - no par value (a)
Additional paid-in capital

- .Earnings reinvested
)Total Equity

Total Liabilities and Equity

(a) 170,000 shares authorized: 66,368 shares issued and outstanding at December 31,2012 and December 31, 2011.

2012 2011

$ 259 $ 171
63 64
12
26 24
52 53
21 39
23 22
49 47

505 420

1,967 1,718

1,233 1,115
3 5

237 186
8 7

103 129
1,584 1,442

250
364 364

1,135 979
563 532

2,062 2,125

S 6,118 $ 5,705

The acconlpa?n’ing Notes to financial Statements are an integralpart ofthe fuscmncial statements.
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CONSOLIDATED STATEMENTS OF SHAREOWERS’ EQTY
PPL Electric Utilities Corporation and Subsidiaries
(Millions ofDollars)

Common
stock
shares Additional

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

December3l,2009 66,368 $ 301 $ 364 $ $24 $ 407 $ 1,896
Net income 135 135
Redemption of preferred securities (b) (51) (3) (54)
Capital contributions from PPL 55 55
Cash dividends declared on preferred securities (17) (17)
Cash dividends

declared on common stock

____________ ___________ ___________ ___________

(71) (71)
December3l,2010 66,368 $ 250 $ 364 $ 879 $ 451 $ 1,944

Netincome $ 189 $ 189
Capital contributions from PPL $ 100 100
Cash dividends declared on preferred securities (16) (16)
Cash dividends

declared on common
stock

____________ ___________ ___________

(92) (92)

December 31, 2011 66,368 $ 250 $ 364 $ 979 $ 532 $ 2,125

Netincome $ 136 $ 136
Redemption of preferred securities (b) $ (250) $ 6 (6) (250)
Capital contributions from PPL 150 150
Cash dividends declared on preferred securities (4) (4)
Cash dividends declared on common stock

____________ ___________ ___________ ___________

(95) (95)
December 31,2012 66,368 $ $ 364 S 1,135 $ 563 S 2,062

(a) Shares in thousands. All common shares of PPL Electric stock are owned by PPL.
(b) In April 2010 and June 2012, collectively, PPL Electric redeemed all of its outstanding preferred securities. See Note 3 for additional information on both redemptions.

The accompanying Notes to financial Statements are an integral part of the financial statements.
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CONSOLIDATED STATEMENTS Of INCOME
LG&E and KU Energy LLC and Subsidiaries
(Millions ofDollars)

Successor Predecessor
Two Months Ten Months

Year Ended Year Ended Ended Ended
December 31, December 31, December 31, October 31,

2012 2011 2010 2010

Operating Revenues $ 2,759 $ 2,793 $ 494 $ 2,214

Operating Expenses
Operation

Fuel $72 866 138 723
Energy purchases 195 238 68 211
Other operation and maintenance 77$ 751 141 586

Depreciation 346 334 49 235
Taxes, other than income 46 37 2 21
Total Operating Expenses 2,237 2,226 398 1,776

Operating Income 522 567 96 438

Other Income (Expense) - net (15) (1) (2) 14

Other-Than-Temporary Impairments 25

Interest Expense 150 146 20 21

Interest Expense with Affiliate 1 1 4 131

Income (Loss) from Continuing Operations Before Income
Taxes 331 419 70 300

Incomelaxes 106 J53 25 109

f)icome (Loss) from Continuing Operations After Income
Taxes 225 266 45 191

Income (Loss) from Discontinued Operations (net of income
taxes) (6) (1) 2 (1)

Net Income (Loss) S 219 $ 265 $ 47 $ 190

The accompanying Notes to Financial Statements are on integral part of the financial stotements.
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
LG&E and KU Energy LLC and Subsidiaries
(Millions ofDollars)

Successor Predecessor
Two Months Ten Months

Year Ended Year Ended Ended Ended
December 31, December 31, December 31, October 31,

2012 2011 2010 2010

Net income (loss) S 219 $ 265 $ 47 $ 190

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

(expense) benefit:
Qualifying derivatives, net of tax of $0, $0, $0, ($7) 10
Equity investee’s other comprehensive income (loss), net

of tax of ($1), $0, $0, $1 1 (2)
Defined benefit plans:

Prior service costs, net of tax of $0, $1, $0, $0 (2)
Net actuarial loss, net of tax of $13, ($1), ($3), $15 (21) 6 (20)

Reclassification to net income - (gains) losses, net of tax
expense (benefit):

Defmed benefit plans:
Prior service costs, net of tax of $0, $0, $0, ($1)
Net actuarial loss, net of tax of $0, $1, $0, ($1) 1

_____________ _____________

Total other comprehensive income (loss) (19) (2) 6 (10)

Comprehensive income (loss) attributable to member S 200 $ 263 $ 53 $ i$0

The clccolnpani’ing Notes to Financial Statements are an integralpart ofthe financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS
LG&E and KU Energy LLC and Subsidiaries
(Millions ofDollars)

Successor Predecessor
Two Months Ten Months

Year Ended Year Ended Ended Ended
December 31, December 31, December 31, October 31,

2012 2011 2010 2010
Cash fJows from Operating Activities

Net income (loss) S 219 $ 265 $ 47 $ 190
Adjustments to reconcile net income (loss) to net cash

provided by (used in) operating activities
Depreciation 346 334 49 235
Amortization of regulatory assets 27 27 3
Defmed benefit plans - expense 40 51 12 52
Deferred income taxes and investment tax credits 133 218 52 65
Unrealized (gains) losses on derivatives 14
Loss from discontinued operations - net of tax
Impairment of assets 25
Other 2 (9) 11 (23)

Change in current assets and current liabilities
Accounts receivable (9) 17 (17) 12
Accounts payable 1 (32) (14) (34)
Accounts payable to affiliates (1) 4 (7)
Unbilled revenues (10) 24 (70) 41
Fuel, materials and supplies $ 15 15 (28)
Income tax receivable 2 37 (40) (2)
Taxes 1 (2) 4 18
Other (1) (27) 47

Other operating activities
Defined benefit plans - funding (70) (170) (8) (57)
Discontinued operations 13
Other assets (5) (11) 12 14
Other liabilities 38 18 (7) (63)

Net cash provided by (used in) operating activities 747 781 26 488
Cash flows from Investing Activities

Expenditures for property, plant and equipment (768) (477) (152) (447)
Proceeds from sales of discontinued operations 21
Proceeds from the sale of other investments 163

Net (increase) decrease in notes receivable from affiliates 15 46 (61)
Net (increase) decrease in restricted cash and cash equivalents (3) (9) 2

Net cash provided by (used in) investing activities (756) (277) (211) (426)
Cash Flows from Financing Activities

Issuance of short-term debt with affiliate 1,001 900
Retirement of short-term debt with affiliate (1,001) (575)
Net increase (decrease) hi notes payable with affiliates 25 (3)
Issuance of long-term debt with affiliate 1,783 50
Retirement of long-term debt with affiliate (1,783) (325)
Issuance of long-term debt 250 2,890
Retirement of long-term debt (2)
Net increase (decrease) in short-term debt 125 (163) 163
Repayment to EON AG affiliates (4,319)
Debt issuance and credit facility costs (2) (8) (32)
Distributions to member (155) (533) (100) ($7)
Contributions from member

________________

1,565

________________

Net cash provided by (used in) financing activities (7) (456) 167 (40)
Net Increase (Decrease) in Cash and Cash Equivalents (16) 48 (18) 22
Cash and Cash Equivalents at Beginning of Period 59 11 29 7
Cash and Cash Equivalents at End of Period S 43 $ 59 $ 11 $ 29

Supplemental Disciosu res of Cash Flow Information
Cash paid (received) during the period for:

Interest - net of amount capitalized S 139 $ 126 $ 41 $ 153
Income taxes - net S (45) $ (98) $ (1) $ 9

The accompcnn’nlg Notes to financial Statements are cam integral part of the fnmcnw,al statements.
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CONSOLIDATED BALANCE SHEETS AT DECEMBER 31,
LG&E and KU Energy LLC and Subsidiaries
(Millions ofDollars)

Th
Assets

Current Assets
Cash and cash equivalents
Accounts receivable (less reserve: 2012, $19; 2011, $17)

Customer
Other

Unbilled revenues
Accounts receivable from affiliates
Notes receivable from affiliates
fuel, materials and supplies
Prepayments
Price risk management assets from affiliates
Income taxes receivable
Deferred income taxes
Regulatory assets
Other current assets
Total Current Assets

Investments

Property, Plant and Equipment
Regulated utility plant
Less: accumulated depreciation - regulated utility plant

Regulated utility plant, net
Other, net
Construction work in progress
Property, Plant and Equipment, net

Other Noncurrent Assets
Regulatory assets
Goodwill
Other intangibles
Other noncurrent assets
Total Other Noncurrent Assets

Total Assets

I
15

276 283
28 22
14

1 3
13 17
19 9

2012 2011

$ 43 $ 59

133 129
19 20

156 146

4 3
707 706

1 31

8,073 7,519
519 277

7,554 7,242
3 2

750 557
8,307 7,801

630 620
996 996
271 314
107 108

2,004 2,038

S 11,019 $ 10,576

The accompanying Notes to Financial Statements are an integral part of the financial statements.
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CONSOLIDATED BALANCE SHEETS AT DECEMBER 31,
LG&E and KU Energy LLC and Subsidiaries
(Millions ofDollars)

2012 2011
jabillties and Equity

Current Liabilities
Short-term debt $ 125
Notes payable with affiliates 25
Accounts payable 283 $ 224
Accounts payable to affiliates 1 2
Customer deposits 48 45
Taxes 26 25
Regulatory liabilities 9 20
Interest 21 23
Salaries and benefits 69 59
Other current liabilities 36 35
Total Current Liabilities 643 433

Long-term Debt 4,075 4,073

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes 541 413
Investment tax credits 138 144
Price risk maiagemmt liabilities 53 55
Accrued pension obligations 414 359
Asset retirement obligations 125 116
Regulatory liabilities 1,002 1,003
Other deferred credits and noncurrent liabilities 242 239
Total Deferred Credits and Other Noncurrent Liabilities 2,515 2,329

Commitments and Contingent Liabilities (Notes 6 and 15)

Members equity 3,786 3,741

‘-i’otal Liabilities and Equity S 11,019 $ 10,576

The accompanying Notes to Financial Statements are an integral part ofthe financial stale,nents.
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CONSOLIDATED STATEMENTS Of EQUITY
LG&E and KU Energy LLC and Subsidiaries
(Millions ofDollars)

Non-
Member’s controlling

Equity interests Total

December3l,2009-Predecessor(a) $ 2,192 $ 32 $ 2,224
Net income 190 190
Distributions to member (81) (81)
Other comprehensive income (loss) (10) (10)
Noncontrolling interest - income (loss) from discontinued operations (11) (32) (43)
October 31, 2010 - Predecessor (a) $ 2,2$0 $ $ 2,280

Effect of PPL acquisition $ 213 $ 213
Net income 47 47
Contributions from member 1,565 1,565
Distributions to member (100) (100)
Other comprehensive income (loss) 6 6
December 31, 2010- Successor (a) $ 4.011 $ 4,011

Net income $ 265 $ 265
Distributions to member (533) (533)
Other comprehensive income (loss) (2) (2)
December 31, 2011 - Successor (a) S 3,741 $ 3,741

Netincome $ 219 $ 219
Distributions to member (155) (155)
Other comprehensive income (loss) (19) (19)
‘)ecember 31, 2012 - Successor (a) $ 3.786 $ 3,786

See “General - Comprehensive Income” in Note 1 for disclosure of balances of each component of AOCL

The accanipaming Notes to Financial Statements are an integral pail ofthe financial stalemmients.
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STATEI’vIENTS Of INCOME
Louisville Gas and Electric Company
(Millions ofDollars)

Successor Predecessor
Two Months Ten Months

Year Ended Year Ended Ended Ended
December 31, December 31, December 31, December 31,

2012 2011 2010 2010
Operating Revenues

Retail and wholesale $ 1,247 $ 1,281 $ 233 $ 978
Electric revenue from affiliate 77 83 21 79
Total Operating Revenues 1,324 1,364 254 1,057

Operating Expenses
Operation

Fuel 374 350 60 306
Energy purchases 163 209 61 142
Energy purchases from affiliate 12 36 2 13
Other operation and maintenance 363 363 67 281

Depreciation 152 147 23 115
Taxes, other than income 23 18 1 12
Total Operating Expenses 1,087 1,123 214 869

Operating Income 237 241 40 18$

Other Income (Expense) - net (3) (2) (3) 17

Interest Expense 42 44 7 16

Interest Expense with Affiliate 1 22

Income Before Income Taxes 192 195 29 167

c,womelaxes
69 71 10 58

Netlncome $ 123 $ 124 $ 19 $ 109

The accompaming Notes to Financial Statements are an integral part ofihefinancial statements.
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STATEMENTS OF COMPREffENSWE INCOME
Louisville Gas and Electric Company
(Millions ofDollars)

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

(expense) benefit:
Qualifying derivatives, net of tax of $0, $0, $0, ($7)

Total other comprehensive income (loss)

Comprehensive income

10
10

$ 119

Net income

Successor
Two Months

Year Ended Year Ended Ended
December 31, December 31, December 31,

2012 2011 2010

S 123 $ 124 $ 19

Predecessor
Ten Months

Ended
October 31,

2010

$ 109

$ 123 $ 124 $ 19

The accompanying Notes to the Financial Statements are an integral part of the financial statements.
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STATEMENTS OF CASH FLOWS
Louisville Gas and Electric Company
(Millions ofDollars)

Successor Predecessor
Two Months Ten Months

Year Ended Year Ended Ended Ended
December 31, December 31, December 31, October 31,

2012 2011 2010 2010
Cash Flows from Operating Activities

Netincome $ 123 $ 124 $ 19 $ 109
Adjustments to reconcile net income to net cash provided

by (used in) operating activities
Depreciation 152 147 23 115
Amortization 11 12 2
Defined benefit plans - expense 18 21 4 20
Deferred income taxes and investment tax credits 69 51 13 21
Unrealized (gains) losses on derivatives 14
Regulatory asset for previously recorded losses on

interest rate swaps (22)
Other (13) 1 2 2

Change in current assets and current liabilities
Accounts receivable (2) 25 (27) (2)
Accounts payable (24) 17
Accounts payable to affiliates (3) 6 (31) 23
Unbilled revenues (7) 16 (38) 22
fuel, materials and supplies 20 10 (22)
Taxes (7) 3
Other (7) (7) (2) (47)

Other operating activities
Defmed benefit plans - funding (27) (70) (1) (25)
Other assets (21) (7) (5)
Other liabilities 22 7 1 (14)

Net cash provided by (used in) operating activities 308 325 (8) 189
lash Flows from Investing Activities

)Expenditures for property, plant and equipment (286) (196) (65) (155)
Proceeds from the sale of assets to affiliate 4$
Proceeds from the sale of other investments 163
Net (increase) decrease in restricted cash and cash

equivalents (3) (9) 2

_______________

Net cash provided by (used in) investing activities (289) (42) (63) (107)
Cash Flows from financing Activities

Net increase (decrease) in notes payable with affiliates (12) (130) (2$)
Issuance of long-term debt with affiliate 485
Retirement of long-term debt with affiliate (485)
Issuance of tong-term debt 531
Net increase (decrease) in short-term debt 55 (163) 163
Repayment to E.ON AG affiliates (485)
Debt issuance and credit facility costs (2) (2) (10)
Payment of common stock dividends to parent (75) (83)

______________

(55)
Net cash provided by (used in) financing activities (22) (260) 69 ($3)

Net Increase (Decrease) in Cash and Cash Equivalents (3) 23 (2) (1)
Cash and Cash Equivalents at Beginning of Period 25 2 4 5
Cash and Cash Equivalents at End of Period S 22 $ 25 $ 2 $ 4

Supplemental Disclosures of Cash Flow Information
Cash paid (received) during the period for:

Interest - net of amount capitalized S 39 $ 40 $ 11 S 39
Income taxes - net S 5 $ 20 $ (8) $ 60

The czcconipam log Notes to financial Statements are an integral part of the financial statements.
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BALANCE SHEETS AT DECEMBER 31,
Louisville Gas and Electric Company
(Millions ofDollars, shares in thousands)

ssets

Current Assets
Cash and cash equivalents
Accounts receivable (less resen’e: 2012, $1; 2011, $2)

Customer
Other

Unbilled revenues
Accounts receivable from affiliates
fuel, materials and supplies
Prepayments
Price risk management from affiliates
Income taxes receivable
Deferred income taxes
Regulatory assets
Other current assets
Total Current Assets

Property, Plant and Equipment
Regulated utility plant
Less: accumulated depreciation - regulated utility plant

Regulated utility plant, net
Construction work in progress
Property, Plant and Equipment, net

Other Noncurrent Assets
Regulatory assets
Goodwill

-

, Other intangibles
)Other noncurrent assets
Total Other Noncurrent Assets

Total Assets

22 $

59 60
8 9

72 65
14 11

142 142
77

7
8 4

2
19 9

2012 2011

$ 25

1
359 334

3,187 2,956
220 116

2,967 2,840
259 215

3,226 3,055

400 403
389 389
144 166
44 40

977 998

$ 4,562 $ 4,387

The accompaming Notes to Financial Statements are an integral part ojihefinancial stale,nents.
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BALANCE SHEETS AT DECEMBER 31,
Louisville Gas and Electric Company
(Millions ofDollars, shares in thousands)

2012 2011
(‘abi1ities and Equity

Current Liabilities
Short-term debt $ 55
Accounts payable 117 $ 94
Accounts payable to affiliates 23 26
Customer deposits 23 22
Taxes 2 13
Regulatory liabilities 4 10
Interest 5 6
Salaries and benefits 1$ 14
Deferred income taxes ‘I
Other current liabilities 17 14
Total Current Liabilities 268 199

Long-term Debt 1,112 1,112

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes 544
Investment tax credits 40 43
Accrued pension obligations 102 95
Asset retirement obligations 56 55
Regulatory liabilities 471 47$
Price risk management liabilities 53 55
Other deferred credits and noncurrent liabilities 106 113
Total Deferred Credits and Other Noncurrent Liabilities 1,372 1,314

Commitments and Contingent Liabilities (Notes 6 and 15)

‘ .Stockholder’s Equity
Common stock - no par value (a) 424 424
Additional paid-in capital 1,278 1,278
Earnings reinvested 108 60

Total Equity 1,810 1,762

Total Liabilities and Equity $ 4,562 $ 4.387

(a) 75,000 shares authorized; 21.294 shares issued and outstanding at December 31, 2012 and December 31, 2011.

The accompanying Notes to Financial Statements are an integral part of the financial statements.
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STATEMENTS OF EQTY
Louisville Gas and Electric Company
(Millions ofDollars)

Common Accumulated
stock other
shares Additional comprehensive

outstanding Common paid-in Earnings income
(a) stock capital reinvested (loss) Total

December3l,2009-Predecessor(b) 21,294 $ 424 $ $4 $ 755 $ (10) $ 1,253
Net income 109 109
Cash dividends declared on common stock (55) (55)
Other comprehensive income (loss)

______________ ____________ _____________ _____________

10 10
October3l,2010-Predecessor 21,294 $ 424 $ $4 $ $09 $ $ 1,317

Effect of PPL acquisition $ 1,194 $ ($09) $ 385
Netincome

__________ ________

19 19
December3l,2010-Successor 21,294 S 424 $ 1,278 $ 19 $ 1,721

Net income $ 124 $ 124
Cash dividends declared on common stock

____________ __________ ___________

(83) (83)
December3l,2011-Successor 21,294 $ 424 $ 1,278 $ 60 $ 1,762

Net income $ 123 $ 123
Cash dividends declared on common stock

____________ __________ ___________

(75) (75)
December 31,2012 - Successor 21.294 $ 424 $ 1.27$ $ 108 $ 1,810

(a) Shares in thousands. All common shares of LG&E stock are owned by LKE.
(b) See “General - Comprehensive Income in Note I for disclosure of balances of each component of AOCI.

The accompanying Notes to financial Statements are an integral part ofthefinancial slatements.

238



STATEMENTS OF INCOME
Kentucky Utilifies Company
(Millions ofDollars)

Successor Predecessor
Two Months Ten Months

Year Ended Year Ended Ended Ended
December 31, December 31, December 31, October 31,

2012 2011 2010 2010
Operating Revenues

Retail and wholesale $ 1,512 $ 1,512 $ 261 $ 1,235
Electric revenue from affiliate 12 36 2 13
Total Operating Revenues 1,524 1,548 263 1,248

Operating Expenses
Operation

Fuel 498 516 78 417
Energy purchases 32 29 7 68
Energy purchases from affiliate 77 83 21 79
Other operation and maintenance 384 362 65 271

Depreciation 193 186 26 119
Taxes, other than income 23 19 1 9
Total Operating Expenses 1,207 1,195 198 963

Operating Income 317 353 65 285

Other Income (Expense) - net (8) (1) 1

Other-Than-Temporary Impairments 25

Interest Expense 69 70 8 6

Interest Expense with Affiliate 2 62

Income Before Income Taxes 215 282 55 218

4 kome Taxes

__________

78 104 20 78

Netlncome $ 137 $ 178 $ 35 $ 140

The accompanying Notes to Financial Statenierns are an integral part ofthefmancial smienlents.
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STATEMENTS OF COMPREHENSIVE INCOME
Kentucky Utilities Company
(Millions ofDollars)

Successor Predecessor
Two Months Ten Months

Year Ended Year Ended Ended Ended
December 31, December 31, December 31, October 31,

2012 2011 2010 2010

Net income S 137 $ 178 $ 35 $ 140

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

(expense) benefit:
Equity investees’ other comprehensive income (loss), net of

tax of($1), $0, $0, $1 1

_____________ ___________

(2)
Total other comprehensive income (loss) 1

______________ ____________

(2)

Comprehensive income S 135 $ 178 $ 35 $ 136

The accompanying Notes to Financial Statements are an integral part of the financial statements.
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STATEMENTS Of CASH FLOWS
Kentucky Utilities Company
(Millions ofDollars)

Successor Predecessor
Two Months Ten Months

Year Ended Year Ended Ended Ended
December 31, December 31, December 31, October 31,

2012 2011 2010 2010
Cash flows from Operating Activities

Net income $ 137 $ 178 $ 35 $ 140
Adjustments to reconcile net income to net cash provided

by (used in) operating activities
Depreciation 193 186 26 119
Amortization 14 13 2
Defmed benefit plans - expense 11 14 3 13
Deferred income taxes and investment tax credits 99 108 4 23
Impairment of assets 25
Other 10 (10) 12 (3)

Change in current assets and current liabilities
Accounts receivable (17) 22 (12) 13
Accounts payable 1 2 9 (17)
Accounts payable to affiliates (12) (41) 46
Unbilled revenues (3) 8 (32) 19
Fuel, materials and supplies 7 (5) 5 (6)
Taxes 15 (14) 14
Other 6 (3) 6 10

Other operating activities
Defmed benefit plans - funding (21) (50) (2) (18)
Other assets (3) (2) 15
Other liabilities 26 9 1 (10)

Net cash provided by (used in) operating activities 500 444 30 344
Cash Flows from Investing Activities

Expenditures for property, plant and equipment (480) (279) (89) (292)
Purchases

of assets
from affiliate

______________
______________

(48)
Net cash provided by (used in) investing activities (480) (279) (89) (340)

cash flows from Financing Activities
Issuance of short-term debt with affiliate 33
Retirement of short-term debt with affiliate (33)
Net increase (decrease) in notes payable with affiliates (10) ($3) 48
Issuance of long-term debt with affiliate 1,298
Retirement of long-term debt with affiliate (1,298)
Issuance of long-term debt 1,489
Net increase (decrease) in short-term debt 70
Repayment to E.ONAG affiliates (1,331)
Debt issuance and credit facility costs (3) (17)
Payment of common stock dividends to parent (100) (124) (50)

Net cash provided by (used in) fmancing activities (30) (137) 58 (2)
Net Increase (Decrease) in Cash and Cash Equivalents (10) 28 (1) 2
Cash and Cash Equivalents at Beginning of Period 31 3 4 2
Cash and Cash Equivalents at End of Period $ 21 $ 31 $ 3 $ 4

Supplemental Disclosures of Cash Flow Information
Cash paid (received) during the period for:

Interest - net of amount capitalized $ 62 $ 60 $ 22 $ 62
Income taxes - net $ (39) $ 16 $ (12) $ 74

The accompanying Notes to financial Statements are an integral part of the financial statements.
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BALANCE SHEETS AT DECEMBER 31,
Kentucky Utilities Company
(Millions ofDollars, shares in tho,aands,

Current Assets
Cash and cash equivalents
Accounts receivable (less reserve: 2012, $2; 2011, $2)

Customer
Other

Unbilled revenues
Accounts receivable from affiliates
fuel, materials and supplies
Prepayments
Price risk management assets from affiliates
Income taxes receivable
Deferred income taxes
Other current assets
Total Current Assets

Investments

Property, Plant and Equipment
Regulated utility plant
Less: accumulated depreciation - regulated utility plant

Regulated utility plant, net
Other, net
Construction work in progress
Property, Plant and Equipment, net

Other Noncurrent Assets
“Regulatoty assets

Goodwill
Other intangibles
Other noncurrent assets
Total Other Noncurrent Assets

Total Assets

21 $

74 69
911

84 81
7

141
7

5
5
3

351

2012 2011

$ 31

134
10

7
2
3
3

356

31

4,886 4,563
299 161

4,587 4,402
I

490 340
5,078 4,742

230 217
607 607
127 148
57 60

1,021 1,032

S 6,455 $ 6,156

The accompanying Notes to Financial Statements are an integral part ofthefinancial staie,nents.
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BALANCE SHEETS AT DECEMBER 31,
Kentucky Utilities Company
(Millions ofDollars, shares in thousands)

(“abilifies and Equity

Current Liabilities
Short-term debt
Accounts payable
Accounts payable to affiliates
Customer deposits
Taxes
Regulatory liabilities
Interest
Salaries and benefits
Other current liabilities
Total Current Liabilities

Long-term Debt

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes
Investment tax credits
Accrued pension obligations
Asset retirement obligations
Regulatory liabilities
Other deferred credits and noncurrent liabilities
Total Deferred Credits and Other Noncurrent Liabilities

Commitments and Contingent Liabilities (Notes 6 and 15)

Stockholderts Equity
Common stock - no par value (a)

LAdditional

paid-in capital
Accumulated other comprehensive income (loss)
Earnings reinvested
Total Equity

Total Liabilities and Equity

2012

S 70
147
33
25
26

5
10
17
16

349

1,842

587
98

104
69

531
92

1,481

308
2,348

1
126

2,783

$ 6,455

2011

$ 112
33
23
11
10
11
15
13

22$

1,842

484
101

$3
61

525
$7

1,341

30$
2,348

89
2,745

$ 6,156

(a) 80,000 shares authorized; 37,818 shares issued and outstanding at December 31, 2012 and December 31,2011.

The accompanying Notes to financial $lalenients are an integralpart ofthe financial statements.
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STATEMENTS Of EQUITY
Kentucky Utilities Company
(Millions ofDollars)

Common
stock
shares Additional

outstanding Common paid-in
(a) stock capital

37,818 $ 308 $ 316 $

Accumulated
other

comprehensive
income
(loss) Total

$ 1,952
140
(50)

$ (2) (2)
$ (2) $ 2,040

Effect of PPL acquisition
Net income

December 31, 2010 - Successor

Net income
Cash dividends declared on common stock

December 31, 2011 - Successor 37,818 $ 308 $ 2,348

$ 178
(124)

$ 89

$ 178
(124)

$ 2,745

Net income
Cash dividends declared on common stock
Other comprehensive income (loss)
December 31, 2012 - Successor (b)

$ 137
(100)

$ 137
(100)

$ 1 1
$ I $ 2,783

(a) Shares in thousands. All common shares of KU stock are owned by LKE.
(b) See General - Comprehensive Income in Note 1 for disclosure of balances of each component of AOCI.

The acconipanving Notes to Financial Stateuzents are an integral part of the_financial statements.

December 31, 2009 - Predecessor
Net income
Cash dividends declared on common stock
Other comprehensive income (loss)
October 31, 2010 - Predecessor (b)

Earnings
reinvested

1,328
140
(50)

37,818 $ 308 $ 316 $ 1,418

$ 2,032

37,818 $ 308 $ 2,348

$ (1,418)
35

$ 35

$ 2$ 616
35

$ $ 2,691

37,818 $ 30$ $ 2,348 $ 126
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COMBINED NOTES TO FINANCIAL STATEMENTS

1. Summary of Significant Accounting Policies

?PL, PFL Energy Supply, PPL Electric, LKE, LG&E and KU)

General

Capitalized terms and abbreviations are explained in the glossary. Dollars are in millions, except per share data, unless otherwise noted.

Business and Consolidation

(PFL)

PPL is an energy and utility holding company that, through its subsidiaries, is primarily engaged in: 1) the regulated generation, transmission,
distribution and sale of electricity and the regulated distribution and sale of natural gas, primarily in Kentucky; 2) the regulated distribution of
electricity in the U.K.; 3) the regulated transmission, distribution and sale of electricity in Pennsylvania; and 4) the competitive generation and
marketing of electricity in portions of the northeastern and northwestern U.S. Headquartered in Allentown, PA, PPLs principal subsidiaries are
LKE (including its principal subsidiaries, LG&E and KU), PPL Global, PPL Electric and PPL Energy Supply (including its principal subsidiaries,
PPL EnergyPlus and PPL Generation). PPLs corporate level fmancing subsidiary is PPL Capital funding.

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 referred to as WPD Midlands), from subsidiaries of
EON AG. WPD Midlands’ operating results are included in PPL’s results of operations for the full year of 2012, but as PPL is consolidating
WPD Midlands on a one-month lag, eight months of operating results are included in PPL’s results of operations for 2011 with no comparable
amounts for 2010.

On November 1,2010, PPL acquired all of the limited liability company interests of E.ON U.S. LLC from a wholly owned subsidiary of E.ON
AG. Upon completion of the acquisition, E.ON U.S. LLC was renamed LG&E and KU Energy LLC. LKE’s operating results are included in
PPL’s results of operations for the full years of 2012 and 2011, while 2010 includes LIKE’s operating results for the two months ended December
31, 2010.

teNote 10 for additional information regarding the acquisitions of WPD Midlands and LKE.

(PPL and PFL Energy Supply)

In April 2012, an indirect, wholly owned subsidiary of PPL Energy Supply completed the fronwood Acquisition. See Note 10 for additional
information.

(FFL, LKE, LG&E and KU)

LKE is a holding company with cost-based rate-regulated utility operations through its subsidiaries, LG&E and KU, and is subject to
PUHCA. LG&E and KU are engaged in the regulated generation, transmission, distribution and sale of electricity. LG&E also engages in the
regulated distribution and sale of natural gas. LG&E and KU maintain their separate identities and serve customers in Kentucky under their
respective names. KU also serves customers in Virginia (under the Old Dominion Power name) and in Tennessee.

(LKE, LG&E and KU)

LKE’s, LG&E’s and KU’s Financial Statements and related fmancial and operating data include the periods before and after PPL’s acquisition of
LKE on November 1, 2010 and have been segregated to present pre-acquisition activity as the Predecessor and post-acquisition activity as the
Successor. Certain accounting and presentation methods were changed to acceptable alternatives to conform to PPL’s accounting policies, and the
cost bases of certain assets and liabilities were changed as of November 1, 2010 as a result of the application of push-down
accounting. Consequently, the fmancial position, results of operations and cash flows for the Successor periods are not comparable to the
Predecessor periods; however, the core operations of LIKE, LG&E and KU have not changed as a result of the acquisition.
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(PPL and PPL Energy Supply)

PPL Generation owns and operates a portfoiio of competitive domestic power generating assets. These power plants are located in Pennsylvania
and Montana and use well-diversified fuel sources including coal, uranium, natural gas, oil and water. PPL EnergyPlus sells electricity produced

PPL Generation subsidiaries, participates in wholesale market load-following auctions, and markets various energy products and commodities
ach as: capacity, transmission, FTRs, coal, natural gas, oil, uranium, emission allowances, RECs and other commodities in competitive

wholesale and competitive retail markets, primarily in the northeastern and northwestern U.S.

(PPL Energy Supply)

Tn January 2011, PPL Energy Supply distributed its membership interest in PPL Global, representing all 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 9 for additional information.

(PPL, PPL Energy Supply and LKE)

“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. See Note 9 for additional information. The Statements of Cash Flows do not separately report the cash flows of the
Discontinued Operations, except for the IKE Predecessor period, which separately discloses these cash flows within operating, investing and
fmancing activities, consistent with LKE’s pre-acquisition accounting policy.

(PPL and PPL Electric)

PPL Electric is a cost-based rate-regulated subsidiary of PPL. PPL Electric’s principal business is the regulated transmission and distribution of
electricity to serve retail customers in its franchised territory in eastern and central Pennsylvania and the regulated supply of electricity to retail
customers in that territory as a PLR.

(PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

The fmancial statements of the Registrants include each company’s own accounts as well as the accounts of all entities in which the company has a
controlling financial interest. Entities for which a controlling fmancial interest is not demonstrated through voting interests are evaluated based on
accounting guidance for VIEs. The Registrants consolidate a VIE when they are determined to have a controlling interest in the VIE, and thus are
the primary beneficiary of the entity. For PPL and PPL Energy Supply, see Note 22 for information regarding a consolidated VIE. Investments in

1Nitities in which a company has the ability to exercise significant influence but does not have a controlling financial interest are accounted for
)ider the equity method. All other investments are carried at cost or fair value. All significant intercompany transactions have been

“eliminated. Any noncontrolling interests are reflected in the fmancial statements.

The financial statements of PPL, PPL Energy Supply, LKE, LG&E and KU include theft share of any undivided interests in jointly owned
facilities, as well as theft share of the related operating costs of those facilities. See Note 14 for additional information.

(PPL)

PPL consolidates WPD, including WPD Midlands, on a one-nionth lag. Material intervening events, such as debt issuances that occur in the lag
period, are recognized in the current period fmancial statements. Events that are significant but not material are disclosed.
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Regulation

(PPL, PPL Electric, LKE, LG&E and KU)

L Electric, LG&E and KU are cost-based rate-regulated utilities for winch rates are set by regulators to enable PPL Electric, LG&E and KU to
.kover the costs of providing electric or gas service, as applicable, and to provide a reasonable return to shareholders. Rates are generally

established based on a historical test period adjusted to exclude unusual or nonrecurring items. As a result, the financial statements are subject to
the accounting for certain types of regulation as prescribed by GAAP and reflect the effects of regulatory actions. Regulatory assets are
recognized for the effect of transactions or events where future recovery of underlying costs is probable in regulated customer rates. The effect of
such accounting is to defer certain or qualifying costs that would otherwise currently be charged to expense. Regulatory liabilities are recognized
for amounts expected to be returned through future regulated customer rates. In certain cases, regulatory liabilities are recorded based on an
understanding or agreement with the regulator that rates have been set to recover costs that are expected to be incurred in the future, and the
regulated entity is accountable for any amounts charged pursuant to such rates and not yet expended for the intended purpose. The accounting for
regulatory assets and liabilities is based on specific ratemaking decisions or precedent for each transaction or event as prescribed by the FERC or
the applicable state regulatory conmiissions. See Note 6 for additional details regarding regulatory matters.

(PPL)

WPD operates in an incentive-based regulatory structure under distribution licenses granted by Ofgem. Electricity distribution revenues are set by
Ofgem every five years through price control reviews that are not directly based on cost recovery. The price control formula that governs WPD’s
allowed revenue is designed to provide economic incentives to minimize operating, capital and fmancing costs. As a result, WPD is not subject to
accounting for the effects of certain types of regulation as prescribed by GAAP and does not record regulatory assets and liabilities.

Accounting Records (PFL, PPL Electric, LKE, LG&E and KU,)

The system of accounts for domestic regulated entities is maintained in accordance with the Uniform System of Accounts prescribed by the FERC
and adopted by the applicable state regulatory commissions.

(PPL, FFL Energy Supply, PPL Electric, LKE, LG&E and KU)

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect the

Coamounts of assets and liabilities, the disclosure of contingent liabilities at the date of the fmancial statements and the reported amounts of
venues and expenses during the reporting period. Actual results could differ from those estimates.

Loss Accruals

Potential losses are accrued when (1) information is available that indicates it is “probable” that a loss has been incurred, given the likelihood of
the uncertain future events and (2) the amount of the loss can be reasonably estimated. Accounting guidance defines “probable as cases in which
“the future event or events are likely to occur.” The Registrants continuously assess potential loss contingencies for environmental remediation,
litigation claims, regulatory penalties and other events. Loss accruals for environmental reinediation are discounted when appropriate.

The accrual of contingencies that might result in gains is not recorded, unless realization is assured.

Chances in Classification

The classification of certain amounts in the 2011 and 2010 financial statements have been changed to conform to the current presentation. The
changes in classification did not affect the Registrants’ net income or equity.

247



Comprehensive Income (PPL, PFL Energy Supply, LKE, LG&E and KU)

Comprehensive income, which includes net income and OCI, is shown on the Statements of Comprehensive Income.

which is presented on the Balance Sheets of PPL and included in Member’s equity on the Balance Sheets of PPL Energy Supply and LKE,
.onsisted of the following after-tax gains (losses).

Unrealized gains (losses) Defined benefit plans
Foreign
currency Available- Equity Prior Actuarial Transition

translation for-sale Qualifying investees’ service gain asset
adjustments Securities derivatives AOCI costs (loss) (obligation) Total

PPL

December3l,2009 $ (136) $ 62 $ 602 $ (2) $ (61) $ (993) S (9) $ (537)
oci (59) 24 93 29 (39) 10 58

December 31, 2010 S (195) S $6 $ 695 $ (2) $ (32) $ (1,032) $ I $ (479)

OC1
(48) 2 (168) 3 7 (105) (309)

December31, 2011 $ (243) $ $8 $ 527 $ 1 $ (25) $ (1.137) $ I S (78$)

OCT 94 22 (395) 2 11 ($86)

________________

(1,152)

December3l,2012 $ (149) S 110 $ 132 $ 3 $ (14) $ (2.023) $ I $ (1,940)

PPL Energy Supply

December3l,2009 S (136) S 62 $ 573 $ (2) $ (44) $ (930) $ (7) $ (484)
OCT (59) 24 159 21 (23) 7 129

December 31, 2010 S (195) $ 86 $ 732 5 (2) $ (23) $ (953) $ $ (355)

Gd 2 (86) 3 2 (1$) (97)
Distribution of membership

interest in PPL Global (a) 195

_______________

(41)

_______________

5 780

_________________

939

December3l,2011 S $ 88 S 605 $ I S (16) $ (191) $ 487

OCI
22 (395) 6 (72)

_________________

(439)

ecember31, 2012 $ 110 $ 210 $ I $ (10) $ (263) $ 48

See Note 9 for additional information.

Defined benefit plans
Foreign Unrealized
currency gains (losses) Equity Prior

translation on qualifying investees’ service Actuarial
adjustments derivatives AOCI costs gain (loss) Total

IKE

December 31,2009-Predecessor $ 11 $ (6) $ (12) $ (36) $ (43)
Disposal of discontintied operations (11) (11)
OCT

______________

10 $ (2) 1 (19) (10)

October 31, 2010- Predecessor $ $ 4 S (2) $ (11) $ (55) $ (64)

Effect ofPPL acquisition (4) 2 11 55 64
OCI

___________ ___________ ___________ ___________

6 6

December 31, 2010- Successor S $ $ $ 6 $ 6

OCT

_______________ _______________ _______________

(2)

_______________

(2)
$ ($ 6$ 4December31, 2011- Successor —

OCI

_______________ _______________

1 (20) (19)

December 31, 2012- Successor

_______________ _______________

$ 1 $ (2) $ (14) $ (15)

LG&E had an AOCI balance that was a loss of $10 million at December 31. 2009 (a Predecessor period). LG&E had no AOCI balances at
December 31, 2010, 2011 or 2012 (Successor periods). During the ten months ended October 31, 2010 (a Predecessor period), LG&E had $10
million of gains on qualifying derivatives that were recorded in OCI.

KU had no AOCI balances at December 31, 2009 (a Predecessor period), 2010 or 2011 (Successor periods). KU had an AOCI balance that was a
gain of $1 million at December 31, 2012 (a Successor period) related to an equity investee’s AOCI. KU recorded $2 million of losses related to an

4 ‘quity investee’s OCI during the ten months ended October 31, 2010 (a Predecessor period). wi-rich were eliminated with the effect of the PPL
kquisition.

248



Earnings Per Share (PPL)

EPS is computed using the two-class method, which is an earnings allocation method for computing EPS that treats a participating security as
having rights to earnings that would otherwise have been available to common shareowners. Share-based payment awards that provide recipients

on-forfeitable right to dividends or dividend equivalents are considered participating securities.

Price Risk Management

(?PL, FFL Energy Supply, LKE, LG&E and KU)

Energy and energy-related contracts are used to hedge the variability of expected cash flows associated with the generating units and marketing
activities, as well as for trading purposes. Interest rate contracts are used to hedge exposures to changes in the fair value of debt instruments and
to hedge exposures to variability in expected cash flows associated with existing floating-rate debt instruments or forecasted fixed-rate issuances
of debt. Foreign currency exchange contracts are used to hedge foreign currency exchange exposures, primarily associated with PPLs
investments in U.K. subsidiaries. Similar derivatives may receive different accounting treatment, depending on management’s intended use and
documentation.

Certain energy and energy-related contracts meet the definition of a derivative, while others do not meet the definition of a derivative because they
lack a notional amount or a net settlement provision, hi cases where there is no net settlement provision, markets are periodically assessed to
determine whether market mechanisms have evolved that would facilitate net settlement. Certain derivative energy contracts have been excluded
from the requirements of derivative accounting treaUnent because they meet the defmition of NPNS. These contracts are accounted for using
accrual accounting. All other contracts that have been classified as derivative contracts are reflected on the balance sheet at their fair value. These
contracts are recorded as “Price risk management assets” and “Price risk management liabilities” on the Balance Sheets. The portion of derivative
positions that deliver within a year are included in “Current Assets” and “Current Liabilities,” while the portion of derivative positions that deliver
beyond a year are recorded in “Other Noncurrent Assets” and “Deferred Credits and Other Noncurrent Liabilities.”

Energy and energy-related contracts are assigned a strategy and accounting classification. Processes exist that allow for subsequent review and
validation of the contract information. These strategies are discussed in more detail in Note 19. The accounting department provides the traders
and the risk management department with guidelines on appropriate accounting classifications for various contract types and strategies. Some
examples of these guidelines include, but are not limited to:

Physical coal, limestone, lime, uranium, electric transmission, gas transportation. gas storage and renewable energy credit contracts are not
derivatives due to the lack of net settlement provisions.

Only contracts where physical delivery is deemed probable throughout the entire term of the contract can qualify for NPNS.

• Physical transactions that permit cash settlement and fmancial transactions do not qualify for NPNS because physical delivery cannot be
asserted; however, these transactions can receive cash flow hedge treatment if they lock in the future cash flows for energy-related
commodities.

• Certain purchased option contracts or net purchased option collars may receive hedge accounting treatment. Those that are not eligible are
recorded at fair value through earnings.

• Derivative transactions that do not qualify for NPNS or hedge accounting treatment are recorded at fair value through earnings.

A similar process is also followed by the treasury department as it relates to interest rate and foreign currency derivatives. Examples of
accounting guidelines provided to the treasury department staff include, but are not limited to:

• Transactions to lock in an interest rate prior to a debt issuance can be designated as cash flow hedges, to the extent the forecasted debt
issuances remain probable of occurring.

• Cross-currency transactions to hedge interest and principal repayments can be designated as cash flow hedges.

• Transactions entered into to hedge fluctuations in the fair value of existing debt can be designated as fair value hedges.

• Transactions entered into to hedge the value of a net investment of foreign operations can be designated as net investment hedges.
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• Derivative transactions that do not qualify for hedge accounting treatment are marked to fair value through earnings. These transactions
generally include foreign currency swaps and options to hedge GBP earnings translation risk associated with PPL’s U.K. subsidiaries that
report theft financial statements in GBP. As such, these transactions reduce earnings volatility due solely to changes in foreign currency
exchange rates.

• Derivative transactions may be marked to fair value through regulatory assets/liabilities if approved by the appropriate regulatory
body. These transactions generally include the effect of interest rate swaps that are included in customer rates.

Cash inflows and outflows related to derivative instruments are included as a component of operating, investing or fmancing activities on the
Statements of Cash Flows, depending on the underlying nature of the hedged items.

PPL and its subsidiaries have elected not to offset net derivative positions against the right to reclaim cash collateral (a receivable) or the
obligation to return cash collateral (a payable) under master netting arrangements.

PPL Energy Supply reflects its net realized and unrealized gains and losses associated with all derivatives that are held for trading purposes in
“Net energy trading margins” on the Statements of Income.

See Notes 18 and 19 for additional information on derivatives.

(PFL and PPL Electric)

To meet its obligation as a PLR to its customers, PPL Electric has entered into certain contracts that meet the definition of a derivative. However,
these contracts qualify for NPNS. See Notes 18 and 19 for additional information.

Revenue

Utility Revenue (PPL)

For the years ended December 31, the Statements of Income “Utility” line item contains rate-regulated revenue from the following:

2012 2011 2010

‘nomestic electric and gas revenue (a) $ 4.519 $ 4,674 $ 2,941
)K. electric reventie (b) 2,289 1.61$ 727

Total $ 6,808 $ 6,292 $ 3,668

(a) Represents revenue from regulated generation, transmission and/or distribution in Pennsylvania, Kentucky, Virginia and Tennessee, including regulated wholesale
revenue. 2010 includes two months of revenue for LKE.

(b) Represents electric distribution revenue from the operation of WPDs distribution networks. 2011 includes eight months of revenue for WPD Midlands.

Revenue Recognition

(FPL, PPL Energy Supply, PFL Electric, LKE, LG&E and KU)

Operating revenues, except for certain energy and energy-related contracts that meet the definition of derivative instruments and “Enei’gy-related
businesses,” are recorded based on energy deliveries through the end of the calendar month. Unbilled retail revenues result because customers’
meters are read and bills are rendered throughout the month, rather than all being read at the end of the month. Unbilled revenues for a month are
calculated by multiplying an estimate of unbilled kWh by the estimated average cents per kWh. Unbilled wholesale energy revenues are recorded
at month-end to reflect estimated amounts until actual dollars and MWhs are confirmed and invoiced. Any difference between estimated and
actual revenues is adjusted the following month.
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Certain PPL subsidiaries participate primarily in the PJM RIO, as well as in other RIOs and ISOs. In PJM, PPL EnergyPlus is a marketer, a
load-serving entity and a seller for PPL Energy Supply’s generation subsidiaries. A function of interchange accounting is to match participants’
MWh entitlements (generation plus scheduled bilateral purchases) against their MWh obligations (load plus scheduled bilateral sales) during
every hour of every day. If the net result during any given hour is an entitlement, the participant is credited with a spot-market sale to the RIO at

e respective market price for that hour; if the net result is an obligation, the participant is charged with a spot-market purchase at the respective
arket price for that hour. PPL Energy Supply records the hourly net sales in its Statements of Income as “Wholesale energy marketing” if in a

net sales position and “Energy purchases” if in a net purchase position.

(PPL)

WPD’s revenue is primarily from charges to suppliers to use its distribution system to deliver electricity to the end-user. WPD’s allowed revenue
is not dependent on volume delivered over the five-year price control period. However, in any fiscal period, WPD’s revenue could be negatively
affected if its tariffs and the volume delivered do not fully recover the allowed revenue for a given period. Under recoveries are recovered and
recorded in the next regulatory year. Over recoveries are reflected in the current period as a liability and are not included in revenue.

(PPL and PPL Energy Supply)

PPL Energy Supply records non-derivative energy marketing activity in the period when the energy is delivered. Generally, sales contracts held
for non-trading purposes are reported gross on the Statements of Income within “Wholesale energy marketing” and “Unregulated retail electric
and gas.” However, non-trading physical sales and purchases of electricity at major market delivery points (which is any delivery point with
liquid pricing available, such as the pricing hub for PJM West), are netted and reported in the Statements of Income within “Wholesale energy
marketing” or “Energy purchases,” depending on the net hourly position. Certain energy and energy-related contracts that meet the definition of
derivative instruments are recorded at fair value with subsequent changes in fair value recognized as revenue or expense (see Note 19), unless
hedge accounting is applied, if derivatives meet cash flow hedging criteria, changes in fair value are recorded in AOCI. Derivative and non-
derivative contracts that are designated as proprietary trading activities are reported net on the Statements of Income within “Net energy trading
margins.”

“Energy-related businesses” revenue primarily includes revenue from the mechanical contracting and engineering subsidiaries. The mechanical
contracting and engineering subsidiaries record revenue from construction contracts on the percentage-of-completion method of accounting,
measured by the actual cost incurred to date as a percentage of the estimated total cost for each contract. Accordingly, costs and estimated
earnings in excess of billings on uncompleted contracts are recorded within “Unbilled revenues” on the Balance Sheets, and billings in excess of
costs and estimated earnings on uncompleted contracts are recorded within “Other current liabilities” on the Balance Sheets. The amount of costs
and estimated earnings in excess of billings was $12 million and $15 million at December 31, 2012 and 2011, and the amount of billings in excess

‘ costs and estimated earnings was $70 million and $59 million at December 31, 2012 and 2011.

Accounts Receivable

(PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU,)

Accounts receivable are reported on the Balance Sheets at the gross outstanding amount adjusted for an allowance for doubtful
accounts. Accounts receivable that are acquired are initially recorded at fair value on the date of acquisition. See Note 10 for information related
to the acquisitions of WPD Midlands and IKE.

(?PL, PPL Energy Supply and PPL Electric)

In accordance with a PUC-approved purchase of accounts receivable program, PPL Electric purchases certain accounts receivable from alternative
suppliers (including PPL EnergyPlus) at a nominal discount, which reflects a provision for uncollectible accounts. The alternative suppliers 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 2012, 2011 and 2010, PPL Electric purchased $848 million, $875 million and $617 million of
accounts receivable from unaffiliated third parties. During 2012, 2011 and 2010, PPL Electric purchased $313 million, $264 million and $215
million of accounts receivable from PPL EnergyPlus.
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Allowance for Doubtful Accounts (PPL, PFL Energy Supply, FPL Electric, LKE, LG&E and KU)

Accounts receivable collectability is evaluated using a combination of factors, including past due status based on contractual terms, trends in
write-offs, the age of the receivable, counterparty creditworthiness and economic conditions. Specific events, such as banlcruptcies, are also

t”nsidered. Adjustments to the allowance for doubtful accounts are made when necessary based on the results of analysis, the aging of
.éceivables and historical and industry trends.

Accounts receivable are written off in the period in which the receivable is deemed uncollectible. Recoveries of accounts receivable previously
written off are recorded when it is known they will be received.

The changes in the allowance for doubtful accounts were:

Additions
Balance at Charged to Balance at

Beginning of Period Charged to Income Other Accounts Deductions (a) End of Period
PPL
2012 S 54 S 55(c) $ 45 $ 54
2011 55 65(c) 66(d) 54
2010 37 42(b) $ 7(b) (e) 31 55 (b)

PPL Energy Supply
2012 $ 15 $ 12(c) $ 4 S 23
2011 20 14(c) 19(d) 15
2010 21 1 2 20

PPL Electric
2012 $ 17 $ 32 S 31 $ 18
2011 17 33 33 17
2010 16 30 29 17

LI
2012- Successor $ 17 $ 9 $ 7 S 19
2011 - Successor 17 15 15 17
2010-Successor 10 $ 7(e) 17
2010-Predecessor 4 10 10 4

LG&E
2012- Sticcessor $ 2 $ 2 $ 3 $ 1

011 - Successor 2 5 5 2
)io - Successor 1 $ 2 (e) 1 2

_b10-Predecessor 4 4

KU
2012-Successor $ 2 S 4 5 4 $ 2
2011-Successor 6 6 10 2
2010-Successor 1 $ 6(e) 1 6
2010-Predecessor 3 6 6 3

(a) Primarily related to uncollectible accounts written off.
(b) Includes amounts associated with LKE activity since the November 1,2010 acquisition date. See Note 10 for additional information related to the acquisition ofLKE.
(c) Includes amounts related to the SMGT bankruptcy. See Note 15 for additional information.
(d) Includes amosults related to the June 2011, FERC approved settlement agreement between PPL and the California ISO related to the sales made to the California ISO during the

period October 2000 through June 2001 that were not paid to PPL subsidiaries. Therefore, the receivable and the related allowance for doubtful accounts were reversed and the
settlement recorded.

(e) Primarily related to capital projects, thus the provision was recorded aa an adjustment to construction work in progress.

Cash (FFL, FFL Energy Supply, PPL Electric, LKE, LG&E and KU)

Cash Equivalents

All highly liquid debt instruments purchased with original maturities of three months or less are considered to be cash equivalents.
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Restricted Cash and Cash Equivalents

Bank deposits and other cash equivalents that are restricted by agreement or that have been clearly designated for a specific purpose are classified
s restricted cash and cash equivalents. The change in restricted cash and cash equivalents is reported as an investing activity on the Statements of

sh Flows. On the Balance Sheets, the current portion of restricted cash and cash equivalents is shown as “Restricted cash and cash equivalents”
.dr PPL and PPL Energy Supply and included in “Other current assets” for PPL Electric, LKE, LG&E and KU while the noncurrent portion is
included in “Other noncurrent assets” for all Registrants. At December 31, the balances of restricted cash and cash equivalents included the
following.

PPL PPL Energy Supply PPL Electric LKE LG&E
2012 2011 2012 2011 2012 2011 2012 2011 2012 2011

Margin deposits posted to
counterparties $ 43 $ 137 $ 43 $ 137

Cash collateral posted to
counterparties 32 29 $ 32 $ 29 $ 32 $ 29

Low carbon network fund (a) 14 9
Captive insurance reserves (b) 6 6
Funds deposited with a trustee (c) 13 12 $ 13 $ 12
konwood debt service reserves 17 17
Other

10 16 3 8

__________

1

__________ __________ __________ __________

Total $ 135 5 209 $ 63 $ 145 $ 13 $ 13 $ 32 $ 29 $ 32 $ 29

(a) Funds received by WPD, which are to be spent on approved initiatives to support a low carbon environment.
(b) Funds required by law to be held by WPD’s captive insurance company to meet claims.
(c) Funds deposited with a trustee to defease PPL Electric’s 1945 first Mortgage Bonds.

Fair Value Measurements (PPL, FFL Energy Supply, PPL Electric, LKE, LG&E and KU)

The Registrants value certain fmancial and nonfmancial assets and liabilities at fair value. Generally, the most significant fair value measurements
relate to price risk management assets and liabilities, investments in securities including investments in the NDT funds and defmed benefit plans,
and cash and cash equivalents. 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

(ipputs

may incorporate, as applicable, certain risks such as nonperformance risk, which includes credit risk.

Registrants classif’ fair value measurements within one of three levels in the fair value hierarchy. The level assigned to a fair value
measurement is based on the lowest level input that is significant to the fair value measurement in its entirety. The three levels of the fair value
hierarchy are as follows:

• Level I - quoted prices (unadjusted) in active markets for identical assets or liabilities that are accessible at the measurement date. Active
markets are those in which transactions for the asset or liability occur with sufficient frequency and volume to provide pricing information on
an ongoing basis.

• Level 2 - inputs other than quoted prices included within Level 1 that are either directly or indirectly observable for substantially the full term
of the asset or liability.

• Level 3 - unobservable inputs that management believes are predicated on the assumptions market participants would use to measure the
asset or liability at fair value.

Assessing the significance of a particular input requires judgment that considers factors specific to the asset or liability. As such, the Registrants’
assessment of the significance of a particular input may affect how the assets and liabilities are classified within the fair value hierarchy.
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Investments

(FPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KL9

nerally, the original maturity date of an investment and management’s intent and ability to sell an investment prior to its original maturity
determine the classification of investments as either short-term or long-term. Investments that would otherwise be classified as short-term, but are
restricted as to withdrawal or use for other than current operations or are clearly designated for expenditure in the acquisition or construction of
noncurrent assets or for the liquidation of long-term debts, are classified as long-term.

Short-term Investments

Short-term investments generally include certain deposits as well as securities that are considered highly liquid or provide for periodic reset of
interest rates. Investments with original maturities greater than three months and less than a year, as well as investments with original maturities
of greater than a year that management has the ability and intent to sell within a year, are included in “Short-tenn investments” or “Other current
assets” on the Balance Sheets.

Investments in Debt and Equity Securities

Investments in debt secusities are classified as held-to-maturity and measured at amortized cost when there is an intent and ability to hold the
securities to maturity. Debt and equity securities held principally to capitalize on fluctuations in theft value with the intention of selling them in
the near-term are classified as trading. All other investments in debt and equity securities are classified as available-for-sale. Both trading and
available-for-sale securities are carried at fair value. The specific identification method is used to calculate realized gains and losses on debt and
equity securities. Any unrealized gains and losses on trading securities are included in eamings.

The criteria for determining whether a decline in fair value of a debt security is other than temporary and whether the other-than-temporary
impairment is recognized in eamings or reported in OCI require that when a debt security is in an unrealized loss position and:

• there is an intent or a requirement to sell the security before recovery, the other-than-temporary impairment is recognized currently in
earnings; or

• there is no intent or requirement to sell the security before recovery, the portion of the other-than-temporary impairment that is considered a
credit loss is recoanized currently in earnings and the remainder of the other-than-temporary impairment is reported in OCI, net of tax; or

• there is no intent or requirement to sell the security before recovery and there is no credit loss, the unrealized loss is reported in OCI, net of
tax.

jnrealized gains and losses on available-for-sale equity securities are reported, net of tax, in OCI. When an equity security’s decline in fair value
below amortized cost is determined to be an other-than-temporary impairment, the unrealized loss is recognized currently in earnings. See Notes
18 and 23 for additional information on investments in debt and equity securities.

Equity Method Investment (PPL, LKE and KU)

Investments in entities over which PPL, LKE and KU have the ability to exercise significant influence, but not control, are accounted for using the
equity method of accounting and are reported ft’ Other Investments” on PPL’s Balance Sheet and in “Investments” on LKF’s and Kits Balance
Sheets. In accordance with the accounting guidance for equity method investments, the recoverability of the investment is periodically
assessed. If an identified event or change in circumstances requires an impainnent evaluation, the fair value of the investment is assessed. The
difference between the canying amount of the investment and its estimated fair value is recognized as an impainnent loss when the loss in value is
deemed other-than-temporary and such loss is included in “Other-Than-Temporary Impairments” on the Statements of Income.

KU owns 20% of the common stock of EEl, which is accounted for as an equity method investment. KU’s direct exposure to loss as a result of its
involvement with EEl is generally limited to the value of its investment. During 2012, KU recorded gains (losses) of $(8) million from its share
of EEl’s operating results. In December 2012, KU concluded that an other-than-temporary decline in the value of its investment in EEl had
occurred. KU recorded an impairment charge of $25 million ($15 million, after-tax) which reduced the investment balance to zero, the estimated
fair value at December 31, 2012. See Note 18 for additional information.
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Cost Method Investment (LKE, LG&E and KU)

LG&E and KU each have an investment in OVEC, which is accounted for using the cost method. The investment is recorded in “Investments” on
the LKE and KU Balance Sheets, in “Other noncurrent assets” on the LG&E Balance Sheets and in “Other investments” on the PPL Balance

(‘‘eets. LG&E and KU and ten other electric utilities are equity owners of OVEC. OVEC’s power is currently supplied to LG&E and KU and 11
ther companies affiliated with the various owners. LG&E and KU own 5.63% and 2.5% of OVEC’s common stock. Pursuant to a power
purchase agreement, LG&E and KU are contractually entitled to their ownership percentage of OVEC’s output, which is approximately 134 MW
for LG&E and approximately 60 MW for KU.

LG&E’s and KU’s combined investment in OVEC is not significant. The direct exposure to loss as a result of LG&E’s and KU’s involvement with
OVEC is generally limited to the value of their investments; however, LG&E and KU may be conditionally responsible for a pro-rata share of
certain OVEC obligations. As part of PPL’s acquisition of LKE, the value of the power purchase contract was recorded as an intangible asset with
an offsetting regulatory liability, both of which are being amortized using the units-of-production method until March 2026, the expiration date of
the agreement. See Notes 15 and 20 for additional discussion on the power purchase agreement.

Long-Lived and Intangible Assets

Property, Plant and Equipment

(PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

PP&E is recorded at original cost, unless impaired. PP&E acquired in a business combination is recorded at fair value at the time of
acquisition. If impaired, the asset is written down to fair value at that time, which becomes the new cost basis of the asset. Original cost includes
material, labor, contractor costs, certain overheads and fmancing costs, where applicable. The cost of repairs and minor replacements are charged
to expense as incurred. The Registrants record costs associated with planned major maintenance projects in the period in which the costs are
incurred. No costs associated with planned major maintenance projects are accrued in advance of the period in which the work is
performed. LG&E and KU accrue costs of removal net of estimated salvage value through depreciation, which is included in the calculation of
customer rates over the assets’ depreciable lives in accordance with regulatory practices. Cost of removal amounts accrued through depreciation
rates are accumulated as a regulatory liability until the removal costs are incurred. See “Asset Retirement Obligations” below and Note 6 for
additional information.

(PPL and PPL Energy Supply)

e original cost for the ?P&E acquired in the Ironwood Acquisition is its fair value on April 13, 2012. See Note 10 for additional information on
e acquisition.

(PPL)

The original cost for the PP&E acquired in the WPD Midlands acquisition is its fair value on April 1, 201 1, which approximated RAy as of the
acquisition date. See Note 10 for additional information on the acquisition.

(PPL, PPL Electric, LKE and KU)

AFUDC is capitalized as part of the construction costs for cost-based rate-regulated projects for which a return on such costs is recovered after the
project is placed in service. The debt component of AFUDC is credited to “Interest Expense” and the equity component is credited to “Other
Income (Expense) - net” on the Statements of Income. LKE and KU have not recorded significant AFUDC as a return has been provided during
the construction period for most proj ects.

(PFL and PPL Energy Supply)

Nuclear fuel-related costs, including fuel, conversion, enrichment, fabrication and assemblies, are capitalized as PP&E. Such costs are amortized
as the fuel is spent using the units-of-production method and included in “fuel” on the Statements of Income. PPL Energy Supply capitalizes
interest costs as part of construction costs.

Capitalized interest, excluding AFUOC for PPL, is as follows.
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2012

Depreciation

(PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

PPL
PPL Energy Supply

$ 53 $ 47
51 47
30 33

Depreciation is recorded over the estimated useful lives of property using various methods including the straight-line, composite and group
methods. When a component of PP&E that was depreciated under the composite or group method is retired, the original cost is charged to
accumulated depreciation. When all or a significant portion of an operating unit that was depreciated under the composite or group method is
retired or sold, the property and the related accumulated depreciation account is reduced and any gain or loss is included in income, unless
otherwise required by regulators.

Following are the weighted-average rates of depreciation at December 31.

2012
PPL

Energy PPL
PPL Supply Electric LKE LG&E KU

3.12 2.57 4.39 4.91 4.06
3.05 3.05

2011
PPL

Energy PPL
PPL Supply Electric LKE LG&E KU

3.03
2.88 2.88

2.49 4.54 5.11 4.17

,The KPSC approved new lower depreciation rates for LG&E and KU as part of the rate-case settlement agreement reached in November

( ‘)12. The new rates became effective January 1, 2013 and will result in lower depreciation of approximately $19 million ($9 million for LG&E
.-dhd $10 million for KU) in 2013, exclusive of net additions to PP&E.

(PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

Goodwill and Other Intangible Assets

Goodwill represents the excess of the purchase price paid over the fair value of the identifiable net assets acquired in a business combination.

Other acquired intangible assets are initially measured based on their fair value. Intangibles that have finite useful lives are amortized over their
useful lives based upon the pattern in which the economic benefits of the intangible assets are consumed or otherwise used. Costs incurred to
obtain an initial license and renew or extend terms of licenses are capitalized as intangible assets.

When determining the useful life of an intangible asset, including intangible assets that are renewed or extended, PPL and its subsidiaries consider
the expected use of the asset; the expected useful life of other assets to which the useful life of the intangible asset may relate; legal, regulatory, or
contractual provisions that may limit the useful life; the company’s historical experience as evidence of its ability to support renewal or extension;
the effects of obsolescence, demand, competition, and other economic factors; and the level of maintenance expenditures required to obtain the
expected future cash flows from the asset.

Regulated utility plant
Non-regulated PP&E - Generation

Regulated utility plant
Non.regulated PP&E - Generation

(PPL, LKE, LG&E and KU)
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PPL and PPL Energy Supply account for RECs as intangible assets. PPL and PPL Energy Supply buy andlor sell RECs and also create RECs
through owned renewable energy generation facilities. In any period, PPL and PPL Energy Supply can be a net purchaser or seller of RECs
depending on their contractual obligations to purchase or deliver RECs and the production of RECs from their renewable energy generation
acilities. The carrying value of RECs created from their renewable energy generation facilities is initially recorded at zero value and purchased

Cs are initially recorded based on their purchase price. When RECs are consumed to satisfy an obligation to deliver RECs to meet a state’s
lenewable Portfolio Standard Obligation or when RECs are sold to third parties, they are removed from the Balance Sheet at their weighted-
average carrying value. Since the economic benefits of RECs are not diminished until they are consumed, RECs are not amortized; rather, they
are expensed when consumed or a gain or loss is recognized when sold. Such expense is included in “Energy purchases” on the Statements of
Income. Gains and losses on the sale of RECs are included in “Other operation and maintenance” on the Statements of Income.

PPL, PPL Energy Supply, LKE, LG&E and KU account for emission allowances as intangible assets. PPL, PPL Energy Supply, LKE, LG&E and
KU are allocated emission allowances by states based on their generation facilities’ historical emissions experience, and have purchased emission
allowances generally when it is expected that additional allowances will be needed. The carrying value of allocated emission allowances is
initially recorded at zero value and purchased allowances are initially recorded based on their purchase price. When consumed or sold, emission
allowances are removed from the Balance Sheet at their weighted-average carrying value. Since the economic benefits of emission allowances are
not diminished until they are consumed, emission allowances are not amortized; rather, they are expensed when consumed or a gain or loss is
recognized when sold. Such expense is included in “fuel” on the Statements of Income. Gains and losses on the sale of emission allowances are
included in “Other operation and maintenance” on the Statements of Income.

Asset Impairment (Excluding Investments)

The Registrants review long-lived assets that are subject to depreciation or amortization, including finite-lived intangibles, for impairment when
events or circumstances indicate cat-tying amounts may not be recoverable. See Note 18 for a discussion of impairments related to certain
intangible assets.

A long-lived asset classified as held and used is impaired when the canying amount of the asset exceeds the sum of the undiscounted cash flows
expected to result from the use and eventual disposition of the asset. If impaired, the asset’s carrying value is written down to its fair value. See
Note 15 for a discussion of the Coreffe coal-fired plant in Montana which was determined to not be impaired.

A long-lived asset classified as held for sale is impaired when the carrying amount of the asset (disposal group) exceeds its fair value less cost to
sell. If impaired, the asset’s (disposal group’s) carrying value is written down to its fair value less cost to sell. See Notes 9 and 1$ for a discussion
of impairment charges recorded associated with long-lived assets classified as held for sale.

IL,
PPL Energy Supply, LKE, LG&E and KU review goodwill for impairment at the reporting unit level annually or more frequently when

4’ents or circumstances indicate that the carrying amount of a reporting unit may be greater than the unit’s fair value. Additionally, goodwill must
he tested for impairment in circumstances when a portion of goodwill has been allocated to a business to be disposed of. PPL’s, PPL Energy
Supply’s, LKE’s, LG&E’s and KU’s reporting units are at the operating segment level. If the carrying amount of the reporting unit, including
goodwill, exceeds its fair value, the implied fair value of goodwill must be calculated in the same manner as goodwill in a business
combination. The fair value of a reporting unit is allocated to all assets and liabilities of that unit as if the reporting unit had been acquired in a
business combination. The excess of the fair value of the reporting unit over the amounts assigned to its assets and liabilities is the implied fair
value of goodwill. If the implied fair value of goothvill is less than the carrying amount, goodwill is written down to its implied fair value.

The goodwill recognized upon the acquisition of LKE, although entirely recorded at LG&E and KU, was assigned for impairment testing by PPL
to its reporting units expected to benefit from the acquisition, which were the Kentucky Regulated segment and the Supply segment. The
goodwill recognized upon the acquisition of WPD Midlands was assigned for impairment testing by PPL to its U.K. Regulated segment. See Note
10 for additional information regarding the acquisition.

PPL, PPL Energy Supply, LKE, LG&E and KU tested the goodwill of all of their reporting units for impairment in the fourth quarter of 2012 and
no impairment was recognized.
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Asset Retirement Obligations

PPL and its subsidiaries record liabilities to reflect various legal obligations associated with the retirement of long-lived assets. Initially, this
obligation is measured at fair value and offset with an increase in the value of the capitalized asset, which is depreciated over the asset’s useful

e. Until the obligation is settled, the liability is increased to reflect changes in the obligation due to the passage of time through the recognition
accretion expense classified within “Other operation and maintenance” on the Statements of Income. The accretion and depreciation related to

LG&E’s and KU’s AROs are offset with a regulatory credit on the income statement, such that there is no earnings impact. The regulatory asset
created by the regulatory credit is relieved tthen the ARO is settled.

Estimated ARO costs and settlement dates, which affect the carrying value of the ARO and the related capitalized asset, are reviewed periodically
to ensure that any material changes are incorporated into the latest estimate of the ARO. Any change to the capitalized asset, positive or negative,
is amortized over the remaining life of the associated long-lived asset. See Note 21 for additional information on AROs.

Compensation and Benefits

Defined Benefits (PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

Certain PITh subsidiaries sponsor various defmed benefit pension and other postretirement plans. An asset or liability is recorded to recognize the
funded status of all defined benefit plans with an offsetting entry to OCI or, for LG&E, KU and PPL Electric, to regulatory assets or
liabilities. Consequently, the funded status of all defmed benefit plans is fully recognized on the Balance Sheets.

The expected return on plan assets is determined based on a market-related value of plan assets, which is calculated by rolling forward the prior
year market-related value with contributions, disbursements and long-term expected return on investments. One-fifth of the difference between
the actual value and the expected value is added (or subtracted II’ negative) to the expected value to determine the new market-related value.

PPL uses an accelerated amortization method for the recognition of gains and losses for its defined benefit pension plans. Under the accelerated
method, actuarial gains and losses in excess of 30% of the plan’s projected benefit obligation are amortized on a straight-line basis over one-half of
the expected average remaining service of active plan participants. Actuarial gains and losses in excess of 10% of the greater of the plan’s
projected benefit obligation or the market-related value of plan assets and less than 30% of the plan’s projected benefit obligation are amortized on
a straight-line basis over the expected average remaining service period of active plan participants.

See Note 13 for a discussion of defmed benefits.

,tock-Based Compensation

PFL, PPL Energy Supply, PPL Electric and LKE,)

PPL has several stock-based compensation plans for purposes of granting stock options, restricted stock, restricted stock units and performance
units to certain employees as well as stock units and restricted stock units to directors. PPL grants most stock-based awards in the first quarter of
each year. PPL and its subsidiaries recoguize compensation expense for stock-based awards based on the fair value method. Stock options that
vest in installments are valued as a single award. PPL grants stock options with an exercise price that is not less than the fair value of PPL’s
common stock on the date of grant. See Note 12 for a discussion of stock-based compensation. All awards are recorded as equity or a liability on
the Balance Sheets. Stock-based compensation is primarily included in “Other operation and maintenance” on the Statements of Income. Stock-
based compensation expense for PPL Energy Stipply, PPL Electric and LKE includes an allocation of PPL Services’ expense.

Other

Debt Issuance Costs (PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

Debt issuance costs are deferred and amortized over the term of the related debt using the interest method or another method, generally straight-
line, if the results obtained are not materially different than those that would result from the interest method.
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Income Taxes

(FFL, FFL Energy Supply, FFL Electric, LKE, LG&E and KU)

(‘“)L and its domestic subsidiaries file a consolidated U.S. federal income tax return. Prior to PPL’s acquisition of LIKE, LKE and its subsidiaries
,qere included in E.ON US Investments Corp.’s consolidated U.S. federal income tax return.

Significant management judgment is required in developing the Registrants’ provision for income taxes, primarily due to the uncertainty related to
tax positions taicen or expected to be taken in tax returns and the determination of deferred tax assets, liabilities and valuation allowances.

Significant management judgment is also required to determine the amount of benefit to be recognized in relation to an uncertain tax
position. The Registrants use a two-step process to evaluate tax positions. The first step requires an entity to determine whether, based on the
technical merits supporting a particular tax position, it is more likely than not (greater than a 50% chance) that the tax position will be
sustained. This determination assumes that the relevant taxing authority will examine the tax position and is aware of all the relevant facts
surrounding the tax position. The second step requires an entity to recognize in the fmancial statements the benefit of a tax position that meets the
more-likely-than-not recognition criterion. The benefit recognized is measured at the largest amount of benefit that has a likelihood of realization,
upon settlement, that exceeds 50%. The amounts ultimately paid upon resolution of issues raised by taxing authorities may differ materially from
the amounts accrued and may materially impact the fmancial statements of the Registrants in future periods.

Deferred income taxes reflect the net future tax effects of temporary differences between the carrying amounts of assets and liabilities for
accounting purposes and their basis for income tax purposes, as well as the tax effects of net operating losses and tax credit carryforwards.

The Registrants record valuation allowances to reduce deferred tax assets to the amounts that are more likely than not to be realized. The
Registrants consider the reversal of temporaiy differences, future taxable income and ongoing prudent and feasible tax planning strategies in
initially recording and subsequently reevaluating the need for valuation allowances. If the Registrants determine that they are able to realize
deferred tax assets in the future in excess of recorded net deferred tax assets, adjustments to the valuation allowances increase income by reducing
tax expense in the period that such determination is made. Likewise, if the Registrants determine that they are not able to realize aLl or part of net
deferred tax assets in the future, adjustments to the valuation allowances would decrease income by increasing tax expense in the period that such
determination is made.

The Registrants defer investment tax credits when the credits are utilized and amortize the deferred amounts over the average lives of the related
assets.

ie Registrants recognize interest and penalties in “Income Taxes” on their Statements of Income.

See Note 5 for additional discussion regarding income taxes.

(PPL, PFL Electric, LKE, LG&E and KU)

The provision for PPL, PPL Electric, LIKE, LG&E and KU’s deferred income taxes for regulated assets is based upon the ratemaking principles
reflected in rates established by the regulators. The difference in the provision for deferred income taxes for regulated assets and the amount that
otherwise would be recorded under GAAP is deferred and included on the Balance Sheet in noncurrent “Regulatory assets” or “Regulatory
liabilities.”

(FFL Energy Supply, FFL Electric, LKE, LG&E and KU)

The income tax provision for PPL Energy Supply, PPL Electric, LIKE, LG&E and KU is calculated in accordance with an intercompany tax
sharing agreement which provides that taxable income be calculated as if PPL Energy Supply, PPL Electric, LKE, LG&E, KU and any domestic
subsidiaries each filed a separate return. Tax benefits are not shared between companies. The entity that generates a tax benefit is the entity that
is entitled to the tax benefit. The effect of PPL filing a consolidated tax return is taken into account in the settlement of current taxes and the
recognition of deferred taxes. At December 31, the following intercompany tax receivables (payables) were recorded.
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2012 2011

PPL Energy Supply $ (38) $ (50)
PPL Electric 22 22

KE (12) 3
5 4

(15) 5

Taxes. Other Than Income (PPL, PPL Energy 5uppi PPL Electric, LKE, LG&E and KU)

The Registrants present sales taxes in “Other current liabilities” and PPL presents value-added taxes in “Taxes” on the Balance Sheets. These
taxes are not reflected on the Statements of Income. See Note 5 for details on taxes included in “Taxes, other than income” on the Statements of
Income.

Leases

(PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

The Registrants evaluate whether arrangements entered into contain leases for accounting purposes. See Note 11 for a discussion of arrangements
under which PPL Energy Supply, LG&E and KU are lessees for accounting purposes.

Fuel, Materials and Supplies

(PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

Fuel, natural gas stored underground and materials and supplies are valued at the lower of cost or market using the average cost method. Fuel
costs for electric generation are charged to expense as used. For LG&E, natural gas supply costs are charged to expense as delivered to the
distribution system. See Note 6 for further discussion of the fuel adjustment clause and gas supply clause.

(PPL, PPL Energy Supply, LKE, LG&E and KU)

“Fuel, materials and supplies” on the Balance Sheets consisted of the following at December 31.

$ 61 $ 53 $ 88 $ 97
42 53

__________ __________ __________ __________ __________ __________

39 36 46 44

_________

$ 142 S 142 S 134 $ 141

(a) The majority ofLKEs and LG&E’s natural gas stored underground is held to serve native load. The majority ofPPL Energy Supply’s natural gas stored underground is available
for resale.

Guarantees (PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

Generally, the initial measurement of a guarantee liability is the fair value of the guarantee at its inception. However, there are certain guarantees
excluded from the scope of accounting guidance and other guarantees that are not subject to the initial recognition and measurement provisions of
accounting guidance that only require disclosure. See Note 15 for further discussion of recorded and unrecorded guarantees.

Treasury Stock (PPL and PPL Electric)

PPL and PPL Electric restore all shares of common stock acquired to authorized but unissued shares of common stock upon acquisition.

Foreign Currency Translation and Transactions (PPL)

WPD’s functional currency is the GBP, which is the local currency in the U.K. As such, assets and liabilities are translated to U.S. dollars at the
exchange rates on the date of consolidation and related revenues and expenses are translated at average exchange rates prevailing during the
period included in PPL’s results of operations. Adjustments resulting from foreign currency translation are recorded in OCI.

el
Natural gas stored underground (a)
Materials and supplies

PPL PPL Energy Supply LKE LG&E KU
2012 2011 2012 2011 2012 2011 2012 2011 2012 2011

S 284 $ 246 $ 135 $ 96 $ 149 S 150
50 73 $ 20 42 53

339 335 184 182 $5 $0
$ 673 S 654 S 327 $ 298 $ 276 $ 283
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Gains or losses relating to foreign currency transactions are recognized in “Other Income (Expense) - net” on the Statements of Income. See Note
17 for additional information.

New Accounting Guidance Adopted (PFL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

air Value Measurements

Effective January 1, 2012, the Registrants prospectively adopted accounting guidance that was issued to clarify existing fair value measurement
guidance and to enhance fair value disclosures. The additional disclosures required by this guidance include quantitative information about
significant unobservable inputs used for Level 3 measurements, qualitative information about the sensitivity of recurring Level 3 measurements,
infonnation about any transfers between Levels 1 and 2 of the fair value hierarchy, information about when the current use of a non-financial asset
is different from the highest and best use, and the fair value hierarchy classification for assets and liabilities whose fair value is disclosed only in
the notes to the fmancial statements.

The adoption of this standard resulted in additional disclosures but did not have a significant impact on the Registrants. See Note 18 for additional
disclosures required by this guidance.

Testing Goodwill for Impairment

Effective January 1, 2012, the Registrants prospectively adopted accounting guidance which allows an entity to elect the option to first make a
qualitative evaluation about the likelihood of an impairment of goodwill. If, based on this assessment, the entity determines it is not more likely
than not that the fair value of a reporting unit is less than the carrying amount, the two-step goodwill impainnent test is not necessary. However,
the first step of the impairment test is required if an entity concludes it is more likely than not that the fair value of a reporting unit is less than the
carrying amount based on the qualitative assessment.

The adoption of this standard did not have a significant impact on the Registrants.

2. Segment and Related Information

(EEL)

Since the acquisition of LKE on November 1, 2010. PPL is organized into four segments: Kentucky Regulated, U.K. Regulated (name change in
2012 from International Regulated to more specifically reflect the focus of the segment), Pennsylvania Regulated and Supply. Other than the
ime change for the U.K. Regulated segnent, there were no other changes to this segment. PPL’s segments are split between its regulated and

bmpetitive businesses with its regulated businesses thither segmented by geographic location.

The Kentucky Regulated segment consists primarily of LKE’s regulated electric generation, transmission and distribution operations, primarily in
Kentucky. This segment also includes LKE’s regulated distribution and sale of natural gas in Kentucky. In addition, the Kentucky Regulated
segment is allocated certain financing costs. See Note 10 for additional information regarding the acquisition.

The U.K. Regulated segment primarily consists of the regulated electric distribution operations in the U.K. This includes the operating results and
assets of WPD Midlands since the April 1, 2011 acquisition date, recorded on a one-month lag. The U.K. Regulated segment is also allocated
certain WPD Midlands acquisition-related costs and fmancing costs. See Note 10 for additional information regarding the acquisition.

The Pennsylvania Regulated segment includes the regulated electric transmission and distribution operations of PPL Electric.

The Supply segment primarily consists of the domestic energy marketing and trading activities, as well as the competitive generation operations of
PPL Energy Supply.

The results of operations of several facilities and businesses have been classified as Discontinued Operations on the Statements of Income. See
Note 9 for additional information on these discontinued operations. Therefore, with the exception of “Net Income Attributable to PPL
Shareowners” the operating results from these facilities and businesses have been excluded from the income statement data tables below.
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“Corporate and Other’ represents costs incurred at the corporate level that have not been allocated or assigned to the segments, which is presented
to reconcile segment information to PPL’s consolidated results. For 2012 and 2011, there were no significant costs in this category. For 2010,
these costs represent LK.E acquisition-related costs including advisory, accounting and legal fees, certain internal costs and 2010 Bridge faciLity
costs.

ieginning in 2013, PPL anticipates more costs to be included in the Corporate and Other category primarily due to an anticipated increase in the
use of financing issued by PPL Capital Funding not directly attributable to a particular segment. PPL’s recent growth in rate-regulated businesses
provides the organization with an enhanced corporate level financing alternative, through PPL Capital Funding, that further enables PPL to
support targeted credit profiles cost effectively across all of PPLs rated companies. As a result, PPL plans to further utilize PPL Capital funding
in addition to continued direct fmancing by the operating companies, as appropriate. The fmancing costs associated primarily with PPL Capital
Funding’s future securities issuances are not expected to be directly assignable or allocable to any segment and generally will be reflected in
Corporate and Other beginning in 2013.

Financial data for the segments are:

Income Statement Data 2012 2011 2010
Revenues from external customers by product

Kentucky Regulated
Utility service (a) $ 2,759 $ 2,793 $ 493

U.K. Regulated
Utility service (a) 2,289 1,618 727
Energy-related businesses

________________ ________________ ________________

Total 2,336 1,653 761
Pennsylvania Regulated

Utility service (a) 1,760 1,881 2,448
Supply

Energy (b) 4,970 5,938 4,444
Energy-related businesses 461 472 375

Total 5,431 6,410 4,819
Total 12,286 12,737 8,521

Interseginent electric revenues
Pennsylvania Regulated 3 11 7
Supply (c) 79 26 320

Depreciation
Kentucky Regulated 346 334 49. U.K. Regulated 279 218 117
Pennsylvania Regulated 160 146 136
Supply 315 262 254

Total 1,100 960 556

Amortization (d)
Kentucky Regulated 27 27
U.K. Regulated 15 83 13
Pennsylvania Regtdated 18 7 (22)
Supply 126 137 148
Corporate and Other

________________ ________________ ________________

Total 186 254 213

Unrealized (gains) losses on derivatives and other hedging activities (b)
Kentucky Regulated (2) 1
Supply 27 (312) 541

Total 27 (314) 542

Interest income
U.K. Regulated 3 4 2
Pennsylvania Regulated 1 1 4
Supply 1 2 2

Total 5 7 8

interest Expense
Kentucky Regulated 219 217 55
U.K. Regulated 421 391 135
Pennsylvania Regulated 99 98 99
Stipply 222 192 224
Corporate and Other

_______________ _______________

80
Total 961 898 593
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2012 2011 2010
Income from Continuing Operations Before Income Taxes

Kentucky Regulated 263 349 40
U.K. Regulated 953 358 261

• Pennsylvania Regulated 204 257 192
Supply (b) 662 1,237 860
Corporate and Other

______________ ______________

(114)
Total 2,082 2,201 1,239

Income Taxes (e)
Kentucky Regulated 80 127 16
U.K. Regulated 150 33
Pennsylvania Regulated 68 68 57
Supply 247 463 228
Corporate and Other

________________ ________________

(38)
Total 545 691 263

Defened income taxes and invesunent tax credits (I)
KentuckyRegulated 136 218 51
U.K. Regulated 26 (39) 17
Pennsylvania Regulated 114 106 198
Supply 150 299 (15)

Total 426 584 251

Net income Attributable to PPL Shareowners
Kentucky Regulated 177 221 26
U.K. Regulated 803 325 261
Pennsylvania Regulated 132 173 115
Supply(b) 414 776 612
Corporate and Other

________________ ________________

(76)
Total $ 1,526 $ 1,495 $ 938

CashflowData 2012 2011 2010
Expenditures for long-lived assets

Kentucky Regulated $ 768 $ 465 $ 152
U.K. Regulated 1,016 862 281
Pennsylvania Regulated 633 490 411
Supply 736 739 795

Total $ 3,153 $ 2,556 $ 1,639

As of December 31,
2012 2011

Balance Sheet Data
Total Assets

Kentucky Regulated $ 10,670 $ 10,229
U.K. Regulated 14,073 13,364
Pennsylvania Regulated 6,023 5,610
Supply 12,868 13,445

Total $ 43,634 $ 42,648

2012 2011 2010
Geographic Data
Revenues frotu extemal customers

U.S. $ 9,950 $ 11,084 $ 7,760
U.K. 2,336 1,653 761

Total $ 12,286 $ 12,737 $ 8,521

As of December 31,

2012 2011
Long-Lived Assets

U.S. $ 20,776 $ 19,129
U.K. 9,951 8,996

Total $ 30,727 $ 28,125

(a) See Note 1 for additional infonnation on Utility Revenue.
(b) includes unrealized gains and losses from economic activity. See Note 19 foe additional infonnation.
(c) See “PLR Contracts/Purchase of Accounts Receivable” and “NUG Purchases” in Note 16 for a discussion of the basis of accounting between reportable senents.
(d) Represents non-cash expense itetns that include atnortization of nuclear fuel, regulatory assets, debt discosmts and prenthuns, debt issstance co5ts, etulssion allowances and

RECs.
(e) Represents both cstnent and deferred income taxes, including investment tax credits.
(1) Represents anon-cash expense itetn that is also included in “Income Taxes.”
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(PPL Energy Supply, PPL Electric, LICE, LG&E and KU)

PPL Energy Supply, PPL Electric, LKE, LG&E and KU each operate within a single reportable segment.

Preferred Securities

(PPL)

PPL classifies preferred securities of subsidiaries as “Noncontrolling interests” on the Balance Sheets and related dividend requirements of $4
million for 2012, $16 million for 2011 and $17 million for 2010 have been included in “Net Income Attributable to Noncontrolling Interests” on
the Statements of Income. In June 2012, PPL Electric redeemed all of its Preference Stock at par value, without premium ($250 million in the
aggregate).

Preferred Stock

PPL is authorized to issue up to 10 million shares of preferred stock. No PPL preferred stock was issued or outstanding in 2012, 2011, or 2010.

(PPL Electric)

PPL Electric is authorized to issue up to 629,936 shares of 4-1/2% Preferred Stock and 10 million shares of series preferred stock. Tn April 2010,
PPL Electric redeemed all of its outstanding preferred stock (247,524 shares of 4-1/2% Preferred Stock and 257,665 shares of four series of
preferred stock), with a par value in the aggregate of $51 million, for $54 million including accumulated dividends.

(LG&E)

LG&E is authorized to issue up to 1,720,000 shares of preferred stock at a $25 par value and 6,750,000 shares of preferred stock without par
value. LG&E had no prefelTed stock issued or outstanding in 2012, 2011 or 2010.

(KU)

KU is authorized to issue up to 5,300,000 shares of preferred stock without par value. KU had no preferred stock issued or outstanding in 2012,
2011 or 2010.

reference Stock

)
(PPL Electric)

PPL Electric is authorized to issue up to 10 million shares of Preference Stock and had 2.5 million shares of 6.25% Series Preference Stock
(Preference Shares) issued and outstanding at December 31, 2011 and 2010. In June 2012, PPL Electric redeemed all 2.5 million shares of its
outstanding Preference Shares, par value of $100 per share. The price paid for the redemption was the par value, without premium ($250 million
in the aggregate).

The Preference Shares were held by a banlc that acted as depositary for 10 million depositary shares, each of which represented a one-quarter
interest in a Preference Share. Holders of the depositary shares were entitled to all proportional rights and preferences of the Preference Shares,
including dividend, voting, redemption and liquidation rights, exercised through the bank acting as a depositary. The Preference Shares ranked
senior to PPL Electric’s conmion stock but had no voting rights, except as provided by law, and they had a liquidation preference of $100 per
share (equivalent to $25 per depositary share).

(KU)

KU is authorized to issue up to 2,000,000 shares of preference stock without par value. KU had no preference stock issued or outstanding in
2012, 2011 or2OIO.
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4. Earnings Per Share

(PPL)

sic EPS is computed by dividing income available to PPL common shareowners by the weighted-average number of common shares
tstanding 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 as calculated using the treasury stock method. In 2012, 2011 and 2010, these securities included stock options
and performance units granted under incentive compensation plans and the Purchase Contracts associated with the 2011 and 2010 Equity
Units. For 2012, these securities also included the PPL common stock forward sale agreements. See Note 7 for additional information on the
forward sale agreements. The forward sale agreements were dilutive under the treasury stock method for 2012 because the average stock price of
PPL’s common shares exceeded the forward sale price indicated in the forward sale agreements.

The Purchase Contracts are dilutive under the treasury stock method if the average VWAP of PPL common stock for a certain period exceeds
approximately $30.99 and $28.80 for the 2011 and 2010 Purchase Contracts. The 2010 Purchase Contracts were dilutive for 2012 and
2011. Subject to antidilution adjustments at December 31, 2012, the maximum number of shares issuable to settle the Purchase Contracts was
93.8 million shares, including 86.6 million shares that could be issued under standard provisions of the Purchase Contracts and 7.2 million shares
that could be issued under make-whole provisions in the event of early settlement upon a fundamental Change. See Note 7 for additional
information on the 2011 and 2010 Equity Units.

Reconciliations of the amounts of income and shares of PPL common stock (in thousands) for the periods ended December 31 used in the EPS
calculation are:

6 4

$ 1,487 $ 951

income (loss) from discontinued operations (net of income taxes) available to PPL

common shareowners $ (6) $ 2 $ (17)

Net income attributable to PPL shareowners $ 1.526 $
amounts allocated to participating securities 8

jss issuance costs on subsidiasy’s preferred securities redeemed 6

Aet income available to PPL coimnon shareowners S 1,512

_________________

Shares of Common Stock (Denominator)
Weighted-average shares - Basic EPS
Add incremental non-participating securities:

Stock options and perfonnance units
2010 Purchase Contracts
forward sale agreements

_________________ _________________ _________________

Weighted-average shares - Diltmted EPS

__________________ __________________

Basic EPS
Available to PPL common shareowners:

Income frotn continuing operations after income taxes $ 2.62 $ 2.70 $ 2.21
Income (loss) from discontinued operations (net of income taxes) (0.01) 0.01 (0.04)

Net income $ 2.61 $ 2.71 $ 217

Income (Numerator)
Income from continuing operations after income taxes attributable to PPL shareowners
Less amounts allocated to participating securities
Less issuance costs on subsidiary’s preferred securities redeemed

Income from continuing operations after income taxes available to PPL common shareowners

2012 2011 2010

$ 1,532 $
8
6

$ 1,518

1,493 $ 955

1,495 $ 938
6 4

$ 1,489 S 934

550,395 431,345

400 224
157

580,276

563
195
592

________________ _______________

581,626 550,952 431569

Diluted [PS
Available to PPL cotnmnon shareowners:

Incomne from continuing operations after income taxes
Income (lose) from discontinued operations (net of income taxes)

Net Income

S 2.61 $ 2.70 $ 2.20
(0.01) (0 03)

$ 2.60 S 2.70 $ 2.17
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During 2012, PPL issued 936,218 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 279,945 and 2,326,917
shares of common stock related to its ESOP and DRIP during 2012. See Note 12 for a discussion of PPL’s stock-based compensation plans.

(“e following stock options to purchase PPL con-rn-ion stock and performance units were excluded from the computations of diluted EPS for the
1ars ended December 31 because the effect would have been antidilutive.

(Shares in thousands) 2012 2011 2010

Stock options 5,293 5,054 4,936
Performance units 58 2 45

5. Income and Other Taxes

(PPL)

“Income from Continuing Operations Before Income Taxes” included the following components:

2012 2011 2010

Domestic income $ 994 $ 1,715 S 952
Foreign income 1,088 486 287

Totsi $ 2,082 $ 2.201 $ 1,239

Deferred income taxes reflect the net tax effects of temporary differences between the carrying amounts of assets and liabilities for accounting
purposes and their basis for income tax purposes and the tax effects of net operating loss and tax credit carryforwards. The provision for PPL’s
deferred income taxes for regulated assets and liabilities is based upon the raternaking principles of the applicable jurisdiction. See Notes I and 6
for additional information.

Net deferred tax assets have been recognized based on management’s estimates of future taxable income for the U.S. and certain foreign
jurisdictions in which PPL’s operations have historically been profitable.

Significant components of PPL’s deferred income tax assets and liabilities were as follows:

e 2012 2011
ferred Tax Assets

Deferred investment tax credits $ 130 $ 113
Regulatory obligstions 124 149
Accrued pension costs 276 325
federal loss canyforwards 524 305
State loss carryforwards 305 272
federal and stste tax credit csrryforwards 287 240
Foreign capital loss canyforwards 525 578
foreign loss carryforwards 6 7
Foreiats - pensions 254 74
Foreign - regulatory obligations 27 67
Foreign - other 16 21
Contributions in aid of construction 134 133
Domestic - other 239 229
Valuation allowances (706) (724)

Total deferred tax assets 2,141 1,789

Deferred Tax Liabilities
Domestic plant - net 3,967 3,465
Taxes recoverable through future rates 141 137
Unrealized gain on qualifying derivatives 122 331
Other regulatory assets 319 234
Reacquired debt costs 40 93
Foreign plant - net 937 975
Foreign - other 22
Domestic - other 66 103

Total deferred tax liabilities 5,592 5,360

Net deferred tax liability S 3,451 $ 3,571
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At December 31, PPL had the following loss and tax credit carryforwards.

2012 Expiration

Credit carryforwards
Federal invesanent tax credit
Federal alternative minimum tax credit
Federal foreign tax credit
Federal - other
State - other

233 2025-2032
20 Indefinite

2017-2022
30 2016-2032

4 2022

Valuation allowances have been established for the amount that, more likely than not. ill not be realized. The changes in deferred tax valuation
allowances were:

Additions
Balance at
Beginning
of Period

Charged
to Income

Charged to Balance
Other at End

Acconnts Deductions of Period

(a)

(h)

(c)

(d)

E .L Global does not pay or record U.S. income taxes on the undistributed eangs of MD, with the exception of certain fmancing entities, as
management has determined that the earnings are indefmitely reinvested. Historically, dividends paid by V/PD have been distributions from
current year’s earnings. V/PD’s long-terni working capital forecasts and capital expenditure projections for the foreseeable future require
reinvestment of WPD’s undistributed earnings, and WPD would have to issue debt or access credit facilities to fund any distributions in excess of
current earnings. Additionally, U.S. long-tenn working capital forecasts and capital expenditure projections for the foreseeable future do not
require or contemplate distributions from V/PD in excess of some portion of thture V/PD earnings. The cumulative undistributed earnings are
included in “Earnings Reinvested” on the Balance Sheets. The amounts considered indefmitely reinvested at December 31, 2012 and 2011 were
$2.0 billion and $1.2 billion. If the V/PD undistributed earnings were remitted as dividends, PPL Global could be subject to additional U.S. taxes,
net of allowable foreign tax credits. It is not practicable to estimate the amount of additional taxes that could be payable on these foreign earnings.

Details of the components of income tax expense, a reconciliation of federal income taxes derived from statutory tax rates applied to “Income
from Continuing Operations Before Income Taxes” to income taxes for reporting purposes, and details of “Taxes, other than incotne” were:

(yst carryforwards
Federal net operating lossea $ 1,481 2028-2032
Federal charitable contributions 19 2016-2017
State net operating losses 5,099 20 13-2032
State capital losses t38 201320t6
Foreign net operating loasea 27 Indefinite
Foreign capital loasea 2,282 Indefinite

2012 $ 724 S 18 $ 10 $ 46(a) $ 706
2011 464 190 112(b) 42(c) 724
2010 312 221 6 75(d) 464

The reduction of the U.K. stathtoiy income tax rate resulted ins reduction in deferred tax assets and the corresponding valuation allowances. See “Reconciliation of Income Tax
Expense” below for more infonnation on die impact of the U.K. Finance Act of 2012.
Prftnadly related to a $101 million valuation allowance that was recorded against certain deferred tax assets as a result of the 2011 acquisition of WPD Midlands. See Note 10
for additional information on the acquisition.
The reduction of the U.K. atarseoiy income tax rate resulted in a $35 million reduction in deferred tax assets and die corrraponding valuation allowances. See “Reconciliation of
Income Tax Expense” below for snore hifonnation on die impact of die U.K. Finance Act of 2011.
Resultmg from the projected revrnur increase in connection with the expiration of thr Pennsylvania generation rate caps in 2010, the valuation allowance related instate net
operating loss cartyforwards over the remaining canyforward period was reduced by $72 million.
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2012 2011 2010

Income Tax Expense (Benefit)
Current - Federal $ 54 $ (51)
Current - State $ (2) (20) 43

Current - Foreign 121 73 20

Total Current Expense (Benefit) 119 107 12

Deferred - Federal 553 558 358
Deferred - Slate 103 127 (82)

Deferred - Foreign 35 (23) (9)

Total Deferred Expense (Benefit), excluding operating lots carryfonvards 691 662 267

investment tax credit, net - Federal (10) (10) (5)
Tax benefit of operating lose canyforwards

Deferred - Federal (195) (30) 6

Deferred - State (60) (38) (17)

Total Tax Benefit of Operating Lots Canyforwards (255) (68) (11)

Total income taxes from continssing operations (a) $ 545 $ 691 $ 263

Total income tax expense - Federal $ 348 $ 572 $ 308
Total income tax expense (benefit) - State 41 69 (56)
Total income tax expense - Foreign 156 50 Il

Total income taxes from continuing operations (a) $ 545 $ 691 $ 263

(a) Excludes current and deferred federal and state tax expense (benefit) recorded to Discontinued Operations of $(4) million in 2012, $2 million in 2011 and $(6) million in
2010. Excludes realized tax expense (benefits) related to stock-based compensation, recorded as a decrease (increase) to additional paid-in capital of 5(1) million in 2012, $3
million in 2011 and an insignificant amount in 2010. Excludes tax benefits related to the issuance costs of the Purchase Contracts, recorded as an increase to additional paid-in
capital of an insignificant amount in 2012, $5 ssilllion in 2011 and $10 snillion in 2010, offset by an insignificant amount of related valuation allowances for state deferred taxes
in 2012 and 2011. Also excludes federal, state, and foreign tax expense (benefit) recorded to OCT of 5(526) snillion in 2012, $(137) million in 2011 and $83 million in 2010, and
related valuation allowances for state deferred taxes of an insignificant amount in 2012 and $3 million in 2011.

2012 2011 2010

Reconciliation of Income Tax Expense
Federal income tax on income from Continuing Operations Before Income Taxes at

statutory tax rate - 35% $ 729 $ 770 $ 434

incresse (decrease) due to:
State income taxes, net of federal income tax benefit 27 63 36
State valuation allowance adjusttnents (a) 13 36 (65)
Impact of lower U.K. income tax rates (b) (123) (41) (20)
U.S. incotne tax ot’ foreign earnings - net of foreign tax credit (c) 43 (14) 34
Federal and state tax reserves adjustments (d) (1) 39 (60)
Foreign tax reserves adjusunents (e) (5) (141)
Federal and state incotne tax return adjusttnents (a) (B 16 (17) (3)
Foreign incotne tax return adjustments (6)
Domestic manufacturing deduction (f) (g) (11)
Health Care Refonn (h) 8
Foreign losses resulting from restructuring (e) (261)
Enactment of the U.K’s Finance Acts (b) (75) (69) (18)
Federal income tax credits (i) (12) (13) (12)
Depreciation not nonnalized (a) (II) (20) (3)
Foreign valuation allowance adjustments (e) 147 215
State deferred tax rate change (j) (19) (26)
Net operating loss canyforward adjustments (k) (9)
intcrcomnpany interest on U.K. financing entities (1) (13) (12)
Other (9) (11) (11)

Total increase (decrease) (184) (79) (171)

Total incomne taxes frotn continuing operations $ 545 $ 691 $ 263

Effective income tax rate 26.2% 31.4% 21.2%

(a) During 2011, the Pennsylvania Department of Revenue issued interpretive guidance on the treatment of bonus depreciation for Pennsylvania income tax purposes. The guidance
allows 100% bonus depreciation for qualifying assets in the samne year bonus depreciation is allowed for federal incotne tax purposes. Due to the decrease in projected taxable
incomne related to bonus depreciation and a decrease in projected future taxable incotne, PPL recorded $43 million in state deferred incomne tax expense related to deferred tax
valuation allowances during 2011.

Additionally, the 100% Pennsylvania bonus depreciation deduction created a current state incotne tax benefit for the flow-through impact of Pennsylvania regulated state tax
depreciation. The federal provision for IOO% bonus depreciation generally applies to property placed into service before January 1,2012. The placed in-service deadline is
extended to January 1,2013 for property that has a cost in excess of$l million, has a production period longer than one year andhas a tax life ofat least ten years. PPLe tax
deduction for 100% bonus regulated tax depreciation was significantly lower in 2012 than in 2011.
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Pennsylvania H.B. 1531, enacted in October 2009, increased the net operating loss limitation to 20% of taxable income for tax yeare beginning in 2010. Based on the projected
revenne increase related to the expiration of the generation rate cape in 2010, PPL recorded a $72 inithon state deferred income tax benefit related to the reversal of deferred tax
valuation allowances related to the future projections of taxable income over the remaining carryforward period of the net operating losses.
The U.K’s Finance Act of 2012, enacted in July 2012, reduced the U.K. statutory income tax rate from 25% to 24% retroactive to April 1, 2012 and from 24% to 23% effective
April 1,2013. Ass result, PPL reduced its net deferred tax liabilities and recognized a deferred tax benefit during 2012 related to both rate decreases.

The U.K’s Finance Act of 2011, enacted in Jsily 2011, reduced the U.K. statutory income tax rate from 27% to 26% retroactive to April 1, 2011 and from 26% to 25% effective
April 1,2012. As a result, PPL reduced its net deferred tax liabilities and recognized a deferred tax benefit during 2011 related to both rate decreases.

The U.K.’s Finance Act of 2010, enacted in July 2010, reduced the U.K. statutory income tax rate from 28% to 27% effective April 1,2011. Ass result, PPL reduced its net
deferred sax liabilities and recognized a deferred tax benefit during 2010.

(c) During 2012, PPL recorded a $23 million adjustment to federal income tax expense related to the recalculation of 2010 U.K. earnings and profits and $19 snillion of U.S. income
tax expense on foreign earnings of certain U.K. fmancing entities not indefinitely reinvested.

During 2011, PPL recorded a $28 million federal income tax benefit related to U.K. pension coninbusions.

During 2010, PPL recorded additional U.S. income tax expense primarily resulting from incressed taxable dividends.
(d) In 1997, the U.K. imposed a Windfall Profits Tax (WPT) on privatized utthties, including WPD. PPL filed its federal income tax returns for years subsequent to its 1997 and

1998 claims for refund on the basis that the U.K. WPT was creditable. In September 2010, the U.S. Tax Court (fax Court) ruled in PPL’s favor ins dispute with the IRS,
concluding that the U.K. WPT isa creditable tax for U.S. tax purposes. Ass result, and wiils the fmslizstion of other issues, PPL recorded a $42 mittion tax benefit in 2010. In
January 2011, the IRS appealed the Tax Courts decision to the U.S. Court of Appeals for the Third Circuit (Tlthd Circuit). In December 2011, the Third Circuit issued its
opinion reversing tlse Tax Coup’s decision, holding that Use U.K. WPT is not a creditable tax. As a result of the Third Circuit’s adverse determinstion, PPL recorded a $39
million expense in 2011. in February 2012, PPL filed a petition for rehearing of the Third Circuit’s opinion. in March 2012, the Tlsird Circuit denied PPL’s petition. In June
2012, the U.S. Court of Appeals for the Fiffis Circuit issued a contrary opinion in an identical case involving another company. In July 2012, PPL filed a petition for s writ of
certiorari seeking U.S. Supreme Court review of Use Third Circuit’s opinion. Tbe Supreme Court granted PPL’s petition on October 29, 2012, and oral argument was held on
February 20, 2013. PPL expects the case to be decided before tbe end of flee Supreme Court’s current tenn in June 2013 and csnnot predict the outcome of Uris mailer.

In July 2010, the Tax Court ruled in PPL’s favor in a dispute with the IRS, concluding that street lighting assets are deprecisble for tax purposes over seven years. Ass resrilt,
PPL recorded s $7 million tax benefit to federal and state income tax reserves and related deferred income taxes. Tbe IRS did not appeal this decision.

PPL recorded a tsx benefit of $6 million during 2012 and 2011 and $7 million during 2010 to federal and state income tax reserves reisted to stranded cost securitirstion,
(e) During 2012, PPL recorded s foreign tsx benefit following resolution of a U.K. tax issue related to interest expense.

During 2011, PD reached an sgreesnenl with BTh.IRC related to the smnotmt of the capital losses that resulted from prior years’ restrncturing in the U.K. and recorded a $147
million foreign tax benefit for the reversal of tax reserves related to the capital losses. Additionslly, WTD recorded a $147 million vslustion allowance for the asnossst of capital
losses that, more likely than not, will not be utilized.

During 2010, PPL recorded s $261 million foreign tax benefit in conjunction with losses resulting from restructsinng in the U.K. A portion of Usese losses offset tax on a
deferred gain from a prior year sale of WPD’t supply business. WPD recorded a $215 million valuation allowance for the 50505mm of capital losses that, more likely than not, will
not be utilized.
During 2012, PPL recorded federal and state income tax expeuse related to the filing of the 2011 federal and state income tax returns. Of Uris amount, S5 snillion relates to the
reversal of prior yesrs state income tax benefits relsted to regulated deprecistion. PPL changed its method of sccountilmg for repair expenditures for tax purposes effective for its
2008 tax year. in August 2011, the IRS issued guidance regarding the use and evaluation of statistical samples and ssmnpling estimsssses for network assets. The IRS guidance
provided a safe Isarbor meUsod of detennining whether tlse repair expenditures for electric transmission and distribution property can be currently deducted for tax purposes. PPL
sdopted Use safe harbor snethod with Use filing of its 2011 federal income tax return.

Dining 2011, PPL recorded federal and state tax benefits relsted to Use filing of Use 2010 federal and state income tax retsuns. Of this amount, $7 million in tax benefits related
10 an additional domestic manufacturing dedssction resulting from revised bonus depreciation smnounts and $3 million in tax benefits related to Use flow-tlsrougls impact of
Pennsylvsnis regulsted stste tax depreciation.

(g) In December 2010, Congress enacted legislation allowing for 100% bonus depreciation on qualified property. The increased tax depreciation etiminsted Use tax benefits related
to domestic manufacturing deductions in 2012 and 2011.

(h) Beginning in 2013, provisions within HeslUs Care Reform ehininsted Use tax deductibility of retiree health care costs to Use extent of federsl subsidies received by plan sponsors
Usst provide retiree prescription drug benefits equivalent to Medicare Pan D Coverage. Ass result, PPL recorded deferred income tax expense during 2010. See Note 13 for
sdditionsl infonnstion.

(i) During 2012, 2011 and 2010, PPL recorded a deferred tax benefit related to investmssent tax credits on progress expenditures relsted to hydroelecinc plant expansions. See Note 8
for additional hsfonnstion.

G) in 2011, PPL completed the sale of certain non-core generation facilities. See Note 9 for additional infonustion. Due to changes in state sppodiomnent ressilting in reductious in
the fsmturre estimssnsted state tax rste, PPL recorded deferred tax benefits related to its December 31, 2012 and 2011 state deferred tax liabilities.

(k) During 2012, PPL recorded adjustments to deferred tsxes reisted to net opersting loss csnyforwsrds of LKE based on income tsx return adjustments.
(I) During 2012 and 2011, PPL recorded foreign income tax benefits related to interest expense on intercompany loans for wlsiclm tlmere was no dosnestic income tax expense.
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2012 2011 2010
Taxes, other than income

State gross receipts $ 135 $ 140 $ 145
State utility realty 2 (9) 5
State capital stock 7 18 6
Foreign property (a) 147 1 t3 52
Domestic property and other (b) 75 64 30

Total $ 366 $ 326 $ 238

(a) The mcrease between 2011 and 2010 is due primarily to the acquisition of WPD Midlands on April 1,2011. See Note 10 for additional information.
(b) The mcrease between 2011 and 2010 is due primarily to the acquisition of LKE on November 1, 2010. See Note 10 for additional information.

(PPL Energy Supply)

Deferred income taxes reflect the net tax effects of temporary differences between the carrying amounts of assets and liabilities for accounting
purposes and theft basis for income tax purposes and the tax effects of net operating loss and tax credit canyfonvards.

Net deferred tax assets have been recognized based on management’s estimates of future taxable income for the U.S. jurisdictions in which PPL
Energy Supply’s operations have historically been profitable.

Significant components of PPL Energy Supply’s deferred income tax assets and liabilities were as follows:

2012 2011
Deferred Tax Assets

Deferred investmens tax credits $ ‘‘ $
Accrued pension costs 94 100
Federal loss canyforwards 51
Federal tax credit carn’forwards 113 58
State loss canyforwards 79 78
Other 68 80
Valuation allowances (74) (72)

Total deferred tax assets 406 300

Deferred Tax Liabilities
Plant- net 1,579 1,407
Unrealized gain on qualitying derivatives 173 380
Other 44 51

Total deferred tax liabilities 1,796 1,838

1et deferred tax liability $ 1,390 $ 1,538

At December 31, PPL Energy Supply had the following loss and tax credit carryforwards.

2012 Expiration
Loss canyfoiwarde

Federal net operating losses $ 143 203 1-2032
Federal charitable contributions 3 2016
State net operating losses 1,202 20 13-2032

Credit carryforwards
Federal investtnent tax credit 108 203 1-2032
Federal - other 5 203 1-2032

Valuation allowances have been established for the amount that, more likely than not, will not be realized. The changes in deferred tax valuation
allowances were:

Additions
Balance at Charged to Balance
Beginning Charged Other at End
of Period to Income Accounts Deductions of Period

2012 $ 72 $ $ 74
2011 408 22 $ 358(a) 72
2010 255 205 52(b) 408

(a) During 2011, PPL Energy Supply distributed its metnberalsip interest in PPL Global to PPL Energy Fsmding. See Note 9 for additional information.
(b) Reeultmg from the projected revenue increase in connection with tlte expiration of she Pennsylvania generation rate caps in 2010, the valuation allowance related to state net

operating loss carn’fonvards over the remaining canyfonvaed period was reduced by $52 million.
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Details of the components of income tax expense, a reconciliation of federal income taxes derived from statutory tax rates applied to “Income
(Loss) from Continuing Operations Before Income Taxes” to income taxes for reporting purposes, and details of “Taxes, other than income” were:

$ 89
7

111
193

10
203

$ 139
(12)
127
251

70
321

$ 208
78

286
66

(89)
(23)

Investment tax credit, net - federal
Tax benefit of operating loss canyforwards

Deferred - Federal
Deferred - State

Total Tax nenefit of Operating Loss Canyforwards

Total income taxes from continuing operations (a)

Total income tax expense - Federal
Total income tax expense (benefit) - State

Total income taxes from continuing operations (a)

$ 232
31

$ 263

$ 387
58

$ 445

$ 272
(11)

$ 261

(a) Excludes current and deferred federal, state and foreign tax expense (benefit) recorded to Discontinued Operations of $3 million in 2011 and $(5) million in 2010. Also,
excludes federal, state and foreign tax expense (benefit) recorded to OCT of $(267) snillion in 2012, $(83) million in 2011 and $132 million in 2010. The deferred tax benefit of
operating lose canyforwards was insignificant for 2011 and 2010.

Reconeillatioo of Income Tax Expeoae
Federal income tax on Income from Continuing Operations nefore income Taxes at

atatsaory tax rate - 35%
Increase (decrease) due to:

State income taxes, net of federal income tax benefit
State valuation allowance adjustments (a)
State deferred tax rate cbange (b)
Federal and state tax reserves adjustments
Domestic manufacturing deduction (c) (d)
Federal and state income tax rettan adjustments (d)
Health Care Reform (e)
Federal income tax credits (f)
Otlser

Total increase (decrease)

Total income taxes from continuing operations
Effective income tax rate

$ 258 $ 424 $ 308

41
(52)

(11)
(11)
(6)

5
(12) (12) (12)

(1) (3) (1)
5 21 (47)

$ 263 $ 445 $ 26t

35.6% 36.7% 29.6%

(a) During 2011, the Pennsylvania Department of Revenue issued interpretive guidance on the treatment of bonsis depreciation for Pennsylvania income tax purposes. TIme guidance
allows 100% bonus depreciation for qualifying assets in the samne year bonus depreciation is allowed for Federal income tax purposes. Due to the decrease in projected taxable
income related to bonus depreciation and a decrease in projected future taxable income, PPL Energy Supply recorded $22 million in state deferred income tax expense related to
deferred tax valuation allowances dsinng 2011.

Pennsylvania H.B. 1531, enacted in October 2009, increased the net operating lose limitation to 20% of taxable income for tax years beginning in 2010. Based on the projected
revenue increase related to the expiration of the generation rate caps, PPL Energy Supply recorded a $52 million state deferred incomne tax benefit related to the reversal of
deferred tax valuation allowances over the remaining cany forward period of tlse net operating losses thinng 2010.

(b) in 2011, PPL Energy Supply comnpleted tIme sale of certain non-core generation facilities. See Note 9 for additional infonnation. Due to changes in state apportiomnent resulting
in reductions in the fsmtsmre estimated state tax rate, PPL Energy Supply recorded deferred tax benefits related to its Decemnber 31, 2012 and 2011 state deferred tax liabilities.

(c) in Decemnber 2010, Congress enacted legislation allowing for 100% bonus depreciation on qualified property. The increased tax depreciation deduction eliminated the tax
benefits related to domnestic manufacturing deductions in 2012 and 2011.

(d) During 2011, PPL recorded federal and state tax benefits related to the filing of the 2010 federal and state incomne tax retuma. Of ttsis amount, $7 nrittion in tax benefits related
to an additional dosnestic manufacturing deductiomm resulting from revised bonus depreciation amnommts.

(e) negimming in 2013, provisions within Heatdm Care Refonn eliminated the tax deductibility of retiree lmealtlm care costa to the extent of federal subsidies received by plan sponsors
that provide retiree prescription drag benefits equivalent to Medicare Part D Coverage. As a result, PPL Energy Supply recorded deferred income tax expense during 2010. See
Note 13 for additional infonnation.

(1) During 2012, 2011 and 2010, PPL Energy Supply recorded a deferred sax benefit related to investment tax credits on progress expenditsees related to hydroelectric plant
expansions. See Note 8 for additional information.

tcome Tax Expense (Benefit)
Current - Federal
Current - State

Total Current Expeose (Benefit)
Deferred - Federal
Deferred - State

Total Deferred Expense (Benefit), excluding operating loss canyforwards

2012 2011 2010

(2) (3) (2)

(48)
(1)

(49)

_______________ _______________

$ 263 $ 445 $ 261

2012 2011 2010

33
7

(19)
(2)

4

60
‘7

(26)

(22)
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2012 2011 2010
Taxes, other than income

State gross receipts $ 35 $ 31 $ 15
State capital stock 5 12 4

• Property and other 29 28 27

Total $ 69 $ 71 $ 46

(PPL Electric)

The provision for PPL Electric’s deferred income taxes for regulated assets and liabilities is based upon the ratemaking principles reflected in rates
established by the PUC and the FERC. The difference in the provision for deferred income taxes for regulated assets and liabilities and the
amount that otherwise would be recorded under GAAP is deferred and included in “Regulatory assets” or “Regulated liabilities” on the Balance
Sheets.

Significant components of PPL Electric’s deferred income tax assets and liabilities were as follows:

2012 2011
Deferred Tax Assets

Accrued pension costs $ $1 $ 93
Contiibutions in aid of construction 106 104
Regulatory obligations 24 28
State loss canyforwards 39 26
Federal loss carryforwards 81 3
Other 46 29

Total deferred tax assets 377 283

Deferred Tax Liabilities
Electric utility plant - net 1,229 1,078
Taxes recoverable through future rates 322 120
Reacquired debt costs 27 32
Other regulatory assets 174 127
Other 12 16

Total deferred tax liabilities 1,564 1,373

Net deferred tax liability $ 1,187 $ 1,090

At December 31, PPL Electric had the following loss canyforwards.

2012 Expiration

Loss canyforwards
Federal net operating losses $ 229 2031-2032
Federal charitable contributions 2 2016
State net operating losses 597 2030-2032

Details of the components of income tax expense, a reconciliation of federal income taxes derived from statutory tax rates applied to “Income
Before li;corne Taxes” to income taxes for reporting put-poses, and details of “Taxes, other than income” were:

2012 2011 2010
income Tax Expense (Benefit)

Current - Federal $ (28) $ (25) $ (127)
Current-State (18) (13) (14)

Total Current Expense (Benefit) (46) (38) (141)
Deferred-Federal 162 123 184
Deferred - State 42 25 27

Total Deferred Expense (Benefit), excluding operating loss canyforwards 204 148 2fl

Investment tax credit, net - Federal (1) (2) (2)
Tax benefit of operating loss cariyforwards

Deferred - Federal (72) (12) 6
Deferred - State (17) (28) (17)

Total Tax Benefit of Operating Loss Canyforwards (89) (40) (11)

Total income tax expense $ 68 $ 68 $ 57

Total income tax expense - Federal $ 61 $ $4 $ 61
Total income tax expense (benefit) - State 7 (16) (4)

Total income tax expense $ 6$ $ 6$ $ 57

272



Reconciliation of Income Taxes
Federal income tax on income Before Income Taxes at etatutosy tax rate - 35%

creaee (decrease) due to:
State income taxes, net of federal income tax benefit
Amortization of investment tax credit
Federal and state tax reserves adjuatments (a)
Federal and state income tax return adjuatments (b) (c)
Depreciation not normalized (c)
Other

Total income tax expense
Effective locome tax rate

(1) (2) (2)
(8) (9) (12)

7 (4) (1)
(8) (17) (3)
(2) (2) (1)
(3) (22) (10)

$ 68 $ 68 $ 57

33,3% 26.5% 29.7%

(a) in July 2010, the U.S. Tax Cotut ruled in PPL Elecinc’s favor in a dispute with the IRS, concluding that street lighting assets are depreciable foe tax purposes over seven
years. As a retult, PPL Electric recorded a $7 million tax benefit to federal and state income tax reserves and related deferred income taxes. The IRS did not appeal this
decition.

PPL Electric recorded a tax benefit of $6 million during 2012 and 2011 and $7 million during 2010 to federal and state incotne tax reserves related to stranded cost securitization.
(b) PPL Electric changed its method of accosmting for repair expenditures for tax purposes effective for its 2008 tax year. in August 2011, the IRS isetted guidance regarding the use

and evaluation of statistical samples and sampling estimates for network assets. The IRS guidance provided a safe harbor method of detennining wbether the repair expenditures
for electric transmission and distribution property can be cmzently deducted for tax purposes. PPL Electric adopted the safe harbor method with the filing of its 2011 federal
income tax retsms and recorded a $5 million adjustment to federal and state income tax expense resulting frosn the reversal of prior years’ state income tax benefits related to
regulated depreciation.

During 2011, PPL Electric recorded a $5 million federal and state incotne tax benefit as a result of filing its 2010 federal and state income tax returns. Of this amount, $3 million
in tax benefits related to the flow-through impact of Pennsylvania regulated 100% bonus tax depreciation.

(c) Daring 2011, rise Pennsylvania Department of Revenue issued interpretive guidance on the treatenent of bonus depreciation for Pennsylvania income tax purposes. The guidance
allows 100% bonus depreciation for qualifying assets in the same year bonus depreciation is allowed foe federal incotne tax purposes. The 100% Pennsylvania bonus
depreciation deduction created a current state income tax benefit for the flow-through isnpact of Pennsylvania regulated state tax depreciation. The federal provision for 100%
bonus depreciation generally applies to property placed into service before January 1,2012. The placed in-service deadline is extended to January 1,2013 for property that Isas a
cost in excess of $1 snillion, bass production period longer than one year and has a tax life ofat least ten yeses. PPL Electric’s tax deduction for 100% bonus depreciation was
significantly lower in 2012 than in 2011.

Taxes, other than income
State gross receipts
State utility realty (a)
State capital stock
Property and other

Total

(a) 2011 includes PURTA tax that was refunded to PPL Elecinc customers in 2011.

(LKE)

The provision for LKI’s deferred income taxes for regulated assets and liabilities is based upon the ratemaking principles reflected in rates
established by the KPSC, VSCC, TR& and the FERC. The difference in the provision for deferred income taxes for regulated assets and liabilities
and the amount that otherwise would be recorded under GAAP is deferred and included in “Regulatory assets” or “Regulatory liabilities” on the
Balance Sheets.

Significant components of LKE’s deferred income tax assets and liabilities were as follows:

Deferred Tax Assets
Net operating loss canyforward
Federal tax credit carryforwards
Regsdstosy liabilities
Accrued pension costs
State capital lots csnyforwsrd
income taxes due to customers
Deferred investment tax credits
Other
Vsltmation allowances

Total deferred tax sssett

$ 376 $ 318
170 170
99 124
42 67

5 5
26 30
54 56
41 30
(5) (5)

808 795

Total increste (decrease)

2012 2011 2010

$ 71 $ 90 $ 67

9 12 9

2012 2011 2010

$ 101 $ 109 S 130
2 (10) 5
1 4
1 1 1

$ 105 $ 104 $ 138

2012 2011
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2012 2011

Deferred Tax Liabilities
Plant - net 1,171 986
Regulatory assett 152 180

Other 13 25

Total deferred tax liabilities 1,336 1,191

Net deferred tax liability $ 528 $ 396

LICE expects to have adequate levels of taxable income to realize its recorded deferred income tax assets.

At December 31, LICE had the following loss and tax credit canyfonvards.

2012 Expiration

Lost canyforwards
Federal net operating lotsea $ 948 2028-2032
State net operating lotaes 1,173 2028-2032
State capital losses 119 2013-2016

Credit canyforwards
Federal invettrnent tax credit 125 2025-2028
Federal alternative rninimurn tax credit 20 Indefrnite
Federal - other 25 20 16-2032
State - other 4 2022

Changes in deferred tax valuation allowances were:

Balance at Balance
Beginning at End
of Period Additions Deductions of Period

2012 $ 5 $ 5
2011 6 $ 1(a) 5
2010 7 $ 6(b) 7(c) 6

(a) Primarily related to the expiration of state capital lots cariyforwarda.
(b) A valuation allowance wat recorded against deferred tax assets for state capital loss carryforwarda.

(c) Related to release of a valuation allowance associated with federal capital lost canyforwardt due to the LKE acquisition by PPL.

)etails of the components of income tax expense, a reconciliation of federal income taxes derived from slatito tax rates applied to “Income
(Loss) from Continuing Operations Before Income Taxes” to income taxes for reporting purposes, and details of “Taxes, other than income” were:

Successor Predecessor
Two Months Ten Months

Year Ended Year Ended Ended Ended
December 31, December 31, December 31, October 31,

2012 2011 2010 2010

Income Tax Expense (Benefit)
Current - Federal $ (32) $ (71) $ (31) S 33

Current- State 2 6 4 11

Total Current Expense (Benefit) (30) (65) (27) 44

Deferred- Federal 185 208 52 62

Deferred- State 15 16 1 5

Total Deferred Expense, excluding operating Iota canyfonvarda 200 224 53 67

inveattnent tax credit, net - Federal (6) (6) (1) (2)

Tax benefit of operating lots carryforwarda
Deferred - Federal (46)
Deferred - State (12)

_______________

Total Tax Benefit of Operating Loss Canyforwards (58)

_______________ _______________ _______________

Total incotne tax expente frotn continuing operations (a) $ 106 $ 153 $ 25 $ 109

Total income tax expense - Federal $ 101 $ 131 $ 20 $ 93

Total income tax expense - State 5 22 5 16

Total income tax expense from continuing operations (a) $ 106 $ 153 $ 25 $ 109

(a) Excludes current and deferred federal and state tax expense (benefit) recorded to Discontinued Operations of 5(4) million in 2012, $0) million in 2011,51 million for the two
tnonsb period ended December 31, 2010 and $0) million for the ten month period ended October 31, 2010. Also, excludca deferred federal and atate tax expense (benefit)
recorded to OCI of $02) million in 2012, $(l) tnilliott in 2011,53 million for tIme two month period ended December 31. 2010 and 5(7) tinllion for the ten snonth period ended
October 31, 2010.
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Successor Predecessor
Two Months Ten Months

Year Ended Year Ended Ended Ended
December 31, December 31, December 31, October 31,

e 2012 2011 2010 2010
conciliation ot Income Taxes

Federal income tax on Income Before Income Taxes at
statutoly tax fate - 35% $ 116 $ 147 $ 25 $ 105

Increase (decrease) due to:
State income taxes, net of federal income tax benefit 6 15 9
Amortization of investment tax cfedit (6) (5) (2)
Net operating loss canyforward (a) (9)
Other (1) (4) (2) (3)

Total increase (decrease) (10) 6

_________________

4
Total income tax expense from continuing operations $ 106 S 153 S 25 $ 109
Effective income tai rate 32.0% 36.5% 35.7% 36.3%

(a) During 2012, LKE recorded adjustments to deferred taxes related to net operating loss carryforwards based on income tax return adjustments.

Successor Predecessor
Two Months Ten Months

Year Ended Year Ended Ended Ended
December 31, December 31, December 31, October 31,

2012 2011 2010 2010
Taxes, other than income

Property and other $ 46 $ 37 $ 2 $ 21
Total $ 46 $ 37 $ 2 $ 21

(LG&E)

The provision for LG&E’s deferred income taxes for regulated assets and liabilities is based upon the ratemaking principles reflected in rates
established by the KPSC and the FERC. The difference in the provision for deferred income taxes for regulated assets and liabilities and the
amount that otherwise would be recorded under GAAP is deferred and included in “Regulatory assets’ or “Regulatory liabilities” on the Balance
Sheets.

Significant components of LG&E’s deferred income tax assets and liabilities were as follows:

2012 2011
eferred Tax Assets

Regulatory liabilities $ 54 $ 65
Deferred investment tax credits 16 17
Income taxet due to customers 21 23
Other 9 10

Total deferred tax assets 100 115

Deferred Tax Liabilities
Plant - net 526 462
Regulatory assets 86 98
Accrued pension costs 27 19
Other

________________ ________________

Total deferred tax liabilities 648 588
Net deferred tax liability $ $

LG&E expects to have adequate levels of taxable income to realize its recorded defetred income tax assets.

At December 31, 2012, LG&E had $22 million of state net operating loss carryfonvards that expire in 2030.

Details of the components of income tax expense, a reconciliation of federal income taxes derived from statutory tax rates applied to “Income
Before Income Taxes” to income taxes for reporting purposes, and details of “Taxes, other than income” were:

275



(a) Excludes deferred federal and State tax expense recorded to OCI of $7 million for the ten month period ended October31, 2010.

Reconciliation of Income Taxes
federal income tax on Income Before Income Taxes at

statutory tax rate - 35%
Increase (decrease) due to:

State income taxes, net of federal income tax benefit
Other

Total increase (decrease)

Total income tax expense
Effective income tax rate

Successor
Two Months

Year Ended Year Ended Ended
December 31, December 31, December 31,

2012 2011 2010

$ 67 $ 68 $ 10

5 7 1
(3) (4) (1)
2 3

S 69 $ 71 S 10

35.9% 36.4% 34.5%

Predecessor
Ten Months

Ended
October 31,

2010

$ 58

4
(4)

$ 5$

34.7%

The provision for KU’s deferred income taxes for regulated assets and liabilities is based upon the ratemaking principles reflected in rates
established by the KPSC, VSCC, TRA and the FERC. The difference in the provision for deferred income taxes for regulated assets and liabilities
and the amount that otherwise would be recorded under GAAP is deferred and included in “Regulatory assets” or “Regulatory liabilities” on the
Balance Sheets.

Significant components of KU’s deferred income tax assets and liabilities were as follows:

Deferred Tax Assets
Regulatory liabilities
Deferred investment tax credits
Net operating loss canyforward
Income taxes due to ctmstomners
Accnied pension costs
Other

Total deferred tax assets

2012 2011

$ 45 $ 58
38 39
20

5
(5)

7
9

7 6
110 119

Successor

(‘“)come Tax Expense (Benefit)
Current - federal
Current - State

Total Current Expense (Benefit)
Deferred - Federal
Deferred - State

Total Deferred Expense
Investment tax credit, net - Federal

Total income tax expense (a)

Total income tax expense - Federal
Total income tax expense - State

Total income tax expense (a)

Two Months
Year Ended Year Ended Ended

December 31, December 31, December 31,
2012 2011 2010

$ (2) $ 12 $ (4)
3 $ 1
1 20 (3)

65 52 12
6 2 1

71 54 13
(3) (3)

S 69 $ 71 $ 10

$ 60 $ 61 $ $
9 10 2

$ 69 $ 71 $ 10

Predecessor
Ten Months

Ended
October 31,

2010

$ 32
5

37
21

2
23
(2)

$ 58

$ 51
7

$ 51

Taxes, other than income
Property and other

Total

(KU)

Successor

Year Ended
December 31,

2012

$ 23
$ 23

Year Ended
December 31,

2011

$ 18
S 11

Two Months
Ended

December 31,
2010

$
$

Predecessor
Ten Months

Ended
October 31,

2010

$ 12
$ 12
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Deferred Tax Liabilities

Plant - net
Regulatory assets
Other

_______________

Total deferred tax liabilities

_________________

1Jet deferred tax liability

________________

KU expects to have adequate levels of taxable income to realize its recorded deferred income tax assets.

At December 31, 2012, KU had $56 million of federal net operating loss carryforwards that expire in 2032.

Details of the components of income tax expense, a reconciliation of federal income taxes derived from statutoty tax rates applied to “Income
Before Income Taxes” to income taxes for reporting purposes, and details of ‘Taxes, other than income were:

Income Tax Expense (Benefit)
Current - Federal
Current - State

Total income tax expense - Federal
Total income tax expense - State

Total income tax expense (a)

Reconciliation of Income Taxes
Federal income tax on Income Before Income Taxes at

statutory tax rate - 35%
Increase (decrease) due to:

State income taxes, net of federal income tax benefit
Other

Total increase (decrease)

Total income tax expense
Effective income tax rate

Year Ended
December 31,

2012

$ (20)
(1)

(21)
111

11
122
(3)

(20)
(20)

S 78

$ 68
10

$ 78

Two Months
Year Ended Ended

December 31, December 31,
2011 2010

$ (8) $ 13
4 3

(4) 16
101 4

10

_______________

111 4
(3)

__________________

Predecessor
Ten Months

Ended
October 31,

2010

2012 2011

623
65

5
693

$ 583

500
82
16

598

$ 479

Successor

Total Cm-rent Expense (Benefit)
Deferred - Federal
Deferred - State

Total Deferred Expense, excluding operating loss cariyforwards
Investment tax credit, net - Federal
Tax benefit of operating loss carryforwards

Deferred - Federal
Total Tax Benefit of Operating Loss Canyforwards

Total income tax expense (a)

Predecessor
Ten Months

Ended
October 31,

2010

$ 46
9

55
20

3
23

S 78

$ 66
12

$ 78

Excludes deferred federal and state tax (benefit) recorded to OCI of 51 million in 2012 and 5(1) million for the ten month period ended October 31, 2010.

5 104 $ 20

$ 90 $ 17
14 3

$ 104 $ 20

Successor
Two Months

Year Ended Year Ended Ended
December 31, December 31, December 31,

2012 2011 2010

$ 75 $ 99 $ 19

6 9 2
(3) (4) (1)

3 5 1
$ 7$ $ 104 $ 20

36.3% 36.9% 36.4%

Taxes, other than income
Property and other

Total

Successor

Year Ended
December 31,

2012

$ 77

(7)

$ 78

35.8%

Predecessor
Ten Months

Ended
October 31,

2010

$ 9
S 9

Year Ended
December 38,

2011

Two Months
Ended

December 31,
2010

$ 23 $ 19 $ I
$ 23 S 19 $ 1
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Unrecognized Tax Benefits (PPL, FFL Energy Supply, FPL Electric, LKE, LG&E and KU)

Changes to unrecognized tax benefits were as follows:

2012 2011

Beginning of period $ 145 $ 251
Additions based on tax positions of prior years 15 40
Reductions based on tax positions of prior years (61) (160)
Additions based on tax positions related to the current year 7 25
Reductions based on tax positions related to the current year (3) (4)
Settlements (2)
Lapse of applicable statute of lhnitation (9) (10)
Effects of foreign currency translation

_________________ _________________

End of period $ 92 $ 145

PPL Energy Supply
Beginning of period $ 28 $ 183
Additions based on tax positions of prior years 4 1
Reductions bated on tax positions of prior years (2)
Reductions bated on tax positions related to the current year (1)
Bcrecognize unrecognized tax benefits (a)

_________________

(155)

End of period $ 30 $ 28

PPL Electric
Beghming of period $ 73 $ 62
Reductions based on tax positions of prior years (43)
Additions bated on tax positions related to the current year 5 22
Reductions based on tax positions related to the current year (1)
Lapte of applicable statute of limitation (9) (10)

End ofperiod $ 26 $ 73

(a) Represents unrecognized tax benefits 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 Fsmding. See Note 9 for additional infonnation on the distribution.

LKE’s, LG&E’s and KU’s unrecognized tax benefits and changes in those unrecognized tax benefits are insignificant at December 31, 2012 and
December 31, 2011.

4 )t December 31, 2012, it was reasonably possible that during the next 12 months the total amount of unrecognized tax benefits could increase or
decrease by the following amounts. For LKE, LG&E and KU, no significant changes in unrecognized tax benefits are projected over the next 12
months.

Increase Decrease

PPL $ 10 $ 90
PPL Energy Supply 1 30
PPL Electric 11 25

These potential changes could result from subsequent recognition, derecognition andlor changes in the measuretnent of uncertain tax positions
related to the creditability of foreign taxes, the timing and utilization of foreign tax credits and the related impact on altemative minimum tax and
other credits, the timing andlor valuation of certain deductions, intercompany transactions and unitary filing groups. The events that could cause
these changes are direct settlements with taxing authorities, litigation, legal or administrative guidance by relevant taxing authorities and the lapse
of an applicable statute of lhnitation.

At December 31, the total unrecognized tax benefits and related indirect effects that, if recognized, would decrease the effective tax rate were as
follows. The amounts for LKE, LG&E and KU were insignificant.

2012 2011

PPL $ 38 $ 41
PPL Energy Supply 13 13
PPL Electric 3 8
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At December 31, the following receivable (payable) balances were recorded for interest related to tax positions. The amounts for LKE, LG&E
and KU were insignificant.

2012 2011

$ (16) S (20)
PPL Energy Supply 17
PPL Electric 1 8

The following interest expense (benefit) was recognized in income taxes. The amounts for LKE, LG&E and KU were insignificant.

2012 2011 2010

PPL $ (4) $ 27 $ (39)
PPL Energy Supply (4) 6 (30)
PPL Electric (4) (5) (8)

PPL or its subsidiaries file tax returns in five major tax jurisdictions. The income tax provisions for PPL Energy Supply, PPL Electric, LKE,
LG&E and KU are calculated in accordance with an intercompany tax sharing agreement which provides that taxable income be calculated as if
each domestic subsidiary filed a separate consolidated return. Based on this tax sharing agreement, PPL Energy Supply or its subsidiaries
indirectly or directly file tax returns in three major tax jurisdictions, PPL Electric or its subsidiaries indirectly or directly file tax returns in two
major tax jurisdictions, and LKE, LG&E and KU or their subsidiaries indirectly or directly file tax returns in two major tax jurisdictions. With
few exceptions, at December 31, 2012, these jurisdictions, as well as the tax years that are no longer subject to examination, were as follows:

PPL
PPL Energy Supply PPL Electric LKE LG&E KU

U.S. (federal) (a) 1997 and prior 1997 and prior 1997 and prior 10/31/2070 and prior 10/31/2010 and prior 10/31/2010 and prior
Pennsylvania (state) 200$ and prior 200$ and prior 2008 and prior
Kentucky (state) 200$ and prior 2010 and prior 2010 and prior 2010 and prior
Montana (slate) 200$ and prior 2008 and prior
U.K. (foreign) 2010 and prior

(a) For LKE, LG&E and KU 2009, as well as the ten month period ending October 31, 2010. remain open under the standard three year statute of limitations; however, the IRS has
completed its audit of these periods under the Compliance Assurance Process, effectively closing them to audit adjustments. No issues remain outstanding.

Other (PPL and PPL Ene, Supply)

changed its method of accounting for repair expenditures for tax purposes effective for its 200$ tax year for Pennsylvania operations. PPL
-tnade the same change for its Montana operations for tax year 2009. Th 2011, the IRS issued guidance on repair expenditures related to network
assets providing a safe harbor method of deteimining whether the repair expenditures can be currently deducted for tax purposes. The IRS has not
yet issued guidance to provide a safe harbor method related to generation property. The IRS may assert and ultimately conclude that PPLs
deduction for generation-related expenditures should be disallowed in whole or in part. PPL believes that it has established an adequate reserve
for this contingency.

Tax Legislation (PFL, PPL Ener Supply, PPL Electric, LKE, LG&E and KU)

On January 2, 2013, H.R. 8, The American Taxpayer Relief Act of 2012, was signed into law. The most significant extension of tax relief under
this Act applicable to PPL is the extension of bonus depreciation. This provision extends the current 50% expensing provision for qualifying
property purchased and placed in service before January 1, 2014 (before January 1, 2015 for certain longer-lived and transportation assets). PPL
is still evaluating the changes. However, PPL does not expect that the changes related to this legislation will have a material impact on income tax
expense.
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6. Utility Rate Regulation

Regutatory Assets and Liabilities

N)PL, PPL Electric, LKE, LG&E and KU)

As discussed in Note 1 and summarized below, PPL, PPL Electric, LKE, LG&E and KU reflect the effects of regulatoiy actions in the fmancial
statements for their cost-based rate-regulated utility operations. Regulatory assets and liabilities are classified as current il upon initial
recognition, the entire amount related to that item will be recovered or refunded within a year of the balance sheet date. As such, the primary
items classified as current are related to rate mechanisms that periodically adjust to account for over- or under-collections.

(PPL, LKE, LG&E and KU)

LG&E is subject to the jurisdiction of the KPSC and FERC, and KU is subject to the jurisdiction of the KPSC, FERC, VSCC and TRA.

LG&Es and KU’s Kentucky base rates are calculated based on a return on capitalization (common equity, long-term debt and short-term debt)
including certain adjustments to exclude non-regulated investments and costs recovered separately through other rate mechanisms. As such,
LG&E and KU earn a return on the net cash invested in regulatory assets and regulatory liabilities.

As a result of purchase accounting requirements, certain fair value amounts related to contracts that had favorable or unfavorable terms relative to
market were recorded on the Balance Sheets with an offsetting regulatory asset or liability. LG&E and KU recover in customer rates the cost of
coal contracts, power purchases and emission allowances. As a result, management believes the regulatory assets and liabilities created to offset
the fair value amounts at LKE’s acquisition date meet the recognition criteria established by existing accounting guidance and eliminate any rate
making impact of the fair value adjustments. LG&E’s and KU’s customer rates will continue to reflect the original contracted prices for these
contracts.

(PFL, LKE and KU)

KU’s Virginia base rates are calculated based on a return on rate base (net utility plant plus working capital less deferred taxes and miscellaneous
deductions). All regulatory assets and liabilities, except the levelized fuel factor, are excluded from the return on rate base utilized in the
calculation of Virginia base rates: therefore, no return is earned on the related assets.

KU’s rates to municipal customers for wholesale requirements are calculated based on annual updates to a rate formula that utilizes a return on rate
se (net utility plant plus working capital less deferred taxes and miscellaneous deductions). All regulatory assets arid liabilities are excluded
m the return on rate base utilized in the development of municipal rates: therefore, no return is earned on the related assets.

(FPL and PPL Electric)

PPL Electric’s distribution base rates are calculated based on a return on rate base (net utility plant plus a cash working capital allowance less
plant-related deferred taxes and other miscellaneous additions and deductions). PPL Electric’s transmission revenues are billed in accordance with
a FERC tariff that allows for recoveiy of transmission costs incurred, a return on transmission-related plant and an automatic annual update. See
‘Transmission formula Rate” below for additional information on this tariff. All regulatory assets and liabilities are excluded from distribution
and transmission return on investment calculations; therefore, generally no return is earned on PPL Electric’s regulatory assets.

(PFL, FPL Electric, LKE, LG&E w7d KU)

The following tables provide infoniiation about the regulatory assets and liabilities of cost-based rate-regulated utility operations.

280



PPL PPL Electric
2012 2011 2012 2011

Current Regulatory Assets:
Gas supply clause $ 11 $ 6

uel adjustment clause 6 3
Other

2

_________________ _________________ _________________

Total current regulatory assets $ 19 $ 9

Noncurrent Regulatory Assets:
Defmed benefit plans $ 730 $ 615 $ 362 $ 276
Taxes recoverable through future rates 293 289 293 289
Storm costs 168 154 59 31
Unamortized loss on debt 96 110 65 77
Interest rate swaps 67 69
Accumulated cost of removal of utility plant 71 53 71 53
Coal contracts (a) 4 11
ARO5 26 18
Other 28 30 3 3

Total noncurrent regulatory assets $ 1.483 $ 1,349 $ 853 $ 729

Current Regulatory Liabilities:
Generation supply charge $ 27 $ 42 $ 27 $ 42
ECR 4 7
Gas supply clause 4 6
Transmission service charge 6 6 2
Transmission formula rate 5
Universal Service Rider 17 1 17 1
Other 3 10 2 3

Total current regulatmv liabilities S 61 S 73 $ 52 $ 53

Noncurrent Regulatory Liabilities:
Accumulated cost of removal of utility plant $ 679 S 651
Coal contracts (a) 141 180
Power purchase aereement - OVEC (a) 10$ 116
Net deferred tax assets 34 39
Act 129 compliance rider 8 7 S $ $ 7
Defmed benefit plans 17 9
Interest rate swaps 14
Other

9 8

_________________ _________________

(‘)tal noncurrent regulatory liabilities $ 1,010 $ 1,010 $ $ $ 7

LKE LG&f KU
2012 2011 2012 2011 2012 2011

Current Regulatory Assets:
Gas supply clause $ 11 $ 6 $ 11 $ 6
Ftiel adjustment clause 6 3 6 3
Other

2

_________________

2

_________________

Total current regulatory assets $ 19 $ 9 $ 19 $ 9

Noncurrent Regulatory Assets:
Drfmedbenefitplans $ 368 $ 339 $ 232 $ 225 $ 136 $ 114
Stonn costs 109 123 59 66 50 57
Unamortized loss on debt 31 33 20 21 11 12
Interest rate swaps 67 69 67 69
Coal contracts (a) 4 11 5 2 6
AROs 26 18 15 11 11 7
Other 25 27 5 6 20 21

Total noncurrent regulatory assets $ 630 $ 620 $ 400 $ 403 $ 230 $ 217

Current Regulatory Liabilities:
ECR $ 4$ 7 $ 4$ 7
Gas supply clause 4 6 $ 4 $ 6
Other

1 7

_________________

4 1 3

Total current regulatory liabilities $ $ 20 $ 4 $ 10 $ 5 $ 10
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LICE LG&E KU
2012 2011 2012 2011 2012 2011

Noncurrent Regulatoiy Liabilities:
Accumulated cost of removal

,-•-..,
ofutiity plant $ 679 $ 651 $ 297 $ 286 $ 382 $ 365

( Coal contracts (a) 141 180 61 78 80 102
Power purchase agreement - OVEC (a) 108 116 75 80 33 36
Net deferred tax assets 34 39 28 31 6 8
Defmed benefit plans 17 9 17 9
Interest rate swaps 14 7 7
Other 9 8 3 3 6 5

Total noncurrent regulatory liabilities $ 1002 $ 1,003 $ 471 $ 478 $ 531 $ 525

(a) These regulatory assets and liabilities were recorded as offsets to certain intangible assets and liabilities that were recorded at fair value upon the acquisition of LKE.

Following is an overview of selected regulatory assets and liabilities detailed in the preceding tables. Specific developments with respect to
certain of these regulatory assets and liabilities are discussed in ‘Regulatory Matters.”

(PPL and PPL Electric)

Generation Supply Charge

The generation supply charge is a cost recovery mechanism that permits PPL Electric to recover costs incurred to provide generation supply to
PLR customers who receive basic generation supply service. The recovery includes charges for generation supply (energy and capacity and
ancillary services), as well as administration of the acquisition process. In addition, the generation supply charge contains a reconciliation
mechanism whereby any over- or under-recovery from prior quarters is refunded to, or recovered from, customers through the adjustment factor
determined for the subsequent quarter.

Universal Service Rider (USR)

PPL Electric’s distribution rates permit recovery of applicable costs associated with the universal service programs provided to PPL Electric’s
residential customers. Universal service programs include low-income programs, such as OnTrack and Winter Relief Assistance Program
(WRAP). OnTrack is a special payment program for low-income households within the federal poverty level who have difficulty paying their
electric bills. This program is funded by residential customers and administered by community-based organizations. Customers who participate
in OnTrack receive assistance in the form of reduced payment arrangements, protection against termination of electric service and referrals to

j ther community programs and services. The WRAP program reduces electric bills and improves living comfort for low-income customers by
oviding services such as weatherization measures and energy education services. The USR is applied to distribution charges for each customer
who receives distribution service under PPL Electric’s residential service rate schedules. The USR contains a reconciliation mechanism whereby
any over- or under-recovery from the current year is refunded to or recovered from residential customers through the adjustment factor determined
for the subsequent year.

Taxes Recoverable through Future Rates

Taxes recoverable through future rates represent the portion of future income taxes that will be recovered through future rates based upon
established regulatory practices. Accordingly, this regulatory asset is recognized when the offsetting deferred tax liability is recognized. For
general-purpose financial reporting, this regulatory asset and the deferred tax liability are not offset; rather, each is displayed separately. This
regulatory asset is expected to be recovered over the period that the underlying book-tax timing differences reverse and the actual cash taxes are
incurred.

Act 129 Compliance Rider

In compliance with Pennsylvania’s Act 129 of 2008 and implementing regulations, PPL Electric’s energy efficiency and conservation plan was
approved by a PUC order in October 2009. The order allows PPL Electric to recover the maximum $250 million cost of the program ratably over
the life of the plan, from January 1, 2010 through May 31, 2013. The plan includes programs intended to reduce electricity consumption. The
recoverable costs include direct and indirect charges, including design and development costs, general and administrative costs and applicable
state evaluator costs. The rates are applied to customers who receive distribution service through the Act 129 Compliance Rider. The actual
program costs are reconcilable, and any over- or under-recovery from customers will be refunded or recovered at the end of the program. See
below under “Regulatory Matters - Pennsylvania Activities” for additional information on Act 129.
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Transmission Service Charge (TSC)

PPL Electric is charged by PJM for transmission service-related costs applicable to its PLR customers. PPL Electric passes these costs on to
ustomers, who receive basic generation supply service through the PUC-approved TSC cost recovery mechanism. The TSC contains a

onciliation mechanism whereby any over- or under-recovery from customers is either refunded to, or recovered from, customers though the
..djustment factor determined for the subsequent year.

Transmission Formula Rates

PPL Electric’s transmission revenues are billed in accordance with a FERC-approved open access transmission tariff that utilizes a formula-based
rate recovery mechanism. The formula rate is based on prior year expenditures and forecasted current calendar year transmission plant
additions. An adjustment to the prior year expenditures is recorded as a regulatory asset or liability.

(PPL, FPL Electric, LKE, LG&E and KU)

Defined Benefit Plans

Recoverable costs of defined benefit plans represent the portion of wrecognized transition obligation, prior service cost and net actuarial losses
that will be recovered in defined benefit plans expense through future base rates based upon established regulatory practices and are amortized
over the average service lives of plan participants. These regulatory assets and liabilities are adjusted at least annually or whenever the flmded
status of defused benefit plans is re-measured. Of the regulatory asset and liability balances recorded, costs of $60 million for PPL, $22 million
for PPL Electric, $38 million for LICE, $24 million for LG&E and $14 million for KU are expected to be amortized into net periodic defined
benefit costs in 2013.

Storm Costs

PPL Electric, LG&E and KU have the ability to request from the PUC, KPSC and VSCC the authority to treat expenses related to specific
extraordinary storms as a regulatory asset and defer and amortize such costs for regulatory accounting and reporting purposes. Once such
authority is granted. PPL Electric, LG&E and KU can request recovery of those expenses in a base rate case.

Unamortized Loss on Debt

Unamortized loss on reacquired debt represents losses on long-term debt reacquired or redeemed that have been deferred and will be amortized
nd recovered over either the original life of the extinguished debt or the life of the replacement debt (in the case of refinancing). Such costs are
Aing amortized though 2029 for PPL Electric. Such costs are being amortized though 2035 for LG&E and 2036 for PPL, LIKE and KU.

Accumulated Cost of Removal of Utility Plant

LG&E and KU accrue for costs of removal through depreciation expense with an offsetting credit to a regulatory liability. 11w regulatory liability
is relieved as costs are incurred. See Note I for additional information.

PPL Electric does not accrue for costs of removal. When costs of removal are incurred, PPL Electric records the deferral of costs as a regulatory
asset. Such deferral is included in rates and amortized over the subsequent five-year period.

(FPL, LKE, LG&E and KU)

ECR

Kentucky law permits LG&E and KU to recover the costs, including a return of operating expenses and a return of and on capital invested, of
complying with the Clean Air Act and those federal, state or local enviromnental requirements which apply to coal combustion wastes and by
products from coal-fired electric generating facilities. The KPSC requires reviews of the past operations of the environmental surcharge for six
month and two-year billing periods to evaluate the related charges, credits and rates of return, as well as to provide for the roll-in of ECR amounts
to base rates each two-year period. The ECR regulatory asset or liability represents the amount that has been under- or over-recovered due to
tining or adjustments to the mechanism and is typically recovered within 12 months. LG&E and KU are authorized to receive a 10.63% and
10.10% return on projects associated with the 2009 and 2011 compliance plans. As a result of the settlement agreement in the 2012
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rate case, beginning in 2013, LG&E and KU will receive a 10.25% return on all ECR projects included in the 2009 and 2011 compliance plans.

Coal Contracts

a result of purchase accounting associated with PPL’s acquisition of LKE, LG&E’s and KU’s coal contracts were recorded at fair value on the
ialance Sheets with offsets to regulatory assets for those contracts with unfavorable terms relative to current market prices and offsets to
regulatory liabilities for those contracts with favorable terms relative to current market prices. These regulatory assets and liabilities are being
amortized over the same terms as the related contracts, vhich expire at various times through 2016.

Gas Supply Clause

LG&E’s natural gas rates contain a gas supply clause, whereby the expected cost of natural gas supply and variances between actual and expected
costs from prior periods are adjusted quarterly in LG&Es rates, subject to approval by the KPSC. The gas supply clause includes a separate
natural gas procurement incentive mechanism, a performance-based rate, which allows LG&E’s rates to be adjusted annually to share variances
between actual costs and market indices between the shareholders and the customers during each performance-based rate year (12 months ending
October 31). The regulatory assets or liabilities represent the total amounts that have been tmder- or over-recovered due to timing or adjustments
to the mechanisms and are recovered within 18 months.

Fuel Adjustment Clauses

LG&E’s and KU’s retail electric rates contain a fuel adjustment clause, whereby variances in the cost of fuel for electric generation, including
transportation costs, from the costs embedded in base rates are adjusted in LG&E’s and KU’s rates. The KPSC requires public hearings at six-
month intervals to examine past fuel adjustments and at two-year intervals to review past operations of the fuel clause and, to the extent
appropriate, reestablish the fuel charge included in base rates.

KU also employs a levelized fuel factor mechanism for Virginia customers using an average fuel cost factor based primarily on projected fuel
costs. The Virginia levelized fuel factor allows fuel recovery based on projected fuel costs for the coming year plus an adjustment for any under-
or over-recovery of fuel expenses from the prior year. The regulatory assets or liabilities represent the amounts that have been under- or over-
recovered due to timing or adjustments to the mechanism and are typically recovered within 12 months.

Interest Rate Swaps

(PPL, LKE and LG&E,)

ccause realized amounts associated with LG&E’s interest rate swaps, including a terminated swap contract, are recoverable through rates based
on an order from the KPSC, LG&E’s unrealized gains and losses are recorded as a regulatory asset or liability until they are realized as interest
expense. Interest expense from existing swaps is realized and recovered over the terms of the associated debt, which matures through
2033. Amortization of the gainlloss related to the terminated swap contract is recovered through 2035, as approved by the KPSC.

(LICE and LG&E)

In the third quarter of 2010, LG&E recorded a pre-tax gain to reverse previously recorded losses of $21 million and $9 million to reflect the
reclassification of its ineffective swaps and terminated swap to regulatory assets based on an order from the KPSC in the 2010 rate case whereby
the cost of LG&E’s terminated swap was allowed to be recovered in base rates. Previously, gains and losses on interest rate swaps designated as
effective cash flow hedges were recorded within OCI and conunon equity. The gains and losses on the ineffective portion of interest rate swaps
designated as cash flow hedges were recorded to earnings monthly, as was the entire change in the market value of the ineffective swaps.
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(PPL, LKE, LG&E and KU)

Tn November 2012, LG&E and KU entered into forward-starting interest rate swaps with PPL that hedge the interest payments on new debt that is
expected to be issued in 2013. These hedging instruments have terms identical to forward-starting swaps entered into by PPL with third

(‘“rties. LG&E and KU believe that realized gains and losses from the swaps are probable of recoveiy through regulated rates; as such, the fair
ulue of these derivatives have been reclassified from AOCI to regulatory assets or liabilities. The gains and losses will be recognized in Interest

Expense on the Statements of Income over the life of the underlying debt. See Note 19 for additional information related to the forward-starting
interest rate swaps.

AROs

As discussed in Note 1, the accretion and depreciation related to LG&E’s and KU’s AROs are offset with a regulatory credit on the income
statement, such that there is no earnings impact. When an asset with an ARO is retired, the related ARO regulatory asset created by the regulatory
credit is offset against the associated regulatory liability, PP&E and ARO liability.

Power Purchase Agreement - OVEC

As a result of purchase accounting associated with PPL’s acquisition of LKE, the fair values of the OVEC power purchase agreement were
recorded on the balance sheets of LKE, LG&E and KU with offsets to regulatory liabilities. The regulatory liabilities are being amortized using
the units-of-production method until March 2026, the expiration date of the agreement at the date of the acquisition.

Regulatory Liability associated with Net Deferred Tax Assets

LG&E’s and KU’s regulatory liabilities associated with net deferred tax assets represent the future revenue impact from the reversal of deferred
income taxes required primarily for unamortized investment tax credits. These regulatory liabilities are recognized when the offsetting deferred
tax assets are recognized. For general-purpose fmancial reporting, these regulatory liabilities and the deferred tax assets are not offset; rather,
each is displayed separately.

Regulatory Matters

Kentucky Activities

(PPL, LKE, LG&E and KU)

rite Case Proceedings

Tn June 2012, LG&E and KU filed requests with the KPSC for increases in annual base electric rates of approximately $62 million at LG&E and
approximately $82 million at KU and an increase in annual base gas rates of approximately $17 million at LG&E. In November 2012, LG&E and
KU along with all of the parties filed a unanimous settlement agreement. Among other things, the settlement provided for increases in annual
base electric rates of $34 million at LG&E and $51 million at KU and an increase in annual base gas rates of $15 million at LG&E. The
settlement agreement also included revised depreciation rates that result in reduced annual electric depreciation expense of approximately $9
million for LG&E and approximately $10 million for KU. The settlement agreement included an authorized return on equity at LG&E and KU of
10.25%. On December 20, 2012, the KPSC issued orders approving the provisions in the settlement agreement. The new rates became effective
on January 1,2013. In addition to the increased base rates, the KPSC approved a gas line tracker mechanism for LG&E to provide for recovery of
costs associated with LG&E’s gas main replacement program, gas service lines and risers.

independent Transmission Operators

In September 2012, LG&E and KU completed the transition of their independent transmission operator contractual arrangements from Southwest
Power Pool, Inc. to TranServ International, Inc. This change had previously received approvals of the FERC and the KPSC.
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(PFL, LKE and LG&E)

CfCN filing

October 2012, LG&E filed an application with the KPSC to construct a new wet scrubber to serve Unit 3 at the Mill Creek Generating
,j ation. The application partially modifies the existing authority granted by the KPSC in 2011, which authorized LG&E to build two new
scrubbers to serve Mill Creek Units 1 and 2 and another to serve Mill Creek Unit 4. Additionally, authority was granted allowing the Mill Creek
Unit 3 to be served by the existing Unit 4 scrubber. The CPCN sought approval to construct a new wet scrubber on Mill Creek Unit 3 instead of
utilizing the Unit 4 scrubber. In February 2013, LG&E received the requested KPSC approval to construct a new wet scrubber to serve Unit 3 at
the Mill Creek Generating Station.

Storm Costs

In August 2011, a strong storm hit LG&E’s service area causing significant damage and widespread outages for approximately 139,000
customers. LG&E filed an application with the KPSC in September 2011, requesting approval of a regulatory asset recorded to defer, for future
recovery, $8 million in incremental operation and maintenance expenses related to the storm restoration. An order was received in December
2011 granting the request. On December 20, 2012, the KISC in the approval of the unanimous rate case settlement agreement, authorized
regulatory asset recovery effective January 1,2013, over a five year period.

Pennsylvania Activities (FFL and FFL Electric)

Rate Case Froceeding

In March 2012, PPL Electric filed a request with the PUC to increase distribution rates by approximately $105 million, effective January 1,
2013. In its December 28, 2012 fmal order, the PUC approved a 10.4% return on equity and a total distribution revenue increase of about $71
million. The approved rates became effective January 1, 2013.

Also, in its December 28, 2012 fmal order, the PUC directed PPL Electric to file a proposed Storm Damage Expense Rider within 90 days
following the order. PPL Electric plans to file a proposed Storm Damage Expense Rider with the PUC and, as part of that filing, request recovery
of the $28 million of qualifying storm costs incurred as a result of the October 2012 landfall of Hurricane Sandy. See “Storm Costs’ below for
additional infommtion regarding Hurricane Sandy.

ACT 129

()ct 129 requires Pennsylvania Electric Distribution Companies (EDC5) to meet specified goals for reduction in customer electricity usage and
‘j,eak demand by specified dates. EDCs not meeting the requirements of Act 129 are exposed to significant penalties.

Under Act 129, EDCs must 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 reduce overall electricity consumption by 1.0% by May
2011 and, by May 2013, reduce overall electricity consumption by 3.0% and reduce peak demand by 4.5%. The peak demand reduction must
occur for the 100 hours of highest demand, which is determined by actual demand reduction during the June 2012 through September 2012
period. EDCs will be able to recover the costs (capped at 2.0% of the EDC’s 2006 revenue) of implementing their EE&C Plans, in October 2009,
the PUC approved PPL Electric’s EE&C Plan, and in March 2012 confirmed that PPL Electric met the 2011 requirement. PPL Electric will
determine if it met the peak demand reduction target and the May 2013 energy reduction target after it completes the fmal program evaluation on
November 5, 2013.

Act 129 requires the PUC to evaluate the costs and benefits of the EE&C program by November 30, 2013 and adopt additional reductions if the
benefits of the program exceed the costs. hi August 2012, after receiving input from stakeholders, the PUC issued a Final Implementation Order
establishing a three-year Phase II program, ending May 31, 2016, with individual consumption reduction targets for each EDC. PPL Electric’s
reduction target is 2.1%. The PUC did not establish demand reduction targets for the Phase 11 program. PPL Electric filed its Phase II EE&C
Plan with the PUC on November 15, 2012 and the PUC is expected to issue its decision in March 2013. Act 129 also requires the Default Service
Provider (DSP) to provide electric generation supply service to customers pursuant to a PUC-approved default service 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 (4 to 20
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years), with long-term contracts limited to 25% of load unless otherwise approved by the PUC. The DSP will be able to recover the costs
associated with a competitive procurement plan.

The PUC has approved PPL Electric’s procurement plan for the period January 1, 2011 through May 31, 2013, and PPL Electric concluded all
(“)mpetitive solicitations to procure power for its PLR obligations under that plan.

The PUC has directed all EDCs to file default service procurement plans for the period June 1,2013 through May 31, 2015. PPL Electric filed its
plan in May 2012. Tn that plan, PPL Electric proposed a process to obtain supply for its default service customers and a number of initiatives
designed to encourage more customers to purchase electricity from the competitive retail market. In its January 24, 2013 final order, the PUC
approved PPL Electric’s plan with modifications and directed PPL Electric to establish collaborative processes to address several retail
competition issues.

Smart Meter Rider

Act 129 also requires installation of smart meters for new construction, upon the request of consumers and 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. PPL Electric’s current advanced metering technology generally satisfies
the requirements of Act 129 and does not need to be replaced. lii 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 its Section 1307(e) cost recovery mechanism, the Smart Meter
Rider (STvIR) to recover these costs beginning January 1, 2011. In December 2010, the PUC approved PPL Electric’s SMR which reflects the
costs of its smart meter program plus a return on its Smart Meter investments. The SMR, which became effective January 1, 2011, contains a
reconciliation mechanism whereby any over- or under-recovery from customers is either refunded to or collected from customers in the
subsequent year. In August 2011, PPL Electric filed with the PUC an annual report describing the actions it was taking under its Smart Meter
plan in 2011 and its planned actions for 2012. PPL Electric also submitted revised SMR charges which became effective January 1, 2012. In
August 2012, PPL Electric filed with the PUC an annual report describing the actions it was taking under its Smart Meter plan in 2012 and its
planned actions for 2013. PPL Electric also submitted revised SMR charges which became effective January 1, 2013.

PUC Investigation ofRetail Electricity Market

In April 2011, the PUC opened an investigation of Pennsylvania’s retail electricity market to be conducted in two phases. Phase one addressed the
status of the existing retail market and explored potential changes. Questions issued by the PUC for this phase of the investigation focused(“imarily on default service issues. Phase two was initiated in July 2011 to develop specific proposals for changes to the retail market and default
,rvice model. In December 2011, the PUC issued a fmal order providing guidance to EDCs on the design of their next default service

“procurement plan filings. In December 2011, the PUC also issued a tentative order proposing an intermediate work plan to address issues raised
in the investigation. In March 2012, the PUC entered a final order on the intermediate work plan, issued three possible models for the default
service “end state” and held a hearing regarding those three models. In September 2012, the PUC issued a Secretarial Letter setting forth an “RIvil
End State Proposal” for discussion. The PUC issued a tentative implementation order in early November 2012, following which parties had 30
days to provide comment. PPL Electric andPPL EnergyPlus filed joint comments. A fmal iiiiplernentation order was issued on february 15,
2013. Although the fmal implementation order contains provisions that will require numerous modifications to PPL Electric’s current default
service model for retail customers, those modifications are not expected to have a material adverse effect on PPL Electric’s results of operations.

Legislation - Regulatory Procedures and Mechanisms

Act 11 authorizes the PUC to approve two specific raternaking mechanisms - the use of a fully projected future test year in base rate proceedings
and, subject to certain conditions, the use of a DSIC. Such alternative ratemaking procedures and mechanisms provide opportunity for accelerated
cost-recovery and, therefore, are important to PPL Electric as it begins a period of significant capital investment to maintain and enhance the
reliability of its delivery system, including the replacement of aging distribution assets. In August 2012, the PUC issued a Final Implementation
Order adopting procedures, guidelines and a model tariff for the implementation of Act 11. Act 11 requires utilities to file an LTIIP as a
prerequisite to filing for recovery through the DSIC. The LTIIP is mandated to be a five- to ten-year plan describing projects eligible for inclusion
in the DSIC. In September 2012, PPL Electric filed its LTIIP describing projects eligible for inclusion in the DSIC. The PUC approved the LTIW
on January 10, 2013 and PPL Electric filed a petition requesting permission to establish a DSIC on January 15, 2013, with rates proposed to be
effective beginning May 1, 2013.
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Storm Costs

During 2012, PPL Electric experienced several PUC-reportable storms, including Hurricane Sandy, resulting in total restoration costs of $81
illion, of which $61 million were initially recorded in “Other operation and maintenance” on the Statement of Income. In particular, in late
tober 2012, PPL Electric experienced widespread significant damage to its distribution network from Hurricane Sandy resulting in total

estoration costs of $66 million, of which $50 million were initially recorded in “Other operation and maintenance” on the Statement of
Income. Although PPL Electric had storm insurance coverage, the costs incurred from Hurricane Sandy exceeded the policy limits. Probable
insurance recoveries recorded during 2012 were $18.25 million, of which $14 million were included in “Other operation and maintenance” on the
Statement of Income. PPL Electric recorded a regulatory asset of $28 million in December 2012 (offset to “Other operation and maintenance” on
the Statement of Income). In February 2013, PPL Electric received an order from the PUC granting permission to defer qualif’ing storm costs in
excess of insurance recoveries associated with Hurricane Sandy. See “Rate Case Proceeding” above for information regarding PPL Electric’s plan
to file a proposed Storm Damage Expense Rider with the PUC.

PPL Electric experienced several PUC-reportable storms during 2011 including Hurricane Irene and a late October snow storm. Total restoration
costs were $84 million, of which $54 million were initially recorded in “Other operation and maintenance” on the Statement of Income. Although
PPL Electric had storm insurance coverage with a PPL affiliate, the costs associated with the unusually high number of PUC-reportable storms
exceeded policy limits. Probable insurance recoveries recorded during 2011 were $26.5 million, of which $16 million were included in “Other
operation and maintenance” on the Statements of Income. In December 2011, PPL Electric received orders from the PUC granting permission to
defer qualifying stonn costs in excess of insurance recoveries associated with Hurricane Irene and a late October 2011 snowstorm. PPL Electric
recorded a regulatory asset of $25 million in December 2011 (offset to “Other operation and maintenance” on the Statement of Income). The PUC
granted PPL Electric’s recovery of the 2011 storm costs in its fmal order in the 2012 rate case. Recovery began in January 2013 and will continue
over a five year period.

Federal Matters

FERC Formula Rates (PPL and PPL Electric)

Transmission rates are regulated by the FERC. PPL Electric’s transmission revenues are billed in accordance with a FERC-approved PJM open
access transmission tariff that utilizes a forumla-based rate recovery mechanism.

PPL Electric has initiated its formula rate 2012, 2011 and 2010 Annual Updates. Each update has been subsequently challenged by a group of
municipal customers, which challenges have been opposed by PPL Electric. In August 2011, the FERC issued an order substantially rejecting the
2010 formal challenge and the municipal customers filed a request for rehearing of that order. In September 2012, the FERC issued an order
‘trting for evidentiaiy hearings and settlement judge procedures a number of issues raised in the 2010 and 2011 formal challenges. Settlement
nferences were held in late 2012 and early 2013. In February 20J3, the FERC set for evidentiary hearings and settlement judge procedures a

number of issues in the 2012 formal challenge and consolidated that challenge with the 2010 and 2011 challenges. PPL Electric anticipates that
there will be additional settlement conferences held in 2013. PPL and PPL Electric cannot predict the outcome of the foregoing proceedings,
which remain pending before the FERC.

In March 2012, PPL Electric filed a request with the FERC seeking recovery of its regulatory asset related to the deferred state tax liability that
existed at the time of the transition from the flow-through treatment of state income taxes to full normalization. This change in tax treatment
occurred in 2008 as a result of prior FERC initiatives that transferred regulatory jurisdiction of certain transmission assets from the PUC to
FERC. At December 31, 2012 and 2011, $52 million and $53 million respectively, are classified as taxes recoverable through future rates and
included on the Balance Sheets in “Other Noncurrent Assets - Regulatoiy assets.” In May 2012, the FERC issued an order approving PPL
Electric’s request to recover the deferred tax regulatory asset over a 34-year period beginning June 1, 2012.

U.K. Activities (PPL)

Ofgenz Review ofLine Loss Calculation

WPD had a $94 million liability recorded at December 31, 2012, compared with $170 million at December 31, 2011, related to the close-out of
line losses for the prior price control period, DPCR4. Ofgem is currently consulting on the methodology to be used by all network operators to
calculate the fmal line loss incentive/penalty for the DPCR4. In October 2011, Ofgem issued a consultation paper citing two potential changes to
the methodology, both of which would result in a reduction of the liability. In March 2012, Ofgem issued a decision regarding the preferred
methodology. In July 2012, Ofgem issued a
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consultation paper regarding certain aspects of the preferred methodology as it relates to the DPCR4 line loss incentive/penalty and a proposal to
delay the target date for making a fmal decision until April 2013. In October 2012, a license modification was issued to allow Ofgem to publish
the fmal decisions on these matters by April 2013. Tn November 2012, Ofgem issued an additional consultation on the fmal DPCR4 line loss
close-out that published values for each DNO and further indicated the preferred methodology that would replace the methodology under WPD’s

enses. Based on applying the preferred methodology for DPCR4, the liability was reduced by $79 million, with a credit recorded in “Utility” on
Ae Statement of Income, to reflect what WPD expects to be the fmal close-out settlement under Ofgem’s preferred methodology. This
consultation also confirmed the fmal decisions will be published by April 2013. In february 2013, Ofgem issued additional consultation
proposing to delay the April 2013 decision date. PPL cannot predict when this matter will be resolved.

Ofgem also stated in the November 2012 consultation that the line loss incentive implemented at the last rate review will be withdrawn and no
incentive will apply for the DPCR5 period. That decision resulted in the elimination of the DPCR5 liability of $11 million, with a credit recorded
in “Utility” on the Statement of Income.

European Market Infrastructure Regulation

Regulation No. 648/2012 of the European Parliament and of the Council, commonly referred to as the European Market Infrastructure Regulation
(EMIR), entered into force on August 16, 2012 and the European Commission adopted most of the Regulatory Technical Standards without
modification in December 2012. The EIvffl:& establishes certain transaction clearing and other recordkeeping requirements for parties to over-the-
counter derivatives transactions. Included in the derivative transactions that are subject to EMIR are certain interest rate and currency derivative
contracts utilized by WPD. Generally, WPD is expected to qualify under the EIvUR as a non-fmancial counterparty to the transactions in which it
engages and further to qualify for certain exemptions that will relieve WPD from the mandatory clearing obligations imposed by the
EIvUR. Although the EIvIJR will potentially impose significant additional recordkeeping requirements on WPD, the effect of the EJVIIR is not
currently expected to have a significant adverse impact on WPD’s fmancial condition or results of operation.

7. Financing Activities

Credit Arrangements and Short-term Debt

(I’PL, PPL Energy Supply, PFL Electric, LKE, LG&E and KU)

The Registrants maintain credit facilities to enhance liquidity, provide credit support, and provide a backstop to commercial paper programs. For
reporting purposes, on a consolidated basis, the credit facilities of PPL Energy Supply, PPL Electric, LG&E and KU also apply to PPL and the
credit facilities of LG&E and KU also apply to LIKE. The following credit facilities were in place at:

December 31, 2012 December 31, 2011
Letters of Letters of

Credit Issued Credit Issued
and and

Commercial Commercial
Expiration Borrowed Paper Unused Borrowed Paper

Date Capacity (a) Backup Capacity (a) Backup
PPL

WPD Credit Facilities
PPL WW Syndicated

Credit Facility (b) (c) (f) Jan. 2013 £ 150 £ 106 n/a £ 44 £ 111 n/a
WPD (South West)

Syndicated Credit Facility (c) (f) Jan. 2017 245 n/a 245 n/a
WPD (East Midlands)

Syndicated Credit facility (c) (d) (f) Apr. 2016 300 300 £ 70
WPD (West Midlands)

Syndicated Credit Facility (c) (d) (1) Apr. 2016 300 300 71
Uncommitted Credit Facilities 84

________________

£ 4 80

________________

3
Total WPD Credit Facilities (e) £ 1,079 £ 106 £ 4 £ 969 £ 111 £ 144

PPL Energy Supply
Syndicated Credit Facility (f) (g) (Ii) Nov. 2017 $ 3,000 $ 499 $ 2,501 $ 541
Letter of Credit Facility (k) Mar. 2013 200 n/s 132 68 n/a $9
Uncommitted Credit Facilities (ls) 200 n/a 40 160 n/s n/a

Total PPL Energy Supply
Credit Facilities $ 3,400 $ 671 $ 2,729 $ 630
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December 31, 2012 December 31, 2011
Letters of Letters of

Credit Issued Credit Issued
and and

Commercial Commercial
Expiration Borrowed Paper Unuaed Borrowed Paper

Date Capacity (a) Backup Capacity (a) Backup
PPL Electric

Syndicated Credit Facility (I) (b) Oct. 2017 $ 300 $ I $ 299 $
Asset-backed Credit Facility (i) Sept 2013 100

______________

n/a 100

______________

n’a

Total ?PL Electric Credit Facilities $ 400 S 1 $ 399 $

LG&E
Syndicated Credit Facility (f) (Ii) Nov. 2017 $ 500 55 $ 445

KU
Syndicated Credit Facility (I) (h) Nov. 2017 $ 400 S 70 $ 330
Letter of Credit Facility (0(h) 0) Apr. 2014 198

_______________

198

_______________

n/a $ t98
Total KU Credit Facilities $ 598 $ 268 $ 330 $ t98

(a) Amounts borrowed are recorded as “Short-term debt” on the Balance Sheets.
(b) In December 2012, die PPL WW credit facility was subsequently replaced with a credit facility expiring in December 2016 and the capacity was increased to £210 million.
(c) The facilities contain fmancisi covenants dsat require die company to maintain an interest coverage ratio of not less dsan 3.0 thnes consolidated earnings before income taxes,

depreciation and amortization and total net debt not in excess of 85% of its L4V, calculated in accordance with Use credit facility.
(d) Under these facilities, WPD (East I’vtidiands) and WPD (West Midlands) each have the ability to reqnest the lenders to issue up to £80 million of letters of credit in lieu of

borrowing.
(e) The total asnounts borrowed at December 3 t, 2012 and 2011 were USD-denominated borrowings of $171 million and $178 million, which equated to £106 million and £111

million at the time of die borrowings. The interest rates at December 31, 2012 and 2011 were 0.8452% and 1.05%. At December 31, 2012, the unused capacity of WPD’s
credit facilities was approximately $1.6 billion.

(1) Each company pays customary fees under its respective facility and borrowings generally bear interest at LffiOR-bssed rates plus an applicable margin.
(g) In October 2010, PPL Energy Supply borrowed $3.2 billion under this facility in order to enable a subsidiary to make loans to certain affiliates to provide interhn fmancing of

amounts required by PPL to partially ftmd PPL’s acquisition of LKE. Such borrowing bore interest at 2.26% and was refmanced primarily through die issuance of long-tenn
debt by LK..E, LG&E and KU and die use of internal fimds. This borrowing and related psyinents were included ir”Net increase (decrease) in short-tenn debt” on die
Statement of Cash Flows.

PPL Energy Supply incurred an aggregate of $41 million of fees in 2010 in connection with establishing this facility. Such fees were initially deferred and amortized through
December 2014. In connection wids the reduction in die capacity from $4 billion to $3 billion in December 2010, PPL Energy Supply wrote off $10 million, $6 million after
tax, of deferred fees, which was reflected ir”Intereit Expense” in die Statement of income.
The facilities contain a fmanciat covenant requiring debt to total capitalization not to exceed 65% for PPL Energy Supply and 70% for PPL Electric, LG&E and KU, as
calculated in accordance with die facilities and oilier customary covenants. Additionally, as it relates so the syndicated credit facilities and ssmbjecm to certain conditions, PPL
Energy Supply may request diat its facility’s capacity be increased by up to $500 million and PPL Etecinc and KU each may request up to a $100 million increase in its
facility’s’ capacity.

(i) PPL Electric panicipatee in an asset-backed counnercial paper program dwougli which PPL Electric obtains financing by selling and contributing its eligible accosmts
receivable and umbitted revenue to a special purpose, wholly owned subsidiary on an ongoing basis. The subsidiary has ptedged dieee assets to secure loans from a
commercial paper conduit sponsored by a fmancisl institution.

AtDeceinber 31, 2012 and December 31, 2011. $238 million and $251 million of accounts receivable and $106 million and $98 million of unbilled revenue were pledged by
die subsidiary under die credit agreement related to PPL Electric’s and the subsidiary’s panicipation in die asset-backed comarnercial paper program. Based on the acrosnits
receivable and unbilled revenue pledged at December 31, 2012, die amount available for borrowing under the facility was $100 million. PPL Electric’s sale to its subsidiary of
die 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 consolidated in PPL Electric’s fmancial statements. PPL Electric perfouns certain record-keeping and cash collection functions
with respect to tIme assets in return for a servicing fee from die ssmbeidiamy.

(j) KU’s letter of credit facility agreement allows for certain payments under the letter of credit facility to be converted to loans rather dian requiring iunnediste payment.
(k) In Febnmamy 2013, PPL Energy Supply extended die expiration date of die agreement to March 2014 and, effective April 2013, the capacity will be reduced to $150 million.

(PPL and PPL Energp’ 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
December 31, 2012, PPL Energy Supply has not requested any capacity for the issuance of letters of credit under this arrangement.
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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
Brmmer Island. PPL Montoux and PPL Brurmer Island have granted liens on their respective generating facilities to secure any amount they may

e under their guarantees, which had an aggregate canying value of $2.7 billion at December 31, 2012. The facility expires in November 2017,
is subject to automatic one-year renewals under certain conditions. There were no secured obligations outstanding under this facility at

December 31, 2012.

In April 2012, PPL Energy Supply increased the capacity of its commercial paper program from $500 million to $750 million to provide an
additional fmancing source to fund its short-term liquidity needs, if and when necessary. Commercial paper issuances are supported by PPL
Energy Supply’s Syndicated Credit Facility. At December 31, 2012 and 2011, PPL Energy Supply had $356 million and $400 million of
commercial paper outstanding, included in “Short-term debt on the Balance Sheet, at weighted-average interest rates of 0.50% and 0.53%.

(PPL and PPL Electric)

In May 2012, PPL Electric increased the capacity of its commercial paper program from $200 million to $300 million to provide an additional
fmancing source to fund its short-term liquidity needs, if and when necessary. Commercial paper issuances are supported by PPL Electric’s
Syndicated Credit Facility. PPL Electric had no commercial paper outstanding at December 31, 2012.

(PPL, LICE, LG&E and KU)

Tn February 2012, LG&E and KU each established a commercial paper program for up to $250 million to provide an additional fmancing source
to fund their short-term liquidity needs. Commercial paper issuances are supported by LG&E’s and KU’s Syndicated Credit Facilities. At
December 31, 2012, LG&E had $55 million of commercial paper outstanding at a weighted-average interest rate of 0.42% and KU had $70
million of commercial paper outstanding at a weighted-average interest rate of 0.42%, included in “Short-term debt” on the Balance Sheet.

(PPL Energy Supply, LICE, LG&E and KU)

See Note 16 for discussion of intercompany borrowings.

2011 Bridge facility (PPL)

In March 2011, concurrently and in connection with entering into the agreement to acquire WPD Midlands, PPL Capital Funding and PPL WEM,(borrowers, and PPL, as guarantor, entered into a 364-day unsecured £3.6 billion bridge facility to (i) fund the acquisition and (ii) pay certain
}es and expenses in connection with the acquisition. During 2011, PPL incurred $44 million of fees in connection with establishing the 2011

Bridge Facility, which is reflected in “Interest Expense” on the Statement of Income. On April 1,2011, concurrent with the closing of the WPD
Midlands acquisition, PPL Capital funding borrowed an aggregate of £1.75 billion and PPL WEM borrowed £1.85 billion under the 2011 Bridge
Facility. Borrowings bore interest at approximately 2.62%, determined by one-month LIBOR rates plus a spread, based on PPL Capital Funding’s
senior unsecured debt rating and the length of time from the date of the acquisition closing that borrowings were outstanding. See Note 10 for
additional information on the acquisition.

In accordance with the terms of the 2011 Bridge Facility, PPL Capital Funding’s borrowings of1.75 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. In April 2011, PPL WEM repaid £650
million of its 2011 Bridge Facility borrowing. Such repayment was funded primarily with proceeds received from PPL WEM’s issuance of senior
notes. In May 2011, PPL WEM repaid the remaining £1.2 billion of borrowings then-outstanding under the 2011 Bridge Facility, primarily with
the proceeds from senior notes issued by WPD (East Midlands) and WPD (West Midlands).

In anticipation of the repayment of a portion of the borrowings under the 2011 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 U.S. dollar-denominated 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 19 for
additional information.
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Long-term Debt (PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

Weighted-Average December 31,
Rate Maturities 2012 2011

pSenior Unsecured Notes (a) 4.66% 2013-2038 S 4,506 $ 3,805
Senior Secured Notes/First Mortgage Bonds (b) (c) (d) (e) 4.19% 2013 -2041 5,587 5,111
Junior SubordinatedNotes 4.89% 2018- 2067 2,608 2,608
Other 6.95% 2014-2020 15 15

Total U.S. Long-term Debt 12,716 11,539

U-Ic
Senior Unsecured Notes (f) 5.71% 2016- 2040 6,111 5,862
Index-linked Senior Unsecured Noles (g) 1.85% 2043 - 2056 608 581

Total U.K. Long-term Debt (Ii) 6,719 6,443
Total Long-term Debt Before Adjustments 19,435 17,982

Fair market value adjustments 78 65
Unamortized premñun and (discount), net (37) (54)

Total Long-term Debt 19,476 17,993
Less ctsnent portion of Long-tenn Debt 751

_______________

Total Long-tents Debt, noncurrent $ 18,725 $ 17,993

PPL Energy Supply
Senior Unsecured Notes (a) 5.50% 2013-2038 $ 2,581 S 2,581
Senior Secured Notes b) 8.3 1% 2013 -2025 663 437
Other 6.00% 2020 5 5

Total Long-term Debt Before Adjustments 3,249 3,023

Fair market value adjustments 22
Unamortized premium and (discount), net 1 1

Total Long-term Debt 3,272 3,024
Less current portion of Long-term Debt 751

Total Long-tents Debt, noncurrent S 2,521 S 3,024

PPL Electric
Senior Secured Notes/First Mortgage Bonds (c) (d) 4.60% 2015 - 2041 $ 1,964 $ 1,714

N.Other 7.38% 2014 10 10
Total Long-term Debt Before Adjustments 1,974 1,724

Unamortized discount (7) (6)

Total Long-term Debt $ 1,967 $ 1,718

LICE
Senior Unsecured Notes 3.31% 2015-2021 $ 1,125 $ 1,125
Senior Secured Notes/First Mortgage Bonds (c) (e) 3.00% 2015 -2040 2,960 2,960

Total Long-tenn Debt Before Adjustments 4,085 4,085

Fair market value ad] usttnents 7 7
Unamortized discount (17) (19)

Total Long-term Debt $ 4,075 $ 4,073

LG&E
Senior Secured Notes/First Mortgage Bonds (c) (e) 2.49% 2015 -2040 $ 1,109 $ 1,109

Total Long-term Debt Before Adjustments 1,109 1,109

Fair market value adjustments 6 6
Unamortized discount (3) (3)

TotalLong-termDebt $ 1,112 $ 1,112

KU
Senior Secured Notes/First Mortgage Bonds(c)(e) 3.30% 2015-2040 $ 1,851 $ 1,851

Total Long-term Debt Before Adjustments 1,851 1,851

Fair market value adjustments 1 1
Unamortized discount (10) (10)

Total Long-term Debt $ 1,842 $ 1,842
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(a) Includes $300 million of 5.70% REset Put Securities due 2035 (REPS). The REPS bear interest at a rate of 5.70% per annum to, but excluding, October 15, 2015
(Remarketing Date). The REPS are required to be put by exiating holdera oo the Remarketing Date either for (a) purchaae and remarketing by a deaignated remarketing dealer
or (b) repurchase by PPL Energy Supply. If the remarketing dealer elects to purchase the REPS for remarketing, it will purchaae the REPS at 100% of the principal amount,
and the REPS will bear interest on and after the Remarketing Date at a new fixed rate per annum detennined in the remarketing. PPL Energy Supply baa the right to terminate
the remarketing process. If the remarketing is terminated at the option of PPL Energy Supply or under certain othee ciecumatances, including the occurrence of an eveut of
default by PPL Energy Supply under the related indenture or a failed remarketing for certain specified reatona, PPL Energy Supply will be required to pay the remarketing
dealer a settlement amount as calcsilated in accordance with the related remarketing agreement.
includes lease financing consolidated ilirostgh a VIE. See Note 22 for additional information.
Includes PPL Electric’s senior secured and first mortgage bonds that are secured by the lien of PPL Electric’s 2001 Mortgage Indenture, which covers substantially all electric
distribution plant and certain transmission plant owned by PPL Electric. The carrying value of PPL Electric’s property, plant and equipment was approximately $4.3 billion
and $3.9 billion at December 31, 2012 and 2011.

LG&E’s first mortgage bonds are secured by the lien of the LG&E 2010 Mortgage Indenture, which creates a lien, subject to certain exceptions and exclusions, on
substantially all of LG&E’s real and tangible personal property located in Kenntcky and used or to be used in connection with Use generation, transmission and distribution of
electricity and Use storage and distribution of natural gas. The aggregate carrying value of the property subject to the hen was $2.7 billion and $2.6 billion at December 31,
2012 and December 31, 2011.

KU’s first mortgage bonds are secured by the llen of the KU 2010 Mortgage Indenture, which creates alien, subject to certain exceptions and exclusions, on substantially all of
KU’s real and tangible personal property located in Kentucky and used or to be used in connection wids the generation, transmission and distribution of electricity. The
aggregate carrying value of the property subject to the lien was $4.4 billion and $4.1 billion at December 31, 2012 and December 31, 2011.

(d) Includes PPL Electric’s series of senior secured bonds that secure its obligations to make payments with respect to each series of Pollution Control Bonds that were issued by
the LCDA and the PEDFA on behalf of PPL Electric. These senior secured bonds were issued in Use same principal amount, contain payment and redemption provisions that
correspond to and bear the same interest rate as such Pollution Control Bonds. These senior secured bonds were issued under PPL Electric’s 2001 Mortgage Indenture and are
secured as noted in (c) above. Tins amount includes $224 million dsst maybe redeemed at par beginning in 2015 and $90 million that maybe redeemed, in whole or in part,
at par beginning in October 2020 and are subject to mandatory redesnption upon determination ilsat the interest rate on the bonds would be included in the holders’ gross
income fur federal tax purposes.

(e) Includes LG&E’s and KU’s series of first mortgage bonds that were issued to the respective trustees of tax-exempt revenue bonds to secure its respective obligations to make
payments with respect to each series of bonds. The first mortgage bonds were issued in the same principal amount, contain payment and redemption provisions that
correspond to and bear the aatne interest rate as such tax-exesnpt revenue bonds. These first mortgage bonds were issued under the LG&E 2010 Mortgage Indenture and the
KU 2010 Mortgage Indsnture and are secured as noted in (c) above. The related tax-exempt revenue bonds were issued by various govemmental entities, principally counties
in Kentucky, on behalf of LG&E and KU. The related revenue bond doctunents allow LG&E and KU to convert the interest rate mode on the bonds from tisne to thne to a
cotmnercial paper rate, daily rate, weekly rate, tenn rate of at least one year or, in some cases, an auction rate or a LIEOR index rate.

At December 31, 2012, the aggregate tax-exempt revenue bonds issued on behalf of LG&E and KU that were in a term rate snode totaled $321 million for LKE, comprised of
$294 million and $27 million for LG&E and KU. At December 31, 2012, the aggregate tax-exempt rsvensme bonds issued on behalf of LG&E and KU that were ins variable
rate mode totaled $604 million for LKE, comprised of $280 million and $324 snillion for LG&E and KU.

Several series of the tax-exempt revenue bonds are insured by monoline bond insurers whose ratings were reduced dtme to exposures relating to insurance of sub-prime
mortgages. Of the bonds outstanding, $231 million are in the fonn of insured auction rate securities, wherein interest rates are reset either weekly or every 35 days via an
atmction process. Beginning in late 2007. the interest rates on these instmred bonds began to increase dsme to investor concsms about the creditworthiness of the bond
insurers. During 2008, interest rates increased, and LG&E and KU experienced failed auctions wlmrn there were insufficient bids for the bonds. When a failed auction occurs,
the interest rate is set pursuant to a formula stipulated in die indenture. As noted above, the instnsnents goveming these auction rate bonds permit LG&E and KU to convert
the bonds to other interest rate tnodes.

Certain variable rate tax-exempt revenue bonds totaling $348 million at December 31, 2012, are subject to tender for purchase by LG&E and KU at Use option of the holder
and to mnandatoty tender for purchase by LG&E and KU tipon the occurrence of certain events.

(1) Includes £225 million ($361 million at December 31, 2012) ofnotes ilsat may be redeemed, in total bnt not in part, on December 21. 2026, at the greater ofthe principal value
or a value detertstned by reference to ilte gross redemnption yield on a nominated U.K. Govermnent bond.

(g) The principal s.mnount of the notes issued by WPO (South West) and WPD (East Midlands) are adjusted based on changes ins specified index, as detailed in the tenus of die
related indentures. The adjtmstmnent to Ute principal atnotmts from 2011 to 2012 was an increase of approximstely £9 million ($14 million) resulting from inflatiots. In
addition, isis amount includes £225 million ($361 million at December 31, 2012) ofnotes issued by WPD (Souils West) that may be redeemed, in total by series, on December
1,2026, at the greater of the adjtnted principal value and a make-whole value dettnnIned by reference to Use gross real yield on a nominated U.K. govemment bond

(h) Includes £3.3 billion ($5.3 billion at December 31, 2012) of notes that may be put by die holders back to the issuer for redemption if the long-term credit ratings assigned to
the notes are withdrawn by any of tIme rating agencies (Moody’s, S&P or Fitch) or reduced to a non-investment grade rating ofBal or BB+ in connection with a restructuring
event wluchi includes die loss of, or a material adverse change to, the dissribsmsion licenses tinder wlsicls the issuer operates.

None of the outstanding debt securities noted above have sinking fund requirements. The aggregate maturities of long-term debt for the periods
2013 through 2017 and thereafter are as follows.
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PPL
Energy PPL

PPL Supply Electric LKE LG&E KU

13 $ 751 $ 751
4 328 31$ $ 10

15 1,317 317 100 $ 900 $ 250 $ 250
2016 828 36$
2017 11$ 18
Thereafter 16.093 1,477 1,864 3,185 859 1.601

Total $ 19,435 $ 3,249 $ 1,974 $ 4,085 $ 1.109 $ 1,851

Long-term Debt and Equity Securities Activities

(PPL)

In April 2012, PPL made a registered underwritten public offering of 9.9 million shares of its common stock. In conjunction with that offering,
the underwriters exercised an option to purchase 591 thousand additional shares of PPL common stock solely to cover over-allotments.

In connection with the registered public offering, PPL entered into forward sale agreements with two counterparties covering the 9.9 million
shares of PPL common stock. Settlement of these initial forward sale agreements will occur no later than April 2013. As a result of the
underwriters’ exercise of the overallotment option, PPL entered into additional forward sale agreements covering the 591 thousand additional
shares of PPL common stock. Settlement of the subsequent forward sale agreements will occur no later than July 2013. Upon any physical
settlement of any forward sale agreement, PPL will issue and deliver to the forward counterparties shares of its common stock in exchange for
cash proceeds per share equal to the forward sale price. The forward sale price will be calculated based on an initial forward price of $27.02 per
share reduced during the period the contracts are outstanding as specified in the forward sale agreements. PPL may, in certain circumstances,
elect cash settlement or net share settlement for all or a portion of its rights or obligations under the forward sale agreements.

PPL will not receive any proceeds or issue any shares of common stock until settlement of the forward sale agreements. PPL intends to use any
net proceeds that it receives upon settlement to repay short-term debt obligations and for other general corporate purposes.

The forward sale agreements are classified as equity transactions. As a result, no amounts will be recorded in the consolidated fmancial
statements until the settlement of the forward sale agreements. Prior to those settlements, the only impact to the fmancial statements will be the
inclusion of incremental shares within the calculation of diluted EPS using the treasury stock method. See Note 4 for information on the forward

agreements impact on the calculation of diluted EPS.

April 2012, WPD (East Midlands) issued £100 million aggregate principal amount of 5.25% Senior Notes due 2023. WPD (East Midlands)
received proceeds of £111 million, which equated to $178 million at the time of issuance, net of underwriting fees. The net proceeds were used
for general corporate purposes.

In June 2012, PPL Capital Funding issued $400 million of 4.20% Senior Notes due 2022. The notes may be redeemed at PPL Capital funding’s
option any time prior to maturity at make-whole redemption prices. PPL Capital Funding received proceeds of $396 million, net of a discount and
underwriting fees, which were used for general corporate purposes.

In August 2012, PPL Capital Funding redeemed at par, plus accrued interest, the $99 million outstanding principal amount of its 6.85% Senior
Notes due 2047.

In October 2012, PPL Capital Funding issued $400 million of 3.50% Senior Notes due 2022. The notes may be redeemed at PPL Capital
Funding’s option any time prior to maturity at make-whole redemption prices. PPL Capital funding received proceeds of $397 million, net of a
discount and underwriting fees, which were used to repay short-term debt obligations, including commercial paper borrowings and for general
corporate purposes.

(PPL and PPL Energy Supply)

In April 2012, an indirect, wholly oned subsidiary of PPL Energy Supply completed the fronwood Acquisition. See Note 10 for information on
the transaction and the long-term debt of PPL Ironwood, LLC assumed through consolidation as part of the acquisition.
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In february 2013, PPL Energy Supply completed an exchange offer to exchange up to all, but not less than a majority, of 8.857% Senior Secured
Bonds due 2025 of its wholly owned subsidiary, PPL Ironwood (the “fronwood Bonds”) for newly issued PPL Energy Supply Senior Notes,
Series 4.60% due 2021. A total of $167 million aggregate principal amount of outstanding fronwood Bonds was exchanged for $212 million
aggregate principal amount of PPL Energy Supply Senior Notes, Series 4.60% due 2021.

FL and PFL Electric)

See Note 3 for information regarding PPL Electric’s June 2012 redemption of all 2.5 million shares of its 6.25% Series Preference Stock, par value
$100 per share.

lii August 2012, PPL Electric issued $250 million of 2.50% First Mortgage Bonds due 2022. The notes may be redeemed at PPL Electric’s option
any time prior to maturity at make-whole redemption prices. PPL Electric received proceeds of $247 million, net of a discount and underwriting
fees. The net proceeds were used to repay short-tenn debt incurred to fund PPL Electric’s redemption of its 6.25% Series Preference Stock in June
2012 and for other general corporate purposes.

(PPL and LKE)

In June 2012, LKE completed an exchange of $250 million of 4.375% Senior Notes due 2021 issued in September 2011 in a transaction not
registered under the Securities Act of 1933, for similar securities that were issued in a transaction registered with the SEC.

(FPL)

2011 Equity Units

In April 2011, in connection with the acquisition of WPD Midlands, PPL issued 92 million shares of its common stock at a public offering price
of $25.30 per share, for a total of 52.32$ billion. Proceeds from the issuance were $2.25 8 billion, net of the $70 million underwriting
discount. PPL also issued 19.55 million 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 2011 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).

ch 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
termined 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:

• if the average VWAP equals or exceeds approximately $30.99, then 1.6133 shares (a minimum of 31,540,015 shares);
• 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 VWAP, equal to $50.00; and
• if the average VWAP is less than or equal to $25.30, then 1.9763 shares (a maximum of 38,636,665 shares).

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.
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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

,.vo tranches, such that neither tranche will have an aggregate principal amount of less than the lesser of $250 million and 50% of the aggregate
1’ ‘incipal amount of the 2019 Notes to be remarketed. One tranche will mature on or about the third anniversary of the settlement of the

.-emarketing, 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 andlor 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 theft 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 theft issuance.

In the fmancial statements, the proceeds from the sale of the 2011 Equity Units were allocated to the 2019 Notes and the 2011 Purchase Contracts,
including the obligation to make contract adjustment payments, based on the underlying fair value of each instrument at the time of issuance. As a
result, the 2019 Notes were recorded at $978 million, which approximated fair value, as long-term debt. At the time of issuance, the present value
of the contract adjustment payments of $123 million was recorded to other liabilities representing the obligation to make contract adjustment
payments, with an offsetting reduction to additional paid-in capital for the issuance of the 2011 Purchase Contracts, which approximated the fair
value of each. The liability is being accreted through interest expense over the three-year term of the 2011 Purchase Contracts. The initial
valuation of the contract adjustment payments is considered a non-cash transaction that is excluded from the Statement of Cash Flows in
2011. Costs to issue the 2011 Equity Units were primarily allocated on a relative cost basis, resutting in $25 million being recorded to “Additional
paid-in capital and $6 million being recorded to “Other noncurrent assets” on the Balance Sheet. See Note 4 for EPS considerations related to the
2011 Purchase Contracts.

2010 Equity Units

r June 2010. in connection with the acquisition of LKE. PPL issued 103.5 million shares of its common stock at a public offering price of $24.00
,èr share, for a total of $2.4$4 billion. Proceeds from the issuance were $2.409 billion, net of the $75 million underwriting discount. PPL also
issued 23 million 2010 Equity Units at a stated amount per unit of $50.00 for a total of $1.150 billion. Proceeds from the issuance were $1.1 16
billion, net of the $34 million underwriting discount.

Each 2010 Equity Unit consists 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 (2018 Notes).

Each 2010 Purchase Contract obligates the holder to purchase, and PPL to sell, for $50.00 a variable number of shares of PPL coimnon stock
determined by the average VWAP of PPLs common stock for the 20-trading day period ending on the third trading day prior to July 1, 2013,
subject to antidilution adjustments and an early settlement upon a Fundamental Change as follows:

• if the average VWAP equals or exceeds $28.80, then 1.7361 shares (a minimum of 39,930,300 shares);
• if the average VWAP is less than $28.80 but greater than $24.00, a number of shares of common stock having a value, based on the average

VWAP, equal to $50.00; and
• if the average VWAJ3 is less than or equal to $24.00, then 2.0833 shares (a maximum of 47,915,900 shares).

If holders elect to settle the 2010 Purchase Contract prior to July 1,2013, they will receive 1.7361 shares of PPL common stock, subject to
antidilution adjustments and an early settlement upon a fundamental Change.
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A holder’s ownership interest in the 2018 Notes is pledged to PPL to secure the holder’s obligation under the related 2010 Purchase Contract. If a
holder of a 2010 Purchase Contract chooses at any time to no longer be a holder of the 2018 Notes, such holder’s obligation under the 2010
Purchase Contract must be secured by a U.S. Treasury security.

cli 2010 Purchase Contract also requires PPL to make quarterly contract adjustment payments at a rate of 4.875% per year on the $50.00 stated
ount of the 2010 Equity Unit. PPL has the option to defer these contract adjustment payments until the 2010 Purchase Contract settlement

date. Deferred contract adjustment payments will accrue additional contract adjustment payments at the rate of 9.5% 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 2018 Notes are fully and unconditionally guaranteed by PPL as to payment of principal and interest. The 2018 Notes initially bear interest at
4.625% and are not subject to redemption prior to July 2015. Beginning July 2015, PPL Capital Funding may, at its option, redeem the 2018
Notes, in whole but not in part, at any time, at par plus accrued and unpaid interest. The 2018 Notes are expected to be remarketed in 2013 in two
trenches, such that neither tranche will have an aggregate principal amount of less than the lesser of $300 million and 50% of the aggregate
principal amount of the 2018 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. The 2018 Notes will be remarketed as
subordinated, unsecured obligations of PPL Capital Funding, as PPL Capital Funding notified the trustee in September 2010 of its irrevocable
election to maintain the subordination provisions of the notes and related guarantees in a remarketing. Upon a successful remarketing, the interest
rate on the 2018 Notes may be reset and the maturity of the trenches 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 2018 Notes will have the right to put their notes to PPL Capital
Funding on July 1, 2013 for an amount equal to the principal amount plus accrued interest.

Prior to July 2013, PPL Capital Funding may elect at one or more times to defer interest payments on the 201$ Notes for one or more consecutive
interest periods until the earlier of the third amiiversasv of the interest payment due date and July 2015. Deferred interest payments will accrue
additional interest at a rate equal to the interest rate then applicable to the 2018 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 2018 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 201$ Notes as of the date of their issuance.

In the fmancial statements, the proceeds from the sale of the 2010 Equity Units were allocated to the 201$ Notes and the 2010 Purchase Contracts,

Cucluding the obligation to make contract adjustment payments, based on the underlying fair value of each instrument at the time of issuance. As a
)sult, the 201$ Notes were recorded at $1.150 billion, which approximated fair value, as long-term debt. At the time of issuance, the present

‘alue of the contract adjustment payments of$l57 million was recorded to other liabilities, representing the obligation to make contract
adjustment payments, with an offsetting reduction to additional paid-in capital for the issuance of the 2010 Purchase Contracts, which
approximated the fair value of each. The liability is being accreted through interest expense over the three-year term of the 2010 Purchase
Contracts. The initial valuation of the contract adjustment payments is considered a non-cash transaction that was excluded from the Statement of
Cash Flows in 2010. Costs to issue the 2010 Equity Units were primarily allocated on a relative cost basis, resulting in $29 million being recorded
to “Additional paid-in capital” and $7 million being recorded to “Other noncurrent assets” on the Balance Sheet. See Note 4 for EPS
considerations related to the 2010 Purchase Contracts.

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

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, nor are its subsidiaries liable for the debts of one another. Accordingly, creditors of PPL’s subsidiaries
may not satisfy their debts from the assets of PPL or its other subsidiaries absent a specific contractual undertaking by PPL or its other subsidiaries
to pay the creditors or as required by applicable law or regulation.
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Similarly, the subsidiaries of PPL Energy Supply, PPL Electric and LIKE are each separate legal entities. These subsidiaries are not liable for the
debts of PPL Energy Supply, PPL Electric and LKE. Accordingly, creditors of PPL Energy Supply, PPL Electric and LIKE may not satisi’ their
debts from the assets of theft subsidiaries absent a specific contractual undertaking by a subsidiary to pay the creditors or as required by applicable
aw or regulation. Similarly, absent a specific contractual undertaking or as required by applicable law or regulation, PPL Energy Supply, PPL

ectric and LIKE are not liable for the debts of theft subsidiaries, nor are theft subsidiaries liable for the debts of one another. Accordingly,
.,feditors of these subsidiaries may not satis’ their debts from the assets of PPL Energy Supply, PPL Electric and LIKE (or their other subsidiaries)
absent a specific contractual undertaking by that parent or other subsidiary to pay such creditors or as required by applicable law or regulation.

Distributions, Capital Contributions and Related Restrictions

(PPL)

In November 2012, PPL declared its quarterly common stock dividend, payable January 2, 2013, at 36.0 cents per share (equivalent to $1.44 per
annum). In February 2013, PPL declared its quarterly common stock dividend, payable April 1, 2013, at 36.75 cents per share (equivalent to
$1.47 per annum). Future dividends, declared at the discretion of the Board of Directors, will depend upon future earnings, cash flows, fmancial
and legal requirements and other factors.

Neither PPL Capital Funding nor PPL may declare or pay any cash dividend or distribution on its capital stock during any period in which PPL
Capital Funding defers interest payments on its 2007 Series A Junior Subordinated Notes due 2067. Subject to certain exceptions, PPL may not
declare or pay any dividend or distribution on its capital stock until any deferred interest payments on its 4.625% Junior Subordinated Notes due
2018 and its 4.32% Junior Subordinated Notes due 2019 have been paid and deferred contract adjustment payments on PPLs Purchase Contracts
have been paid. At December 31, 2012, no payments were deferred on any series ofjunior subordinated notes or the Purchase Contracts.

(PPL, FFL Electric, LKE, LG&E and KU)

PPL relies on dividends or loans from its subsidiaries to fund PPL’s dividends to its common shareholders. The net assets of certain PPL
subsidiaries are subject to legal restrictions. LIKE primarily relies on dividends from its subsidiaries to fund its dividends to PPL. LG&E, KU and
PPL Electric are subject to Section 305(a) of the Federal Power Act, which makes it unlawful for a public utility to make or pay a dividend from
any funds “properly included in capital account.” The meaning of this limitation has never been clarified under the Federal Power Act. LG&E,
KU and PPL Electric believe, however, that this statutory restriction, as applied to their circumstances, would not be construed or applied by the
FERC to prohibit the payment from retained earnings of dividends that are not excessive and are for lawful and legitimate business purposes. In
February 2012, LG&E and KU petitioned the FERC requesting authorization to pay dividends in the future based on retained earnings balances
calculated without giving effect to the impact of purchase accounting adjustments for the acquisition of LKE by PPL. In May 2012, FERC
‘proved the petitions with the further condition that each utility may not pay dividends if such payment would cause its adjusted equity ratio to
,lll below 30% of total capitalization. Accordingly, at December 31, 2012, net assets of $2.3 billion ($893 million for LG&E and $1.4 billion for

KU) were restricted for purposes of paying dividends to LKE, and net assets of $2.3 billion ($917 million for LG&E and $1.4 billion for KU)
were available for payment of dividends to LKE. LG&E and KU believe they will not be required to change their current dividend practices as a
result of the foregoing requirement. In addition, under Virginia law, KU is prohibited from making loans to affiliates without the prior approval of
the VSCC. There are no comparable statutes under Kentucky law applicable to LG&E and KU, or under Pennsylvania law applicable to PPL
Electric. However, orders from the KYSC require LG&E and KU to obtain prior consent or approval before lending amounts to PPL.

(FPL and PPL Energy Supply)

The PPL Montana Colstrip lease places certain restrictions on PPL Montana’s ability to declare dividends. At this time, PPL believes that these
covenants will not limit PPL’s or PPL Energy Supply’s ability to operate as desired and will not affect their ability to meet any of theft cash
obligations.

(FPL)

WPD subsidiaries have fmancing arrangements that limit their ability to pay dividends. However, PPL does not, at this time, expect that any of
such limitations would significantly impact PPL’s ability to meet its cash obligations.
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(PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

The following distributions and capital contributions occurred in 2012:

PPL Energy PPL
Supply Electric LKE LG&E KU

Dividends/distributionspaidtoparent/member $ 787 $ 95 $ 155 S 75 $ 100
Capital contributions received from parent/member 563 150

8. Ac quisitions, Development and Divestitures

(PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

The Registrants from time to time evaluate opportunities for potential acquisitions, divestitures and development projects. Development projects
are 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. Any resulting transactions may impact future fmancial results. See Note 9 for information on
PPL Energy Supply’s 2011 distribution of its membership interest in PPL Global to its parent, PPL Energy Funding, which was presented as
discontinued operations by PPL Energy Supply, and the sales of businesses in 2011 and prior years that were presented as discontinued operations
by PPL, PPL Energy Supply and LKE. See Note 10 for information on PPL’s and PPL Energy Supply’s 2012 fronwood Acquisition and PPL’s
2011 acquisition of WPD Midlands and 2010 acquisition of LKE.

(PPL, LKE, LG&E and KU)

Acquisition

Terminated Bluegrass CTs Acquisition

In September 2011, LG&E and KU entered into an asset purchase agreement with Bluegrass Generation for the purchase of the Bluegrass CTs,
aggregating approximately 495 MW, plus limited associated contractual arrangements required for operation of the units, for a purchase price of
$110 million, pending receipt of applicable regulatory approvals. In May 2012, the KPSC issued an order approving the request to purchase the
Bluegrass CTs. In November 2011, LG&E and KU filed an application with the FERC under the federal Power Act requesting approval to
purchase the Bluegrass CTs. In May 2012, the FERC issued an order conditionally authorizing the acquisition of the Bluegrass CIs, subject to
approval by the FERC of satisfactory mitigation measures to address market-power concerns. Afier a review of potentially available mitigation

,ptions,

LG&E and KU determined that the options were not commercially justifiable. In June 2012, LG&E and KU terminated the asset
trchase agreement for the Bluegrass CTs in accordance with its terms and made applicable filings with the KPSC and FERC.

Development

Cane Run Unit 7 Construction

In September 2011, LG&E and KU filed a CPCN with the KPSC requesting approval to build Cane Run Unit 7. In May 2012, the KPSC issued
an order approving the request. LG&E will own a 22% undivided interest, and KU will own a 78% undivided interest in the new generating
unit. A formal request for recovery of the costs associated with the construction was not included in the CPCN filing with the KPSC but is
expected to be included in future rate proceedings. LG&E and KU commenced preliminary construction activities in the third quarter of 2012 and
project construction is expected to be completed by May 2015. The project, which includes building a natural gas supply pipeline and related
transmission projects, has an estimated cost of approximately $600 million.

hi conjunction with this construction and to meet new, more stringent EPA regulations with a 2015 compliance date, LG&E and KU anticipate
retiring five older coal-fired electric generating units at the Cane Run and Green River plants, which have a combined summer capacity rating of
726 MW. In addition, KU retired the remaining 71 MW unit at the Tyrone plant in February 2013.
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Future Capacity Needs

In addition to the construction of a combined cycle gas unit at the Cane Run station, LG&E and KU continue to assess future capacity needs. As a
art of the assessment, LG&E and KU issued an RFP in September 2012 for up to 700 MW of capacity beginning as early as 2015.

.PPL and PPL Energy Supply,)

Hydroelectric Expansion Projects

In 2009, in light of the availability of tax incentives and potential federal loan guarantees for renewable projects contained in the Economic
Stimulus Package, PPL Energy Supply filed an application with the FERC to expand capacity at its Holtwood hydroelectric plant, which the
FERC approved. The project’s expected cost is $443 million. Construction continues on the project, with commercial operations scheduled to
begin in 2013. At December 31, 2012, expected remaining expenditures are $84 million.

In 2009, PPL Montana received FERC approval for its request to redevelop the Rainbow hydroelectric facility at Great Falls, Montana. The
project’s expected cost is $209 million. Commercial operations is scheduled to begin in 2013. At December 31, 2012, expected remaining
expenditures were insignificant.

PPL Energy Supply believes that it is qualified for either investment tax credits or Treasury grants for the projects at the Holtwood and Rainbow
facilities. PPL Energy Supply has recognized investment tax credits and continues to evaluate whether to seek Treasury grants in lieu of the
credits. During 2012, 2011 and 2010, PPL Energy Supply recorded deferred investment tax credits of $40 million, $52 million and $52
million. PPL Energy Supply anticipates recognizing an additional $23 million in investment tax credits for tax year 2013. These credits reduce
PPL Energy Supply’s tax liability and will be amortized over the life of the related assets.

Bell Bend COLA

In 2008, a PPL Energy Supply subsidiary, PPL Bell Bend, LLC (PPL Bell Bend) submitted a COLA to the NRC for the proposed Bell Bend
nuclear generating unit (Bell Bend) to be built adjacent to the Susquehaniia plant. Also in 2008, the COLA was formally docketed and accepted
for review by the NRC. PPL Bell Bend continues to respond to questions from the NRC regarding technical and site specific information
provided in the initial COLA and subsequent amendments. PPL Bell Bend does not expect to complete the COLA review process with the NRC
prior to 2015.

In 200$. PPL Bell Bend submitted Parts I and II of an application for a federal loan guarantee for Bell Bend to the DOE. The DOE is expected in( e first half of 2013 to fmalize the first nuclear loan guarantee for a project in Georgia. Eight of the ten applicants that submitted Part II
pplications remain active in the DOE program; however, the DOE has stated that the $18.5 billion currently appropriated to support new nuclear

projects would not likely be enough for more than three projects. PPL Bell Bend submits quarterly application updates for Bell Bend to the DOE
to remain active in the loan guarantee application process.

PPL Bell Bend has made no decision to proceed with construction of Bell Bend and expects that such decision will not be made for several years
given the anticipated lengthy NRC license approval process. Additionally, PPL Bell Bend does not expect to proceed with construction absent
favorable economics, a joint arrangement with other interested parties and a federal loan guarantee or other acceptable fmancing. PPL Bell Bend
is currently authorized to spend up to $205 million through 2015 on the COLA and other permitting costs necessary for construction, which is
expected to be sufficient to fund the projecttlwough receipt of the license. At December 31, 2012 and 2011, $154 million and $131 million of
costs, which includes capitalized interest, associated with the licensing application were capitalized and are included on the Balance Sheets in
noncurrent “Other intangibles.” PPL Bell Bend believes that the estimated fair value of the COLA currently exceeds the costs expected to be
capitalized for the licensing application.

Regional Transmission Line Expansion Plan (PPL and PPL Electric)

Susquehanna-Roseland

In 2007, PJM directed the construction of a new 150-mile, 500-kilovolt transmission line between the Susquehanna substation in Pennsylvania
and the Roseland substation in New Jersey that it identified as essential to long-term reliability of the Mid-Atlantic electricity grid. PJM
determined that the line was needed to prevent potential overloads that could occur on several existing transmission lines in the interconnected
PJM system. PJM directed PPL Electric to construct the portion of
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the Susquehaima-Roseland line in Pennsylvania and Public Service Electric & Gas Company to construct the portion of the line in New Jersey.

On October 1, 2012, the National Park Service (NPS) issued its Record of Decision (ROD) on the proposed Susquehatma-Roseland transmission
me affirming the route chosen by PPL Electric and Public Service Electric & Gas Company as the preferred alternative under the NPS’s National

viromnental Policy Act review. On October 15, 2012, a complaint was filed in the United States District Court for the District of Columbia by
árious environmental groups, including the Sierra Club, challenging the ROD and seeking to prohibit its implementation, and on December 6,

2012, the groups filed a petition for injunctive relief seeking to prohibit all construction activities until the court issues a fmal decision on the
complaint. PPL Electric has intervened in the lawsuit. The chosen route had previously been approved by the PUC and the New Jersey Board of
Public Utilities.

On December 13, 2012, PPL Electric received federal construction and right of way permits to build on National Park Service lands.

Construction activities have begun on portions of the 101-mile route in Pennsylvania. The line is expected to be completed before the peak
summer demand period of 2015. At December 31, 2012, PPL Electric’s estimated share of the project cost was $560 million.

PPL and PPL Electric cannot predict the ultimate outcome or timing of any legal challenges to the project or what additional actions, if any, PJM
might take in the event of a finther delay to the scheduled in-service date for the new line.

Northeast/Pocono

hi October 2012, the FERC issued an order in response to PPL Electric’s December 2011 request for ratemaking incentives for the
Northeast/Pocono Reliability project (a new 58-mile 230 kV transmission line, three new substations and upgrades to adjacent facilities). The
incentives were specifically tailored to address the risks and challenges PPL Electric will face in building the project. The FERC granted the
incentive for inclusion of all prudently incurred construction work in progress (CWP) costs in rate base and denied the request for a 100 basis
point adder to the return on equity incentive. The order required a follow-up compliance filing from PPL Electric to ensure proper accounting
treatment of AFUDC and CWW for the project, which PPL Electric will submit with the FERC in March 2013. PPL Electric expects the project
to be completed in 2017. At December 31, 2012, PPL Electric estimates the total project costs to be approximately $200 million with
approximately $190 million qualifying for the CWW incentive.

9. Discontinued Operntions

(PFL and PPL Energ’ Supply)

(fe of Certain Non-core Generation Facilities

in 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.

These non-core generation facilities met the held for sale criteria in the third quarter of 2010. As a result, a pre-tax impainnent charge of $96
million ($58 million after tax) was recorded and $5 million ($4 million after tax) of allocated goodwill was written off. These charges are
included in “Income (Loss) from Discontinued Operations (net of income taxes)” on the 2010 Statements of Income.

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

2011 2010

Operating revenues $ 19 $ 113

Operating expenses (a) 11 156
Operating income (loss) 8 (43)
Other income (expense) - net 2

Interest expense (b) 3 11
Income (loss) before income taxes 5 (52)
Income tax expense (benefit) 3 (18)

Income (Loss) from niscontinnea Operations $ 2 $ (34)

301



(a) 2010 includes the impairments to the carrying value of Use non-core generation facilities and the write-off of allocated goodwill.
(b) Repretenta allocated interest expense based upon debt attributable to the generation facilities sold.

Sale of Long Island Generation Business

‘)2010, PPL Energy Supply subsidiaries completed the sale of the Long Island generation business, which was included in the Supply
egment. Proceeds from the sale approximated $124 million. There was no significant impact on earnings in 2010 from the operation of this
business or as a result of the sale.

Sale of Maine Hydroelectric Generation Business

Tn 2010, a PPL Energy Supply subsidiary completed the sale of its Maine hydroelectric generation business, which was included in the Supply
segment. The business included eight hydroelectric facilities as well as a 50% equity interest in another hydroelectric facility. The majority of the
business was sold in 2009. The remaining three hydroelectric facilities were sold in 2010 for $24 million, and also resulted in the receipt of an
additional $14 million in contingent consideration in connection with the 2009 sale. As a result of the consideration received in 2010, PPL Energy
Supply recorded a gain of $25 million ($15 million after tax), reflected in “Income (Loss) from Discontinued Operations (net of income taxes)” on
the 2010 Statement of Income.

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

Tn January 2011, PPL Energy Supply distributed its entire membership interest in PPL Global, which represented the entire U.K. Regulated
segment, 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, and no gains or losses were recognized on the distribution. The purpose of the distribution
was to better align PPL’s organizational structure with the manner in which it manages these businesses, separating the U.S.-based competitive
energy marketing and supply business from the U.K.-based regulated electricity distribution business. Following the distribution, PPL Energy
Supply operates in a single reportable segment, and through its subsidiaries is primarily engaged in 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.

2010

Operating revenues $ 761
operating expenses 368

flerating
income

ftser incosne (expense) - net 4
—fterest expense (a) 135

Income before income taxes 262
Income tax expense

________________

Income (Loss) from Discontinued Operations $ 261

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

The amount of cash and cash equivalents of PPL Global at the time of the distribution was reflected as a fmancing activity in the 2011 Statement
of Cash Flows.

(PPL and LKE)

WKE had a 25-year lease for and operated generating facilities of BREC, and a coal-fired generating facility ovuied by the City of Henderson,
Kentucky. WKE terminated the lease in 2009 prior to PPL acquiring LIKE. See Note 15 for additional infonnation related to the ternilnation of
the lease. In 2012, an adjustment was made to the liability for certain WKE indemnifications, which is reflected in Discontinued Operations. See
“Guarantees and Other Assurances” in Note 15 for additional information on the adjustment and related indenmification. The results of operations
for the 2012, 2011 and 2010 periods were not significant.
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10. Business Acquisitions

fronwood Acquisition (FFL and PPL Energy Supply)

April 13, 2012, an indirect, wholly owned subsidiary of PPL Energy Supply completed the acquisition of all of the equity interests of two
ibsidiaries of The AES Corporation, AES fronwood, L.L.C. (subsequently renamed PPL Ironwood, LLC) and AES Prescott, L.LC.
(subsequently renamed PPL Prescott, LLC), which own and operate, respectively, the fronwood facility. The fronwood Facility began operation
in 2001 and, since 2008, PPL EnergyPlus has supplied natural gas for the facility and received the facility’s full electricity output and capacity
value pursuant to a tolling agreement that expires in 2021. The acquisition provides PPL Energy Supply, through its subsidiaries, operational
control of additional combined-cycle gas generation in PJM.

The fair value of the consideration paid for this acquisition was as follows.

Aggregate enterprise consideration $ 326
Less: fair value of long-tenu debt outstanding asawued through consolidation (a) 258

Plus: Restricted cash debt service reserves 17

Cash consideration paid for equity interesla (including working capital adjustments) $ 85

(a) The long-tenn debt assumed through consolidation consisted of $226 million aggregate principal amount of 8857% senior secured bonds to be fully repaid by 2025, plus $8
million of debt service reserve loans, and a $24 million fair value adjustment.

Purchase Price Allocation

The following table summarizes the allocation of the purchase price to the fair value of the major classes of assets acquired and liabilities assumed
through consolidation, and the effective settlement of the tolling agreement through consolidation.

PP&E $ 505
Long-term debt (current and nonctu-rent) (a) (258)
Tolling agreement (b) (170)

Other net assets (a) 8

Net identifiable assets acquired $ 85

(a) Represents non-cash activity excluded from the 2012 Statement of Cash flows.
(b) Prior to the acquisition, PPL EnergyPlus had recorded primarily an intangible asset , which represented its rights to and the related accounting for the tolling agreement with PPL

bonwood, LLC. On the acquisition date, PPL fronwood, LLC recorded a liability, recognized at fair value, for its obligation to PPL EnergyPlus. The tolling agreement assets of. PPL EnergyPlus and the tolling agreement liability of PPL bonwood, LLC eliminate in consolidation for PPL and PPL Energy Supply as a result of the acquisition, and therefore
the agreement is considered effectively settled. The difference between the tolling agreement assets and liability resulted in an insignificant loss on the effective settlement of the
agreement

During the fourth quarter of 2012, the purchase price allocation was finalized with no material adjustments made to the preliminary valuation.

Acquisition of WPD Midlands (FPL)

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 of $5.8 billion, including the repayment of $1.7 billion of affiliate indebtedness owed
to subsidiaries of E.ON AG, and approximately $800 million of long-term debt assumed through consolidation. WPD Midlands operates two
regulated distribution networks that serve five million end-users in the Midlands area of England. The acquisition increased the regulated portion
of PPL’s business and enhances rate-regulated growth opportunities as the regulated businesses make investments to improve infrastructure and
customer reliability. Further, since the service territories of WPD (South Wales), WPD (South West) and WPD Midlands are contiguous, cost
savings, efficiencies and other benefits are achieved from the combined operations of these entities.

The fair value of the consideration paid for this acquisition was as follows (in billions).
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Aggregate enterprise consideration $ 6.6
Less: fair value of long-term debt outstanding assumed through consolidation 0.8
Total cash consideration paid 5.8
Less: Funds used to repay pre-acquisition affiliate indebtedness 1.7

sh consideration paid for Central Networks outstanding ordinary share capital $ 4.1

The total cash consideration paid was primarily funded by borrowings under the 2011 Bridge Facility on the date of acquisition. Subsequently,
PPL repaid those borrowings in 2011 using proceeds from the permanent financing, including issuances of common stock and 2011 Equity Units,
as well as proceeds from the issuance of debt by PPL WEM, WPD (East Midlands) and WPD (West Midlands). See Note 7 for additional
information.

Purchase Price Allocation

The following table summarizes (in billions) the allocation of the purchase price to the fair value of the major classes of assets acquired and
liabilities assumed.

Current assess (a) $ 0.2
PP&E 4.9
Intangible assets 0.1
Other noncurrent assets 0.1
Current liabilities (b) (0.4)
PPL V/EM affiliate indebtedness (1.7)
Long-term debt (current and noncurrent) (b) (0.8)
Other noncurrent liabilities (b) (0.7)
Net identifiable assets acquired 1.7
Goodwill 2.4

Net assets acquired $ 4.1

(a) Includes gross contractual amount of the accounts receivable acquired of $122 million, whicls approximates fair value.
(b) Represents non-cash activity excluded from the 2011 Statement of Cash Flows.

The purchase price allocation resulted in goodwill of $2.4 billion that was assigned to the U.K. Regulated segment. The goodwill is attributable to
the expected continued growth of a rate-regulated business with a defined service area operating under a constructive regulatory framework,
expected cost savings, efficiencies and other benefits resulting from a contiguous service area with WPD (South West) and WPD (South Wales),
as well as the ability to leverage WPD (South Wests and WPD (South Wales)’s existing management teams high level of performance in capital

st

efficiency, system reliability and customer service. The goodwill is not deductible for U.K. income tax purposes.

.oeparation Benefits - UK. Regulated Segment

In connection with the 2011 acquisition, PPL completed a reorganization designed to transition WPD Midlands from a functional operating
structure to a regional operating structure requiring a smaller combined support structure, reducing duplication and implementing more efficient
procedures. As a result of the reorganization, 729 employees of WPD Midlands have been terminated.

The separation benefits, before income taxes, associated with the reorganization are as follows.

Severance compensation $ 61
Early retirement deficiency costs (ERDC) under applicable pension plans 46
Outplaceinent services 1

Total separation benefits $ 108

In coimection with the reorganization, WPD Midlands recorded $93 million of the total expected separation benefits in 2011, of which $48 million
related to severance compensation and $45 million related to ERDC. WPD Midlands recorded an additional $15 million of total separation
benefits in 2012, of which $13 million related to severance compensation and $2 million related to ERDC. The accrued severance compensation
is reflected in “Other current liabilities” and the ERDC reduced “Other noncurrent assets” on the Balance Sheets. All separation benefits are
included in “Other operation and maintenance” on the Statenients of Income.
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The changes in the carrying amounts of accrued severance were as follows.

2012 2011

ccrued severance at beginning ofperiod $ 21
erance compensation 13 $ 48

èverance paid (34) (27)

Accrued severance at end of period $ $ 21

In addition to the reorganization costs noted above, an additional $9 million was recorded in 2011 for ERDC payable under applicable pension
plans and severance compensation for certain employees who separated from the WPD Midlands companies, but were not part of the
reorganization. These separation benefits are also included in “Other operation and maintenance” on the Statement of Income.

Other

WPD Midlands 2011 fmancial results included in PPL’s Statement of Income and included in the U.K. Regulated segment were as follows.

Operating Revenues $ 790
Net Income Attributable to PPL Shareowners 137

Proforma Information

The pro forma fmancial information, which includes LIKE, discussed below, as if the acquisition had occurred January 1, 2009 and WPD
Midlands as if the acquisition had occurred January 1, 2010, is as follows.

2011 2010

Operating Revenues - PPL consolidated pro fonna (unaudited) $ 13,140 $ 11,850
Net Income Attributable to PPL Shareowners - PPL consolidated pro forma (unaudited) 1,800 1,462

The pro forma fmancial information presented above has been derived from the historical consolidated fmancial statements of PPL and LKE,
which was acquired on November 1, 2010, and from the historical combined fmancial statements of WPD Midlands, which was acquired on April
1,2011. Income (loss) from discontinued operations (net of income taxes), which was not significant for 2011 and was $(18) million for 2010,
were excluded from the pro forma amounts above.

‘The pro forma fmancial information presented above includes adjustments to depreciation, net periodic pension costs, interest expense and the
, lated income tax effects to reflect the impact of the acquisition. The pre-tax nonrecurring credits (expenses) presented in the following table

were directly attributable to the WPD Midlands and LIKE acquisitions and adjustments were included in the calculation of pro forma operating
revenue and net income to remove the effect of these nonrecurring items and the related income tax effects.

Income Statement
Line Item 2011 2010

WPD Midlands acquisition
2011 Bridge Facility costs (a) Interest Expense $ (44)
Foreign currency loss on 2011 Bridge Facility (b) Other Income (Expense) - net (57)
Net hedge gains associated with the 2011 Bridge facility (c) Other Income (Expense) net 55
Hedge ineffectiveness (d) Interest Expense (12)
U.K. stamp duty tax (e) Other Income (Expense) net (21)
Separation benefits (f) Other operation and maintenance (102)
Other acquisition-related adjustments (g) (77)

LICE acquisition

2010 Bridge Facility costs (Ii) Interest Expense $ (80)
Other acquisition-related adjustments (i) Other Income (Expense) net (31)

(a) The 2011 Bridge Facility costs, primarily coimnitment and atnicttu-ing fees, were incurred to establish a bridge facility for purposes of ftmding the WPD Midlands acquisition
purchase price.

(b) The 2011 Bridge Facility was denominated in GBP. The amount includes a $42 million foreign currency loss on PPL Capital funding’s repayment of its 2011 Bridge Facility
borrowing and a $15 million foreign currency loss associated with proceeds received on the U.S. dollar-denominated senior notes issued by PPL WEM in April 2011 that were
used to repay a portion of PPL WEM’s borrowing under the 2011 Bridge Facility.

(c) The repayment of borrowings on the 2011 Bridge Facility was economically hedged to mitigate the effects of changes in foreign currency exchange rates with forward contracts
to purchase GBP, which resulted in net hedge gains.
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(d) The hedge ineffectiveness includes a combination of ineffectiveness associated with closed out interest rate swaps and a charge recorded as a result of certain interest rate swaps
failing hedge effectiveness testing, both associated with the acquisition fmancing.

(e) The U.K. stamp duty tax represents a tax on the transfer of oership of property in the U.K. incurred in connection with the acquisition.
(f) See Separation Benefits - U.K. Regulated Segment above.
(g) Primarily includes acquisition-related advisory, accounting and legal fees recorded Other Income (Expense) - net’ and contract termination costs, rebranding costs and

relocation costs recorded • ‘Other operation and maintenance.”
Primarily commitment and structuring fees, incurred to establish a bridge facility for purposes of funding the acquisition purchase price.

i) Primarily includes acquisition-related advisory, accounting and legal fees.

Acquisition of LIKE

(PPL)

On November 1, 2010, PPL completed the acquisition of all of the limited liability company interests of E.ON U.S. LLC from a wholly owned
subsidiary of E.ON AG. Upon completion of the acquisition, E.ON U.S. LLC was renamed LG&E and KU Energy LLC (LKE). LKE is a
holding company with regulated utility operations conducted through its subsidiaries, LG&E and KU. The acquisition reapportions the mix of
PPL’s regulated and competitive businesses by increasing the regulated portion of its business, strengthens PPL’s credit profile and enhances rate-
regulated growth opportunities as the regulated businesses make investments to improve infrastructure and customer reliability.

The fair value of the consideration paid for this acquisition was as follows (in billions).

Aggregate enterprise consideration $ 7.6
Less: fair value of assumed long-term debt outstanding, net 0.8
Total cash consideration paid 6.8
Less: Funds used to repay pre-acquisition affiliate indebtedness 4.3

Cash consideration paid for EON U.S. LLC equity interests $ 2.5

The total cash consideration paid, including repayment of affiliate indebtedness, was funded by PPL’s June 2010 issuance of $3.6 billion of
common stock and 2010 Equity Units that provided proceeds totaling $3.5 billion, net of underwriting discounts, $3.2 billion of borrowings under
an existing credit facility in October 2010, $249 million of proceeds from the monetization of certain full-requirement sales contracts in July 2010
and cash on hand. See Note 7 for additional information on the issuance of common stock and 2010 Equity Units and the October 2010
borrowing under PPL Energy Supply’s syndicated credit facility that provided interim fmancing to partially fund the acquisition. See Note 19 for
additional information on the monetization of certain full-requirement sales contracts.

Purchase Price Allocation

following table summarizes (in billions) the allocation of the purchase price to the fair value of the major classes of assets acquired and
“liabilities assumed.

Current assets (a) $ 0.9
PP&E 7.5
Other intangibles (current and noncurrent) 0.4
Regulatory and other noncurrent assets 0.7
Current liabilities, excluding current portion of long-term debt (b) (0.5)
PPL affiliate indebtedness (c) (4.3)
Long-tenn debt (current and noncurrent) (b) (0.9)
Oilier noncurrent liabilities (b) (2.3)
Net identifiable assets acquired 1.5
Goodwill 1.0

Net assets acquired $ 2.5

(a) Includes gross contractual amount of the accounts receivable acquired of $186 million. PPL expected $11 million to be uncollectible; however, credit risk is mitigated since
tmcollectible accounts are a component of customer rates.

(b) Represents non-cash activity excluded from the 2010 Statement of Cash Flows.
(c) Includes $1.6 billion designated as a capital contribution to LKE.

For purposes of goodwill impairment testing, the $996 million of goodwill was assigned to the PPL reportable segments expected to benefit from
the acquisition. Both the Kentucky Regulated and the Supply segments are expected to benefit and the assignment of goodwill was $662 million
to the Kentucky Regulated segment and $334 million to the Supply segment. The goodwill at the Kentucky Regulated segment reflects the value
paid for the expected continued growth of a rate-regulated business located in a defined service area with a constructive regulatory environment,
the ability of LKE to leverage its assembled workforce to take advantage of those growth opportunities and the attractiveness of stable, growing
cash flows. Although no other assets or liabilities from the acquisition were assigned to the Supply segment, the Supply
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segment obtained a synergistic benefit attributed to the overall de-risking of the PPL portfolio, which enhanced PPL Energy Supply’s credit
profile, thereby increasing the value of the Supply segment. This increase in value resulted in the assignment of goodwill to the Supply
segment. The goodwill is not deductible for income tax purposes. As such, no deferred taxes were recorded related to goodwill.

Note 9 and the “Guarantees and Other Assurances” section of Note 15 for additional information on certain indemnifications provided by
;KE, the most significant of which relates to the discontinued operations of WKE.

The 2010 LKE fmancial results included in PPL’s Statement of Income and included in the Kentucky Regulated segment were as follows.

Net Income
(Loss)

Attributable
Operating to PPL
Revenues Shareowners

From November 1,2010 - December 31, 2010 $ 493 $

(PPL, PFL Energy Supply, LKE, LG&E and KU)

In November 2010, LKE, LG&E and KU issued debt totaling $2.9 billion, of which LKE used $100 million to return capital to PPL. The majority
of these proceeds, together with a borrowing by LG&E under its available credit facilities, were used to repay borrowings from a PPL Energy
Supply subsidiary. Such borrowings were incui-red to permit LKE to repay certain indebtedness owed to affiliates of E.ON AG upon the closing
of the acquisition. Tn November 2010, PPL Energy Supply used the above-referenced amounts received from LKE, together with other cash on
hand, to repay approximately $3.0 billion of its October 2010 borrowing under existing credit facilities.

(FPL and PPL Energy Supply)

To ensure adequate funds were available for the acquisition, in July 2010, PPL Energy Supply monetized certain full-requirement sales contracts
that resulted in cash proceeds of $249 million. See “Commodity Price Risk (Non-trading) - Monetization of Certain Full-Requirement Sales
Contracts” in Note 19 for additional information. Additionally, PPL Energy Supply received proceeds in 2011 from the sale of certain non-core
generation facilities, which were used to repay the short-term borrowings drawn on existing credit facilities. See “Sale of Certain Non-core
Generation Facilities” in Note 9 for additional information.

As a result of the monetization of these full-requirement sales contracts, coupled with the expected net proceeds from the then-anticipated sale of

(-ese

non-core generation facilities, debt that had been planned to be issued by PPL Energy Supply in late 2010 was no longer needed. Therefore,
pdge accounting associated with interest rate swaps entered into by PPL in anticipation of a debt issuance by PPL Energy Supply was

discontinued. Net gains (losses) of $(29) million, or $(19) million afler tax, were reclassified from AOCI to “Other Income (Expense) - net” on
PPL’s 2010 Statement of Income.

(LKE, LG&E and KU)

On November 1, 2010, PPL completed its acquisition of LKE and its subsidiaries. The push-down basis of accounting was used to record the fair
value adjustments of assets and liabilities on LIKE at the acquisition date. PPL paid cash consideration for the equity interests in LKE and its
subsidiaries of $2,493 million and provided a capital contribution on November 1, 2010, of $1,565 million; included within this was the
consideration paid of $1,702 million for LG&E and $2,656 million for KU. The allocation of the purchase price was based on the fair value of
assets acquired and liabilities assumed.

The push-down accounting for the fair value of assets acquired and liabilities assumed was as follows (in millions).
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LKE LG&E KU

Current assets $ 969 $ 503 $ 341
Investments 31 1 30

—P&E 7,469 2,935 4,531
‘her intangibles (current and noncurrent) 427 226 201
egulatoiy and other noncurrent assets 689 416 274

Current liabilities, excluding current portion of long-tenn debt (516) (420) (367)
PPL affiliate indebtedness (4,349) (485) (1,331)
Long-term debt (current and noncurrent) (934) (580) (352)
Other noncurrent liabilities (2,289) (1,283) (1,278)
Net identifiable assets acquired 1,497 1,313 2,049
Goodwitl 996 389 607
Net assets acquired 2,493 1,702 2,656
Capital Contribution on November 1,2010, to replace affiliate indebtedness 1,565

________________ ________________

Beginning equity balance on November 1,2010 S 4,058 S 1,702 S 2,656

Goodwill represents value paid for the rate regulated businesses of LG&E and KU, which are located in a defmed service area with a constructive
regulatory enviromitent, which provides for future investment, earnings and cash flow growth, as well as the talented and experienced
workforce. LG&E’s and KU’s franchise values are being attributed to the going concern value of the business, and thus were recorded as goodwill
rather than a separately identifiable intangible asset. None of the goodwill recognized is deductible for income tax purposes or included in
customer rates.

Adjustments to LKE’s, LG&E’s and KU’s assets and liabilities that contributed to goodwill are as follows:

The fair value adjustment on the EEl investment was calculated using the discounted cash flow valuation method. The result was an increase in
KUs value of the investment in EEl; the fair value of EEl was calculated to be $30 million and a fair value adjustment of $18 million was
recorded on KU. The fair value adjustment to EEl was being amortized over the expected remaining useful life of plant and equipment at EEl,
which was estimated to be over 20 years. During the fourth quarter of 2012, KU recorded an impairment in EEl. See Notes 1 and 1$ for
additional information.

The pollution control bonds, excluding the reacquired bonds, had a fair value adjustment of $7 million for LG&E and $1 million for KU. All
variable bonds were valued at par while the fixed rate bonds were valued with a yield curve based on average credit spreads for similar bonds.

As a result of the purchase accounting associated with the acquisition, the following items had a fair value adjustment but no effect on goodwill as

(e

offset was either a regulatory asset or liability. The regulatory asset or liability has been recorded to eliminate any ratemaking impact of the
)fr value adjustments:

• The value of OVEC was determined to be $126 million based upon an announced transaction by another owner. LG&E and KU’s combined
investment in OVEC was not significant and the power purchase agreetnent was valued at $87 million for LG&E and $39 million for KU. An
intangible asset was recorded with the offset to regulatory liability and is amortized using the units of production method until March 2026,
the expiration date of the agreement at the date of the acquisition.

• LG&E and KU each recorded an emission allowance intangible asset and a regulatory liability as the result of adjusting the fair value of the
emission allowances at LG&E and KU. The emission allowance intangible of $8 million at LG&E and $9 million at KU represents allocated
and purchased sulfur dioxide and nitrogen oxide emission allowances that were unused as of the valuation date or allocated for use in future
years. LG&E and KU had previously recorded emission allowances as other materials and supplies. To conform to PPLs accounting policy
all emission allowances are now recorded as intangible assets. The emission allowance intangible asset is amortized as the emission
allowances are consutned, which is expected to occur through 2040.

• Coal contract intangible assets were recorded at LG&E for $124 million and at KU for $145 million as well as a non-current liability of $11
million for LG&E and $22 million for KU on the Balance Sheets. An offsetting regulatory asset was recorded for those contracts with
unfavorable terms relative to market. An offsetting regulatoty liability was recorded fot- those contracts that had favorable terms relative to
market. All coal contracts held by LG&E and KU, wherein it had entered into arrangements to buy amounts of coal at fixed prices from
counterparties at a future date, were fair valued. The intangible assets and other liabilities, as well as the regulatory assets and liabilities, are
being amortized over the same tenns as the related contracts, which expire through 2016.
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• Adjustments on November 1, 2010 were made to record LKE pension assets at fair value, remeasure its pension and postretirement benefit
obligations at current discount rates and eliminate accumulated other comprehensive income (loss). An increase of $4 million in the liability
balances of LG&E and KU was recorded, due to the lowering of the discount rate; this was credited to their respective pension and
postretirement liability balances with offsetting adjustments made to the related regulatory assets and liabilities.

e fair value of intangible assets and liabilities (e.g. contracts that have favorable or unfavorable terms relative to market), including coal
contracts and power purchase agreements, as well as emission allowances, have been reflected on the Balance Sheets with offsetting regulatory
assets or liabilities. Prior to the acquisition, LG&E and KU recovered the cost of the coal contracts, power purchases and emission allowances
and this rate treatment will continue after the acquisition. As a result, management believes the regulatory assets and liabilities created to offset
the fair value adjustments meet the recognition criteria established by existing accounting guidance and eliminate any ratemaking impact of the
fair value adjustments. LG&E’s and KU’s customer rates will continue to reflect these items (e.g. coal, purchased power, emission allowances) at
their original contracted prices.

LG&E and KU also considered whether a separate fair value should be assigned to LG&E’s and KU’s rights to operate within its various electric
and natural gas distribution service areas but concluded that these rights only provided the opportunity to earn a regulated return and barriers to
market entry, which in management’s judgment is not considered a separately identifiable intangible asset under applicable accounting guidance;
rather, it is considered going-concern value, or goodwill.

Kentucky Acquisition Conimitments

(PPL, LKE, LG&E and KU)

In connection with the September 2010 approval of PPL’s acquisition of LKE, LG&E and KU agreed to implement the Acquisition Savings
Sharing Deferral (ASSD) methodology whereby LG&E’s and KU’s adjusted jurisdictional revenues, expenses, and net operating income are
calculated each year. If LG&E’s or KU’s actual earned rate of return on common equity exceeds 10.75%, half of the excess amount will be
deferred as a regulatory liability and ultimately returned to customers. The first ASSD filing with the KPSC was made on March 30, 2012 based
on the 2011 calendar year. On July 2, 2012, the KPSC issued an order approving the calculations contained in the 2011 ASSD filing and
determined that such calculations produced no deferral amounts for the purpose of establishing regulatory liabilities and are proper and in
accordance with the settlement agreement. The ASSD methodology for each of LG&E’s and KU’s utility operations terminated on January 1,
2013, when new rates went into effect. Therefore, no further ASSD filings will be made.

11. Leases

(ssee

Transactions

2
7FPL, LKE, LG&E and KU)

E.W. Brown Combustion Turbines

LG&E and KU are participants in a sale-leaseback transaction involving two combustion turbines at the E.W. Brown generating plant. In
December 1999, after selling their interests in the combustion turbines. LG&E and KU entered into an 1$-year lease of the turbines. LG&E and
KU provided funds to fully defease the lease including the repurchase price and have the right to exercise an early purchase option contained in
the lease after 15.5 years, which will occur in 2015. The fmancial statement treatment of this transaction is the same as if LG&E and KU had
retained their ownership interest. Since the lease was defeased, there are no remaining minimum lease payments and all related PP&E is reflected
on the Balance Sheets. See Note 14 for the balances included on the Balance Sheets related to this transaction. Depreciation expense was
insignificant for all periods presented.

Upon a default under the lease, LG&E and KU are obligated to pay to the lessor their share of certain amounts. Primary events of default include
loss or destruction of the combustion turbines, failure to insure or maintain the combustion turbines and unwinding of the transaction due to
governmental actions. No events of default currently exist with respect to the lease. Upon any termination of the lease, whether by default or
expiration of its term, title to the combustion turbines reverts to LG&E and KU. The maximum aggregate amount at December 31, 2012 that
could be required to be paid by LKE is $5 million, by LG&E is $2 million and by KU is $3 million. LKE has guaranteed the payment of these
potential default payments of LG&E and KU.
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(PPL and PPL Energy Supply)

Colsfrip Generating Plant

July 2000, PPL Montana sold its interest in the Colstrip generating plants to owner lessors who lease back to PPL Montana, under four 36-year
.on-cancelable leases, a 50% interest in Coistrip Units 1 and 2 and a 30% interest in Unit 3. This transaction is accounted for as a sale-leaseback
and classified as an operating lease. PPL Montana is responsible for its share of the operating expenses associated with its leasehold
interests. See Note 14 for information on the sharing agreement for Colstrip Units 3 and 4. PPL Montana currently amortizes material leasehold
improvements over no more than the remaining life of the original leases; however, the leases provide two renewal options based on the economic
useful life of the generation assets. The leases place certain restrictions on PPL Montana’s ability to incur additional debt, sell assets and declare
dividends and require PPL Montana to maintain certain financial ratios related to cash flow and net worth. There are no residual value guarantees
in these leases. However, upon an event of default or an event of loss, PPL Montana could be required to pay a termination value of amounts
sufficient to allow the lessor to repay amounts owing on the lessor notes and make the lessor whole for its equity investment and anticipated return
on investment. The events of default include payment defaults, breaches of representations or covenants, acceleration of other indebtedness of
PPL Montana, change in control of PPL Montana and certain banlcruptcy events. The termination value was estimated to be $301 million at
December 31, 2012.

Kerr Dam

Under the Kerr Hydroelectric Project No. 5 joint operating license issued by the FERC, PPL Montana is responsible to make payments to the
Confederated Salish and Kootenai Tribes of the Flathead Nation for the use of certain of theft tribal lands in connection with the operation of Kerr
Dam. This payment arrangement, subject to escalation based upon inflation, extends until the end of the license term in 2035. Between 2015 and
2025, the tribes have the option to purchase, hold and operate the project, at a conveyance price to be determined in accordance with the
provisions in the FERC license. Exercise of the option by the tribes would result in the termination of this payment arrangement obligation for
PPL Montana. The payment arrangement has been treated as an operating lease for accounting purposes. In February 2013, the parties to the
license submitted the issue of the appropriate amount of the conveyance price to arbitration.

(FPL, PFL Energy Supply, LKE, LG&E and KU)

Other Leases

PPL and its subsidiaries have entered into various agreements for the lease of office space, vehicles, land gas storage and other equipment.

\ent - Operating Leases

Rent expense for operating leases was as follows:

2012 2011 2010

PPL $ 116 $ 109 $ 90
PPL Energy Supply 62 84 87

Successor Predecessor
Two Months Ten Months

Year Ended Year Ended Ended Ended
December 31, December 31, December 31, October 31,

2012 2011 2010 2010

LKE $ 1$S 18 $ 3 $ 14
LG&E 7 7 1 5
KU 10 10 2 8
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Total future minimum rental payments for all operating leases are estimated to be:

PPL
PPL Energy Supply LKE LG&E KU

1 $

21

$

13

$

6

$

2

$

4
Thereafter 149 104 34 14 18

Total $ 507 $ 362 $ 90 $ 35 $ 51

12. Stock-Based Compensation

(PPL, PPL Energy Supply, FPL Electric and LKE)

In 2012, shareowners approved the PPL SIP. This new equity plan replaces the PPL ICP and incorporates the following changes:

• Eliminates the potential to pay dividend equivalents on stock options.

• Eliminates the automatic lapse of restrictions on all equity awards in the event of a “potential” change in control and requires that a
termination of employment occur in the event of a change in control before restrictions lapse.

• Changes the treatment of outstanding stock options upon retirement to limit the exercise period to the earlier of the end of the term (ten years
from grant) or five years after retirement.

To further align the executives’ interests with those of PPL shareowners, this plan provides that each restricted stock unit entitles the executive to
accrue additional restricted stock units equal to the amount of quarterly dividends paid on PPL stock. These additional restricted stock units
would be deferred and payable in shares of PPL common stock at the end of the restriction period. Dividend equivalents on restricted stock unit
awards prior to 2013 are currently paid in cash when dividends are declared by PPL.

Under the ICP, SIP and the ICPKE (together, the Plans), restricted shares of PPL common stock, restricted stock units, performance units and
stock options may be granted to officers and other key employees of PPL, PPL Energy Supply, PPL Electric, LKE and other affiliated
companies. Awards under the Plans are made by the Compensation, Governance and Nominating Committee (CGNC) of the PPL Board of

irectors, in the case of the IC? and SIP, and by the PPL Corporate Leadership Council (CLC), in the case of the ICPKE.

The following table details the award limits under each of the plans.

Annual Grant Limit Annual Grant Limit
Total As % of For Individual Participants -

Total Plan Outstanding Annual Grant Performance Based Awards
Award PPL Common Stock Limit For awards For awards
Limit On First Day of Options denominated in denominated in

Plan (Shares) Each Calendar Year (Shares) shares (Shares) cash (in dollars)

ICP(a) 15,769,431 2% 3,000,000
SIP 10,000,000 2,000,000 750,000 $ 15,000,000
ICPKE 14,199,796 2% 3,000,000

(a) Applicable to outstanding awards granted from Jantiary 27, 2006 to January 26, 2012. During 2012, the total plan award limit was reached and the ICP was replaced by the SIP.

Any portion of these awards that has not been granted may be carried over and used in any subsequent year. If any award lapses, is forfeited or
the rights of the participant terminate, the shares of PPL common stock underlying such an award are again available for grant. Shares delivered
under the Plans may be in the form of authorized and unissued PPL common stock, common stock held in treasury by PPL or PPL common stock
purchased on the open market (including private purchases) in accordance with applicable securities laws.
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Restricted Stock and Restricted Stock Units

Restricted shares of PPL common stock are outstanding shares with full voting and dividend rights. Restricted stock awards are granted as a
retention award for select key executives and vest when the recipient reaches a certain age or meets service or other criteria set forth in the

ecutives restricted stock award agreement. The shares are subject to forfeiture or accelerated payout under plan provisions for termination,
tirement, disability and death of employees. Restricted shares vest fully, in certain situations, as defmed by each of the Plans.

The Plans allow for the grant of restricted stock units. Restricted stock units are awards based on the fair value of PPL common stock on the date
of grant. Actual PPL common shares will be issued upon completion of a vesting period, generally three years.

The fair value of restricted stock and restricted stock units granted is recognized on a straight-line basis over the service period or through the date
at which the employee reaches retirement eligibility. The fair value of restricted stock and restricted stock units granted to retirement-eligible
employees is recognized as compensation expense immediately upon the date of grant. Recipients of restricted stock and restricted stock units
may also be granted the right to receive dividend equivalents through the end of the restriction period or until the award is forfeited. Restricted
stock and restricted stock units are subject to forfeiture or accelerated payout under the plan provisions for termination, retirement, disability and
death of employees. Restricted stock and restricted stock units vest fully, in certain situations, as defined by each of the Plans.

The weighted-average grant date fair value of restricted stock and restricted stock units granted was:

2012 2011 2010

PPL S 28.35 $ 25.25 $ 28.93
PPL Energy Supply 28.29 25.14 29.49
PPL Electric 28.51 25.09 29.40
LKE 28.34 26.31

Restricted stock and restricted stock unit activity for 2012 was:

Weighted-
Average

Restricted Grant Date Fair
Shares/Units Value Per Share

PPL
Nonvested, beginning of period 2,040,035 $ 2703

Granted 1,487,556 28,35
Vested (1,002,229) 27.23
Forfeited (21,592) 27.69

bnvested, end of period 2,503,770 27.73

PPL Enery Supply
Nonvested, beginning of period 665,180 S 27.30

Transferred 62,320 28.66
Granted 564,020 28.29
Vested (219,124) 27.04
forfeited (11.710) 27.97

Nonvested, end of period 1.060,686 27.95

PPL Electric
Nonvested, beginning of period 251,595 $ 27.10

Transferred (54,460) 28.93
Granted 133,530 28.51
Vested (61,995) 27.63
Forfeited (7,442) 27.46

Nonvested, end of period 261,228 27.30

EKE
Nonvested, beginning of period 145,210 S 26.31

Granted 144,340 28.34
Vested (149,910) 26.38

Nonvested, end of period 139,640 28.34

Substantially all restricted stock and restricted stock unit awards are expected to vest.

The total fair value of restricted stock and restricted stock units vesting for the years ended December 31 was:
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2012 2011 2010

PPL $ 27 $ 19 $ 15
PPL Energy Supply 6 6 7

PL Electric 2 2 2
4 1

Performance Units

Performance units are intended to encourage and award future performance. Performance units represent a target number of shares (Target
Award) of PPL’s common stock that the recipient would receive upon PPL’s attainment of the applicable performance goal. Performance is
determined based on total shareowner return during a 3-year performance period. At the end of the period, payout is determined by comparing
PPLs performance to the total shareowner return of the companies included in an index group, in the case of the 2010 and 2011 awards, the S&P
500 Electric Utilities Index, and in the case of the 2012 awards, the Philadelphia Electric Utilities Index. Awards granted in 2010 are payable on a
graduated basis within the following ranges: if PPL’s performance is at or above the 85th percentile of the index group, the award is paid at 200%
of the Target Award; at the 50th percentile of the index group, the award is paid at 100% of the Target Award; at the 40th percentile of the index
group, the award is paid at 50% of the Target Award; and below the 40th percentile, no award is payable. Awards granted in 2011 and 2012 are
payable on a graduated basis similar to 2010, except that the 2011 awards provide for a minimum payment at 25% of the Target Award if
performance falls below the 40th percentile of the index group, and in 2012 the minimum payment was eliminated, with no award payable if
performance falls below the 25th percentile. Dividends payable during the performance cycle accumulate and are converted into additional
performance units and are payable in shares of PPL common stock upon completion of the performance period based on the determination of the
CGNC of whether the performance goals have been achieved. Under the plan provisions, performance units are subject to forfeiture upon
termination of employment except for retirement, disability or death of an employee, in which case the total performance units remain outstanding
and are eligible for vesting through the conclusion of the performance period. The fair value of performance units granted is recognized as
compensation expense on a straight-line basis over the 3-year performance period. Performance units vest on a pro rata basis, in certain situations,
as defined by each of the Plans.

The fair value of each performance unit granted was estimated using a Monte Carlo pricing model that considers stock beta, a risk-free interest
rate, expected stock volatility and expected life. The stock beta was calculated comparing the risk of the individual securities to the average risk
of the companies in the index group. The risk-free interest rate reflects the yield on a U.S. Treasury bond commensurate with the expected life of
the performance unit. Volatility over the expected term of the performance unit is calculated using daily stock price observations for PPL and all
companies in the index group and is evaluated with consideration given to prior periods that may need to be excluded based on events not likely to
recur that had impacted PPL and the companies in the index group. PPL had used historical volatility to value its performance units in
2010. Beginning in 2011, PPL began using a mix of historic and implied volatility in response to the significant changes in its business model,

()ovin from a primarily unregulated to a primarily regulated business model, as a result of the acquisitions of LICE and WPD Midlands.

‘i1e weighted-average assumptions used in the model were:

2012 2011 2010

Risk-free interest rate 0.30% 1.00% 1.41%
Expected stock volatility 19.30% 23.40% 34.70%
Expected life 3 years 3 years 3 years

The weighted-average grant date fair value of performance units granted was:

2012 2011 2010

PPL $ 31.41 $ 29.67 $ 34.06
PPL Energy Supply 31.40 29.68 34.16
PPL Electric 31.37 29.57 33.54
LKE 31.30 29.20
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Performance unit activity for 2012 was:

Weighted-
Average Grant

Performance Date Fair Value

( Units Per Share
PL
Nonvested, beginning of period 398,609 $ 33.31

Granted 322,771 31.47
Forfeited (127,177) 38.61

Nonvested, end of period 594,203 31.14

PPL Energy Supply
Nonvesled, beginning of period 75,067 $ 33.00

Transferred 12,719 34.15
Granted 71,572 31.40
Forfeited (35,169) 38.90

Nonvested, end of period 124,189 31.26

PPL Electric
Nonvested, beginning of period 32,808 $ 33.11

Transferred (12,719) 34.15
Granted 16,234 31.37
Forfeited (10,240) 34.17

Nonvested, end of period 26,083 31.10

LKE
Nonvested, beginning of period 26,893 $ 29.20

Granted 55,857 31.30
Nonvested, end of period $2,750 30.62

Stock Options

Under the Plans, stock options may be granted with an option exercise price per share not less than the fair value of PPL’s common stock on the
date of grant. Options outstanding at December 31, 2012, become exercisable in equal installments over a three-year service period beginning one
year after the date of grant, assuming the individual is still employed by PPL or a subsidiary’. The CGNC and CLC have discretion to accelerate
the exercisability of the options, except that the exercisability of an option issued under the ICP may not be accelerated unless the individual
remains employed by PPL or a subsidiary for one year from the date of grant. All options expire no later than ten years from the grant date. The

4 ‘otions become exercisable immediately in certain situations, as defmed by each of the Plans. The fair value of options granted is recognized as
impensation expense on a straight-line basis over the service period or through the date at which the employee reaches retirement

eligibility. The fair value of options granted to retirement-eligible employees is recognized as compensation expense immediately upon the date
of grant.

The fair value of each option granted is estimated using a Black-Scholes option-pricing model. PPL uses a risk-free interest rate, expected option
life, expected volatility and dividend yield to value its stock options. The risk-free interest rate reflects the yield for a U.S. Treasury Strip
available on the date of grant with constant rate maturity approximating the option’s expected life. Expected life is calculated based on historical
exercise behavior. Volatility over the expected tenn of the options is evaluated with consideration given to prior periods that may need to be
excluded based on events not likely to recur that had impacted PPL’s volatility in those prior periods. Managements expectations for future
volatility, considering potential changes to PPL’s business model and other economic conditions, are also reviewed in addition to the historical
data to determine the final volatility assumption. PPL had used historical volatility to value its stock options granted in 2010. Beginning in 2011,
PPL began using a mix of historic and implied volatility in response to the significant changes in its business model, moving from a primarily
unregulated to a primarily regulated business model, as a result of the acquisitions of LKE and WPD Midlands. The dividend yield is based on
several factors, including PPLs most recent dividend payment, as of the grant date and the forecasted stock price through 2013. The assumptions
used in the model were:

2012 2011 2010

Risk-free interest rate 1.13% 2.34% 2.52%
Expected option life 6.17 years 5.71 years 5.43 years
Expected stock volatility 20.60% 21.60% 28.57%
Dividend yield 5.00% 5.93% 5.61%
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The weighted-average grant date fair value of options granted was:

2012 2011 2010

(nL $ 248 $ 2.47 $ 4.70
L Energy Supply 2.51 2.47 4.73

i’PL Electric 2.50 2.47 4.62
LKE 2.51 2.47

Stock option activity for 2012 was:

Weighted
Weighted Average
Average Remaining Aggregate

Number Exercise Contractual Total Intrinsic
of Options Price Per Share Term Value

PPL
Outstanding at beginning ofpedod 7,530,198 $ 30.65

Granted 1,948,550 28.19
Exercised (263,094) 23.22
forfeited (81,109) 28.43

Outstanding at end of period 9,134,545 30.36 6.3 $ 9
Options exercisable at end of period 6,134,265 31.70 5.7 6

PPI Enerey Supply
Outstanding at beginning of period 1,690,153 $ 30.79

Transferred 176,070 31.90
Granted 483,740 28.19
Exercised (36,358) 24.35
forfeited (48,482) 29.34

Outstanding at end of period 2,265,123 30.45 6.1 $ 2
Options exercisable at end of period 1,529,711 31.80 4.9

PPL Electric
Outstanding at beginning of period 460,510 $ 31.05

Transferred (176,070) 31.90
Granted 100,590 28.22
Exercised (11,873) 25.67
forfeited (32,627) 27.07( 9isstanding as end of period 340,530 30.35 7.0

ptions exercisable at end of period 193,355 32.43 5.8

LICE
Outstanding at beginning of period 329,600 $ 25.77

Granted 354,490 28.17
Exercised (49,243) 25.74

Outstanding at end of period 634,847 27.11 8.6 $
Options exercisable at end of period 144.260 26,62 8.4

PPL received $6 million in cash from stock options exercised in 2012. The related tax savings were not significant for 2012. Substantially all
stock option awards are expected to vest.

The total intrinsic value of stock options exercised for the years ended December 31, 2012, 2011 and 2010 was not significant.

Compensation Expense

Compensation expense for restricted stock, restricted stock units, performance units and stock options accounted for as equity awards was as
follows:

2012 2011 2010

PPL $ 49 $ 36 $ 26
PPL Energy Supply 23 16 20
PPL Electric 11 $ 6
LKE 8 5
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The income tax benefit related to above compensation expense was as follows:

2012 2011 2010

(IL S 20 $ 15 $
L Energy Supply 10 6 8
LEleci.ric 4 3 3

LKE 4 2

The income tax benefit PPL realized from stock-based awards vested or exercised for 2012 was not significant.

At December 31, 2012, unrecognized compensation expense related to nonvested restricted stock, restricted stock units, performance units and
stock option awards was:

Weighted-
Unrecognized Average
Compensation Period for

Expense Recognition

PPL $ 27 2.1 years
PPL Energy Supply 11 2.4 years
PPL Electric 2 2.2 years
LEE 2 1.8 years

13. Re tirement and Postemployment Benefits

(‘PPL, PPL Energy Supply, f?L Electric, LKE, LG&E and KU)

Defined Benefits

Until January 1, 2012, the majority of PPL’s subsidiaries domestic employees were eligible for pension benefits under non-contributory defmed
benefit pension plans with benefits based on length of service and fmal average pay, as defmed by the plans. Effective January 1, 2012, PPL’s
domestic qualified pension plans were closed to newly hired salaried employees. Newly hired bargaining unit employees will continue to be
eligible under the plans based on their collective bargaining agreements. Salaried employees hired on or afler January 1, 2012 are eligible to
participate in the new PPL Retirement Savings Plan, a 401(k) savings plan with enhanced employer matching. PPL does not expect a significant
‘ar-term cost impact as a result of the change.

Until January 1,2012. employees of PPL Montana were eligible for pension benefits under a cash balance pension plan. Effective January 1,
2012, that plan also was closed to newly hired salaried employees. Newly hired bargaining unit employees will continue to be eligible under the
plan based on their collective bargaining agreements. Salaried employees hired on or after January 1, 2012 are eligible to participate in the new
PPL Retirement Savings Plan. PPL Montana does not expect a significant near-term cost impact as a result of the change.

The defmed benefit pension plans of LKE and its subsidiaries were closed to new salaried and bargaining unit employees hired after December
31, 2005. Employees hired after December 31, 2005 receive additional company contributions above the standard matching contributions to their
savings plans.

Employees of certain of PPL Energy Supply’s mechanical contracting companies are eligible for benefits under multiemployer plans sponsored by
various unions.

Effective April 1, 2010, PPL WW’s principal defmed benefit pension plan was closed to most new employees, except for those meeting specific
grandfathered participation rights. WPD Midlands was acquired by PPL WEM on April 1, 2011. WPD Midlands’ defmed benefit plan had been
closed to new members, except for those meeting specific grandfathered participation rights, prior to acquisition. New employees not eligible to
participate in the plan are offered benefits under a defmed contribution plan.

PPL and certain of its subsidiaries also provide supplemental retirement benefits to executives and other key management employees through
unfunded nonqualified retirement plans.
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The majority of employees of PPLs domestic subsidiaries will become eligible for certain health care and life insurance benefits upon retirement
through contributory plans. Postretirement health benefits may be paid from 401(h) accounts established as part of the PPL Retirement Plan and
the LG&E and KU Retirement Plan within the PPL Services Corporation Master Trust, funded VEBA trusts and company funds. Postretfrement
benefits under the PPL Montana Retiree Health Plan are paid from company assets. WPD does not sponsor any postretirement benefit plans other

)an pensions.

(PPL)

The following disclosures distinguish between the domestic (U.S.) and WPD (U.K.) pension plans.

Pension Benefits
U.S. U.K Other Postretirement Benefits

2012 2011 2010 2012 2011 2010 2012 2011 2010
PPL
Net periodic defined benefit costs

(credits):
Service cost $ 103 $ 95 $ 64 $ 54 $ 44 $ 17 $ 12 $ 12 $ 8
Interest cost 220 217 159 340 282 151 31 33 28
Expected return on plan assets (259) (245) (184) (458) (338) (202) (23) (23) (20)
Amortization of:

Transition (asset) obligation 2 5
Prior service cost 24 24 21 4 4 4 1 4
Actuarial (gain) loss 42 30 8 79 57 48 4 6 6

Net periodic defined benefit Costs
(credits) prior to settlement
charges and temuisation benefits 130 121 68 19 49 18 27 30 31

Settlement charges 11
Termination benefits (a)

____________ ____________ ____________

2 50
Net periodic defmed benefit costs

(credits) $ 141 $ 121 $ 68 $ 21 $ 99 $ 1$ $ 27 $ 30 $ 31

Other Changes in Plan Assets
and Benefit Obligations
Recognized in OCI and
Regulatory Assets/Liabilities -

Gross:
Settlements $ (11)

Net

(gain) loss 372 $ 117 $ 142 $ 1,073 $ 152 $ 17 $ 13 $ (9) $ 20
lior service cost
i(credit) 8 (1) 10 (71)

Amortization of:
Transition asset (2) (2) (5)
Prior service cost (24) (24) (21) (4) (4) (4) (1) (4)
Actuarial gain (loss) (42) (30) (7) (79) (57) (48) (4) (6) (6)

Acquisition of regttlatoiy assets/
liabilities:

Transition obligation 4
Prior service cost 31 6
Actuarial (gain) loss

___________ ___________

303 (2)
Total recognized in Oct and

regulatory assets/liabilities (b) 295 71 448 990 91 (35) 5 (7) (58)

Total recognized in net periodic
defmed benefit costs, oci and

regulatory assets/liabilities (b) $ 436 $ 192 $ 516 $ 1,011 $ 190 $ (17) $ 32 $ 23 $ (27)

(a) Related to the WPD Midlands separations in the U.K.
(b) WPD is not subject to accounting for the effects of certain types of regulation as prescribed by GAAP. As a result, WPD does not record regulatory assets/liabilities.

for PPL’s U.S. pension benefits and for other postretirement benefits, the amounts recognized in OCI and regulatory assets/liabilities for the years
ended December 31 were as follows:

U.S. Pension Benefits Other Postretirement Benefits
2012 2011 2010 2012 2011 2010

oci $ 181 $ 47 $ 84 $ 12 $ (6) $ (40)
Regulatory assets/liabilities 114 24 364 (7) (1) (1$)
Total recognized in oci and

regulatory assets/liabilities $ 295 $ 71 $ 448 $ 5 $ (7) $ (5$)
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service cost
Actuarial loss

Total

Amortization from Balance Sheet:
AOCI
Regulatory assetsJliabiities

Total

(PPL Energy Supply)

The estimated amounts to be amortized from AOCI and regulatory assets/liabilities into net periodic defmed benefit costs in 2013 are as follows:

Other
Pension Benefits Postretirement

U.S. U.K. Benefits

Pension Benefits

$ 22
78 $ 154 $ 6

$ 100 $ 154 $ 6

$ 43 $ 154 $ 3
57

_________________

3
$ 100 $ 154 $ 6

Other Postretirement Benefits
2010 2012 2011 2010

U.S. UJC.(a)

_____________________

2012 2011 2010 2012 2011

__________ __________ __________ __________

PPL Energy Supply
Net periodic defined benefit costs
(credits):
Service cost $ 6 $ 5 $ 4 $ 17 S 1 S I $ 1
Interest cost 7 7 7 151 1 1
Expected return on plan assets (9) (9) (7) (202)
Amortization of:

Prior service cost 4
Actuarial (gain) loss

2 2 2

___________ ___________

48

___________

Net periodic defined benefit costs
(credits) prior to settlement charges 6 5 6

_____________ _____________

1$ 2 2 2
Net periodic defined benefit costs

(credits) $ 6 S 5 $ 6 S 18 $ 2 S 2 $ 2

Other Changes in Plan Assets
and Benefit Obligations
Recognized in OCI:

Current year net (gain) loss $ 16 $ 7 $ 4 S 17 $ (2)
- Current year prior service credit $ (1)

‘Wollization of:
Prior service cost (4)
Actuarial gain (loss) (2) (2) (2)

____________ ____________

(48)

____________ ____________ ____________

Total recognized in OCI 14 5 2

____________ ____________

(35) (1) (2)

____________

Total recognized in net periodic

defined benefit costs and OCI $ 20 $ 10 $ 8 $ (17) $ 1 $ $ 2

(a) In January 2011, PPL Energy Supply distributed its membership interest in PPL Global to PPL Energy Supply’s parent. See Note 9 for additional infonnation.

Actuarial loss of $3 million related to PPL Energy Supplys U.S. pension plan is expected to be amortized from AOCI into net periodic defmed
benefit costs in 2013.

(LKE)

The following table provides the components of net periodic defmed benefit costs for LKEs pension and other postretirement benefit plans for the
years ended December 31, 2012, and 2011, and November 1, 2010 through December 31, 2010, for the Successor and January 1, 2010 through
October 31, 2010, for the Predecessor.
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Pension Benefits Other Postretirement Benefits
Successor Predecessor Successor Predecessor

2012 2011 2010 2010 2012 2011 2010 2010
LKE

flt
periodic defined benefit costs

•credits):
‘ érvice cost $ 22 $ 24 $ 4 $ 17 $ 4 $ 4 $ 1 $ 3

Interestcost 64 67 11 54 9 10 1 9
Expected return on plan assets (70) (64) (9) (45) (4) (3) (2)
Amortization of:

Transition obligation 2 2 1
Prior service cost 5 5 1 7 3 2 2
Actuarial (gain) loss 22 24 5 16 (1)

__________ __________ _____________

Net periodic defined benefit costs S 43 $ 56 $ 12 $ 49 S 13 $ 15 S 2 $ 13

Other Changes in Plan Assets
and Benefit Obligations
Recognized in OCI and
Regulatory Assets/Liabilities -

Gross:
Current year net (gain) loss $ 96 S 29 $ (22) $ 96 $ (11) $ (3) $ (2) $ 3
Current year prior service cost $ 11
Amortization of:

Transition obligation (2) (2) (2)
Prior service cost (5) (5) (1) (7) (3) (2) (1)
Actuarial gain (loss) (22) (24) (5) (16) 1

____________ ____________ _______________

Total recognized in OCI and
regulatory assets/liabilities 69 8 (28) 73 (15) 4 (2)

Total recognized in net periodic
defined benefit costs, OCI and regulatory

assets/liabilities S 112 $ 64 $ (16) S 122 $ (2) $ 19 $ $ 13

For LKE’s pension and other postretirement benefits, the amounts recognized in OCI and regulatory assets/liabilities are as follows at
December 31, 2012, 2011 and 2010 for the Successor, and at October 31, 2010 for the Predecessor.

Pension Benefits Other Postretirement Benefits
Successor Predecessor Successor Predecessor

2012 2011 2010 2010 2012 2011 2010 2010

OCI $ 34 S 1 S (8) 5 32 $ (1) $ 2 $ (1) $ (1)
Regulatory assets/liabilities 35 7 (20) 41 (14) 2 (1) 1
Total recognized in OCI and

regttlatoiy assets/liabilities $ 69 $ 8 $ (28) $ 73 S (15) $ 4 $ (2) S

The estimated amounts to be amortized from AOCI and regulatory assets/liabilities into net periodic defmed benefit costs for LKE in 2013 are as
follows.

Other
Pension Postretirement
Benefits Benefits

Prior service cost $ 5 $ 3
Actuarial loss 31 (1)

Total $ 36 $ 2

Amortization from Balance Sheet:
Regulatory assets/liabilities $ 36 $ 2

Tolsi $ 36 S 2

(LG&E)

The following table provides the components of net periodic defmed benefit costs for LG&E’s pension benefit plan for the years ended
December 31, 2012 and 2011, and November 1, 2010 through December 31, 2010, for the Successor and January 1, 2010 through October 31,
2010, for the Predecessor.
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Pension Benefits

Other Changes in Plan Assets and Benefit Obligations
Recognized in Regulatory Assets - Gross:

Current year net (gain) loss
Current year prior service cost
Amortization of:

Prior service Cost
Actuarial (loss)

Total recognized in regulatory assets

9

(2) (2)
(11) (II) (2)

5 11 (7)

Total recognized in net periodic defined benefit costs and regulatory assets $ 16 $ 22 $ (5) $ 18

The estimated amounts to be amortized from regulatory assets into net periodic defined benefit costs for LG&E in 2013 are as follows.

Prior service cost
Actuarial loss

Total

Pension
Benefits

$ 2
13

$ 15

(FPL, PPL Energy Supply and PPL Electric)

Net periodic defined benefit costs (credits) charged to operating expense, excluding amounts charged to construction and other non-expense(“counts were:

Pension Benefits

__________________________________

U.K. Other Postredrement Benefits
2012 2011 2010 2012 20H 2010(a) 2012 2011 2010

PPL
PPL Energy Supply
PPL Electric (b)

$ 119 $ 98 $
37 27
19 14

59 $
24
12

25 $ 82 $ 16 $ 22 $ 24 $ 27
16 6 7 12

(a) Asa result of PPL Energy Supply’s January 2011 distribution of its membership interest in PPL Global to its parent, PPL Energy Funding, these amounts are included in “Income
(Loss) from Discontinued Operations (net of income taxes)” on PPL Energy Supply’s Statements of Income. See Note 9 for additional information.

(b) PPL Electric does not directly sponsor any defmed benefit plans. PPL Electric was allocated these costs of defmed benefit plans sponsored by PPL Services, based on its
participation in those plans, which management believes are reasonable.

In the table above, for PPL Energy Supply, amounts include costs for the specific plans it sponsors and the following allocated costs of defmed
benefit plans sponsored by PPL Services, based on PPL Energy Supply’s participation in those plans, which management believes are reasonable:

Pension Benefits Other Postredrement Benefits
2012 2011 2010 2012 2011 2010

PPL Energy Supply $ 31 $ 23 S 19 S 5 $ 6 S 10

The following table provides net periodic defined benefit costs charged to operating expense for the years ended December 31, 2012, and 2011,
and November 1, 2010 through December 31, 2010, for the Successor and January 1, 2010 through October 31, 2010, for the Predecessor.

LG&E
et periodic defined benefit costs (credits):

ce cost
terest cost

Expected return on plan assets
Amortization of:

Prior service cost
Actuarial loss

Net periodic defmed benefit costs

Successor

$

2012 2011 2010

2$ 2
14 14 $ 2

(19) (18) (3)

11 11 2
$ 11 $ 11 $ 2

$ 18 S 15 $ (5)

Predecessor
2010

$ 1
12

(13)

6
$ 8

$ 18

(2)
(6)
10

U.S.

(LKE, LG&E and KU)
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Pension Benefits Other Postretirement Benefits
Successor Predecessor Successor Predecessor

2012 2011 2010 2010 2012 2011 2010 2010

ICE $ 31$ 40$ 9 $ 37 $ 9$ 11$ 2 $ 9
13 16 3 12 5 5 1 4

CU(a) $ 10 2 8 3 4 1 3

(a) KU does not directly sponsor any defined benefit plans. KU was allocated these costs of defmed benefit plana sponsored by LICE, based on its participation in those plans, which
management believes are reasonable.

In the table above, for LG&E, amounts include costs for the specific plans it sponsors and the following allocated costs of defmed benefit plans
sponsored by LKE, based on its participation in those plans, which management believes are reasonable.

Pension Benefits - Other Postretirement Benefits
Successor Predecessor Successor Predecessor

2012 2011 2010 2010 2012 2011 2010 2010

5$ 7$ 1 $ 6 $ 2$ 5$ 1 $ 4

U.S. U.K. Other Postretirement Benefits

Pension Benefits Other Postretirement Benefits
2012 2011 2012 2011

LICE
Discount rate 4.24% 5.08% 3.99% 4.7$%
Rate of compensation increase 4.00% 4.00% 4.00% 4.00%

LG&E
Discount rate 4.20% 5.00%
Rate of compensation increase N/A N/A

(PPL and PPL Energy Supply)

The following weighted-average assumptions were used to determine the net periodic defmed benefit costs for the year ended December 31.

Pension Benetits
U.S. U.K. Other Postretirement Benefits

2012 2011
PPL

Discount rate 5.06% 5.42%
Rate of compensation increase 4.02% 4.88%
Expected return on plan assets (a) 7.07% 7.25%

PPL Energy Supply
Discount rate 5.12% 5.47%
Rate of compensation increase 4.00% 4.75%
Expected rettu-It on plan assets (a) 7.00% 7.25%

2010 ‘ 2012 2011 2010

5.96% 5.24% 5.59% 5.59%
4.79% 4.00% 3.75% 4.00%
7.96% 7.17% 7.04% 7.91%

6.00% 5.59%
4.75% 4.00%
8.00% 7.91%

2012 2011 2010

4.80% 5.14% 5.47%
4.00% 4.90% 4.78%
5.99% 6.57% 6.90%

4.60% 4.95% 5.55%
4.00% 4.75% 4.75%

N/A N/A N/A

LG&E $

(PPL and PPL Energy Supply)

The following weighted-average assumptions were used in the valuation of the benefit obligations at December 31.

Pension Benefits

2012 2011 2012 2011 2012 2011
PPL

Discount rate 4.22% 5.06% 4,27% 5.24% 4.00% 4.80%
Rate of compensation increase 3.98% 4.02% 4.00% 4.00% 3.97% 4.00%

PPL Energy Supply
Discmmt rate 4.25% 5.12% 3.77% 4.60%
Rate of compensation increase 3.95% 4.00% 3.95% 4.00%

(LKE and LG&E)

The following table provides the weighted-average assumptions used in the valuation of the benefit obligations at December 31.
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(LICE and LG&E)

The following table provides the weighted-average assumptions used to determine the net periodic defmed benefit costs for the years ended
December 31, 2012, and 2011, and November 1,2010 through December 31, 2010, for the Successor and January 1,2010 through October 31,

10, for the Predecessor.

Pension Benefits Other Postretirement Benefits
Successor Predecessor successor Predecessor

2012 2011 2010 2010 2012 2011 2010 2010

Discount rate 509% 5.49% 5.40% 6.11% 4.78% 5.12% 4.94% 5.82%
Rste of compensation increase 4.00% 5.25% 5.25% 5.25% 4.00% 5.25% 5.25% 5.25%
Expecsedreturnonplanassess(s) 7.25% 7.25% 7.25% 7.75% 7.02% 7.16% 7.04% 7.20%

LG&E
Discount rate 5.00% 5.39% 5.28% 6.08%
Rate of compensation increase N/A N/A N/A N/A
Expectcd return on plan assets (a) 7.25% 7.25% 7.25% 7.75%

(PFL, PFL Energy Supply, LICE and LG&E)

(a) The expected long-term rates of return for PPUs, PPL Energy Supply’s, LKE’s and LG&E’s U.S. pension and other postretirement benefits have been developed using a best-
estimate of expected returns, volatilities and correlations for each asset class. The best estimates are based on historical pcrfortnance. future expectations and periodic portfolio
rebalancing among the diversified asset classes. PPL management corroborates these rates with expected long-term rates of retum calculated by its independent actuary, who
uses a building block approaclt tltst begins with a risk-free rate of return with factors being added such as inflation, duration, credit spreads and equity risk. Each plan’s specific
asset allocation is also considered in developing a reasonable return assumption.

The expected long-term rates of retum for PPL’s U.K. pension plans have been developed by PPL management with assistance from an independent actitasy using a best estimate
of expected returns, volatilities and correlations for each asset class. The best estimates are based on historical performance, future expectations and periodic ponfoho
rebalancing among Use diversified asset classes.

(PPL and PPL Energy Supply)

The following table provides the assumed health care cost trend rates for the year ended December 31:

2012 2011 2010
PPL and PPL Energy supply

Healrit care cost trend rate assumed for next year

•

- obligations 8.0% 8.5% 9.0%
- cost 8.5% 9.0% 8.0%

Rase to whicls Use cost trend rate is assumed so decline (Use sdtimate trend rate)
- obligations 5.5% 5.5% 5.5%
- cost 5.5% 5.5% 5.5%

Year Usat the rate reaches Use ultimate trend rate
-obligations 2019 2019 2019
-cost 2019 2019 2016

(LICE)

The following table provides the assumed health care cost trend rates for the years ended December 31, 2012, 2011 and November 1,2010
through Decetnber 31, 2010, for the Successor and January 1,2010 through October 31, 2010, for the Predecessor.

Successor Predecessor
2012 2011 2010 2010

LICE
Health care cost trend rate asamned for next year

- obligations 8.0% 8.5% 9.0% 7.8%
- cost 8.5% 9.0% 9.0% 8.0%

Rate to which the cost trend rate is asatuned to decline (the ultimate trend rate)
- obligations 5.5% 5.5% 5.5% 4.5%
- cost 5.5% 5.5% 5.5% 4.5%

Year that Ute rate reaches the ultOnate trend rate
-obligations 2019 2019 2019 2029
-cost 2019 2019 2019 2029
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(PPL and LKE)

A one percentage point change in the assumed health care costs trend rate assumption would have had the following effects on the other
ostretirement benefit plans in 2012:

One Percentage Point
Increase Decrease

Effect on accumulated postretirement benefit obligation
PPL $ 7 $ (6)
LKE 5 (4)

(PPL Energy Supply)

The effects on PPL Energy Supply’s other postretirement benefit plan would not have been significant.

(PPL)

The funded status of the PPL plans was as follows:

Pension Benefits
U.S. U.K Other Postretirement Benefits

2012 2011 2012 2011 2012 2011

Change in Benefit Obligation
Benefit Obligation, beginning of period $ 4,381 $ 4,007 $ 6,638 $ 2,841 $ 687 $ 667

Service cost 103 95 54 44 12 12
Interest cost 220 217 340 282 31 33
Participant contributions 15 11 6 5
Plan amendments $ (1) 10
Actuarial loss 546 220 1.081 257 31 6
Acquisition (a) 3,501
Settlements (25)
Termination benefits 50
Net transfer in (out) 12
Actual expenses paid (3)
Gross benefits paid (176) (166) (397) (309) (46) (47)
Federal subsidy 1

Currency conversion

143 (39)

_________________ _________________

nefit Obligation, end of period 5,046 4,381 7,888 6,638 722 687

‘Change in Plan Assets
Plan assets at fair value, beginning of period 3,471 2,819 6,351 2,524 391 360

Actual return on plan assets 432 349 476 444 42 38
Employer contributions 239 470 341 164 27 33
Participant contributions 15 11 5 5
Acquisition (a) 3,567
Settlements (25)
Actual expenses paid (2) (1)
Gross benefits paid (176) (166) (397) (309) (44) (45)

Currency conversion

________________ _________________

125 (50)

_________________ _________________

Plan assets at fair value, end of period 3,939 3,471 6,911 6,351 421 391

Funded Stanis, end of period $ (1,107) S (910) $ (977) $ (287) S (301) $ (296)

Amounts recognized in the Balance
Sheets consist of:

Noncurrent asset $ 130
Current liability $ (8) S (29) S (1) $ (1)

Noncurrent liability (1,099) ($81) S (977) (417) (300) (295)

Net amount recognized, end of period $ (1,107) S (910) S (977) $ (287) S (301) $ (296)

Amounts recognized in AOCI and
regulatory assets/liabilities (pre-tax)
consist of:

Transition obligation $ 2
Prior service cost (credit) $ 91 S 115 $ I $ 3 $ (7) (5)

Net actuarial loss 1,241 922 2,184 1.191 106 97

Total (b) S 1,332 S 1,037 S 2,185 5 1.194 S 99 S 94

Total accumulated benefit obligation

for defined benefit pension plans $ 4,569 $ 3,949 $ 7,259 $ 6,144
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(a) Includes the pension pians of WPD Midlands, which was acquired in 2011. See Note 10 for additional information.
(b) WPD is not subject to accounting for the effects of certain types of regulation as prescribed by GAAP. As a result, WPD does not record regulatory assets/liabilities.

For PPLs U.S. pension and other posfretirement benefit plans, the amounts recognized in AOCI and regulatory assets/liabilities at December 31
ere as follows:

U.S. Pension Benefits Other Postretirement Benefits
2012 2011 2012 2011

AOCI $ 659 $ 481 $ 59 $ 56
Regulatory assets/liabilities 673 556 40 38

Total $ 1,332 $ 1,037 $ 99 $ 94

All of PPL’s U.S. pension plans had projected and accumulated benefit obligations in excess of plan assets at December 31, 2012 and 2011. All of
PPLs other postretirement benefit plans had accumulated postretirement benefit obligations in excess of plan assets at December 31, 2012 and
2011.

for the U.K. pension plans of PPL WEM, projected benefit obligations of $4.3 billion were in excess of plan assets of $4.1 billion at December
31, 2012.

For the U.K. pension plans of PPL WW, projected and accumulated benefit obligations were in excess of plan assets at December31 as follows
(in billions):

2012 2011

Projected benefit obligation $ 3.6 $ 3.0
Accumulated benefit obligation 3.3 2.8
fair value of plan assets 2.8 2.6

(PPL Energy Supply)

The funded status of the PPL Energy Supply plans were as follows:

Pension Benefits
U.S. U.K Other Postretirement Benefits‘ 2012 2011 2012 2011 2012 2011

ange in Benefit Obligation
enefit Obligation, beginning of period $ 143 $ 121 $ 2,841 $ 17 $ 18

Service cost 6 5 1 1
Interest cost 7 7 1 1
Plan amendments (1)
Actuarial loss 23 13 (2)
Distribution to parent (a) (2,841)
Actual expenses paid (1)
Gross benefits paid (3) (3) (1)

_________________

Benefit Obligation, end of period 176 143 17 17

Change in Plan Assets
Plan assets at fair value, beginning of

period 132 106 2,524
Actual retssm on plan assets 16 14
Employer contributions 4 15
Distribution to parent (a) (2,524)
Gross benefits paid (3) (3)

Plan assets at fair value, end of period 149 132

ftmdedStatus,endofperiod $ (27) $ (11) $ $ (17) $ (17)

Amounts recognized in the Balance
Sheets consist of:

Current liability $ (1) $ (1)
Noncurrent liability $ (27) $ (11) (16) (16)

Net amount recognized, end of period $ (27) $ (11) $ (17) $ (17)
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Pension Benefits

Amounts recognized in AOCI(\(Ore-tax) consist of:
,‘or service Cost (credit)

Jet actuarial loss

Total

Total accumulated benefit obligation

tor defined benefit pension plans

U.S. U.K Other Postretirement Benefits
2012 2011 2012 2011 2012 2011

$ 1 $ (1)
S 52 38

_______ _______

2$ 2
$ 52$ 39 $ 1$ 2

$ 176 $ 143

(a) As a result of PPL Energy Supply’s January 2011 distribution of its membership interest in PPL Global to its parent, PPL Energy Funding, the flmded status and AOCI were
removed from the balance sheet in January 2011. See Note 9 for additional infonnation.

PPL Energy Supply’s pension plan had projected and accumulated benefit obligations in excess of plan assets at December 31, 2012 and
2011. PPL Energy Supply’s other postretirement benefit plan had accumulated postretirement benefit obligations in excess of plan assets at
December 31, 2012 and 2011.

hi addition to the plans it sponsors, PPL Energy Supply and its subsidiaries are allocated a portion of the flmded status and costs of the defmed
benefit plans sponsored by PPL Services based on their participation in those plans, which management believes are reasonable. The actuarially
determined obligations of current active employees are used as a basis to allocate total plan activity, including active and retiree costs and
obligations. Allocations to PPL Energy Supply resulted in liabilities at December 31 as follows:

2012 2011

Funded status of the pension plans
Oilier postretirement benefits

(LKE)

$ 268 $
60

204
51

The funded status of the LIKE plans was as follows.

Change in Benefit Obligation
nefit Obligation, beginning of period

,/ Service cost
Interest cost
Plan amendments
Actuarial loss (gain)
Gross benefits paid
Federal subsidy

Benefit Obligation, end of period 1,487 1,306

117
57

(48)
1,070

62
152
(48)
944

8
13

(11)
68

3
18

(12)
5$

Funded Status, end of period $ (417) $ (362) $ (141) $ (156)

Amounts recognized in the Balance
Sheets consist of:

Current liability
Noncurrent liability

Net amount recognized, end of period

$ (3)
(414)

$ (417)

$ (3)
(359)

$ (362)
$ (141) $ (156)
$ (141) $ (156)

Amounts recognized in AOCI and
regulatory assets/liabilities (pre-tax)
Consist of:

Transition obligation
Prior service cost
Net actuarial (gain) loss

Total

$ 2$
355

S 383

$ 34
280

S 314

S 11
(17)

$ (6)

$ 2
14
(7)

$ 9

Total accumulated benefit obligation

•for

defined benefit pension plans $ 1,319 $ 1,141

Pension Benefits Other Postretirement Benefits
2012 2011 2012 2011

Change in Plan Assets
Plan assets at fair value, beginning of period

Actual retsun on plan assets
Employer contributions
Gross benefits paid

Plan assets at fair value, end of period

S 1,306 $ 1,229 $ 214 $ 204
22 24 4 4
63 67 9 10

9 10
144 25 (8) (3)
(48) (4$) (11) (12)

I I
209 214

944 77$ 5$ 49
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At December 31, the amounts recognized in AOCI and regulatory assets/liabilities are as follows.
Pension Benefits Other Postrethement Benefits

2012 2011 2012 2011

AOCI $ 27 $ (7) $ 1
Regulatory assets/liabilities 356 321 $ (6) 8
Total $ 3$3 S 314 $ (6) $ 9

All of LIKE’s pension plans had projected and accumulated benefit obligations in excess of plan assets at December 31, 2012 and 2011. LKE’s
other postretirement benefit plan had accumulated postretirement benefit obligations in excess of plan assets at December 31, 2012 and 2011.

(LG&E)

The funded status of the LG&E plan was as follows.

Pension Benefits
2012 2011

Change in Benefit Obligation
Benefit Obligation, beginning of period $ 298 $ 274

Service cost 1
Interest cost 14 14
Plan amendments 9
Actuarial loss 32 14
Gross benefits paid (14) (15)

Benefit Obligation, end of period 331 298

Change in Plan Assets
Plan assets at fair value, beginning of period 256 217

Actual return on plan assets 32 16
Employer contributions 13 38
Gross benefits paid (14) (15)

Plan assets at fair value, end of period 287 256

funded Status, end of period $ (44) $ (42)

Amounts recognized in the Balance Sheets Consist of:
Noncurrent liability $ (44) $ (42)

4 “t amount recognized, end of period S (44) S (42)

Amounts recognized in regulatory assets (pre-tsx)
consist of:

Prior service cost S 17 $ 20
Net actuarial loss 123 115
Total $ 140 S 135

Total accumulated benefit obligation for defined benefit pension plan $ 32$ $ 292

LG&E’s pension plan had projected and accumulated benefit obligations in excess of plan assets at December 31, 2012 and 2011.

In addition to the plan it sponsors, LG&E is allocated a portion of the funded status and costs of certain defmed benefit plans sponsored by LKE
based on its participation in those plans, which management believes are reasonable. The actuarially determined obligations of current active
employees and retired employees are used as a basis to allocate total plan activity, including active and retiree costs and obligations. Allocations
to LG&E resulted in liabilities at December31 as follows.

2012 2011

Funded status of the pension plans S 58 $ 53
Other postretirement benefits $1 $7

(PFL and PPL Energy Supply,,)

PPL Energy Supply’s mechanical contracting subsidiaries make contributions to over 70 multiemployer pension plans, based on the bargaining
units from which labor is procured. The risks of participating in these rnu]tiemployer plans are different from single-employer plans in the
following aspects:
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• Assets contributed to the multiemployer pian by one employer may be used to provide benefits to employees of other participating
employers.

• If a participating employer stops contributing to the plan, the unfunded obligations of the plan may be borne by the remaining participating
employers.

V
• If PPL Energy Supply’s mechanical contracting subsidiaries choose to stop participating in some of their multiemployer plans, they may be

required to pay those plans an amount based on the unfunded status of the plan, referred to as a withdrawal liability.

PPL Energy Supply identified the Steamfitters Local Union No. 420 Pension Plan. EINIPIan Number 23-2004424/001 as the only significant plan
to which contributions are made. Contributions to this plan by PPL Energy Supply’s mechanical contracting companies were $5 million for 2012,
$5 million for 2011 and $4 miLlion for 2010. At the date the fmancial statements were issued, the Fonn 5500 was not available for the plan year
ending in 2012. Therefore, the following disclosures specific to this plan are being made based on the Form 5500s filed for the pian years ended
December 31, 2011 and 2010. PPL Energy Supply’s mechanical contracting subsidiaries were not identified individually as greater than 5%
contributors on the Form 5500s. However, the combined contributions of the three subsidiaries contributing to the plan had exceeded 5%. The
plan had a Pension Protection Act zone status of yellow and red, without utilizing an extended amortization period, as of December 31, 2011 and
2010. In addition, the plan is subject to a rehabilitation plan and surcharges have been applied to participating employer contributions. The
expiration date of the collective-bargaining agreement related to those employees participating in this plan is April 30, 2014. There were no other
plans deemed individually significant based on a multifaceted assessment of each plan. This assessment included review of the funded/zone status
of each plan and PPL Energy Supply’s potential obligations under the plan and the number of participating employers contributing to the plan.

PPL Energy Supply’s mechanical contracting subsidiaries also participate in multiemployer other postretirement plans that provide for retiree life
insurance and health benefits.

The table below details total contributions to all multiemployer pension and other postretirement plans, including the plan identified as significant
above. The contribution amounts fluctuate each year based on the volume of work and type of projects undertaken from year to year.

2012 2011 2010

Pension Plans $ 31 $ 36 $ 26
Other Postretfrernent Medical Plans 2$ 31 23

Total Contributions $ 59 $ 67 S 49

I
PPL Energy Supply maintains a liability for the cost of health care of retired miners of former subsidiaries that had been engaged in coal mining,

required by the Coal Industry Retiree Health Benefit Act of 1992. At December 31, 2012, the liability was $3 million. The liability is the net
df $67 million of estimated future benefit payments offset by $35 million of assets in a retired miners VEBA trust and an additional $29 million of
excess assets available in a Black Lung Trust that can be used to fund the health care benefits of retired miners.

(PPL Electric)

Although PPL Electric does not directly sponsor any defmed benefit plans, it is allocated a portion of the funded status and costs of plans
sponsored by PPL Services based on its participation in those plans, which management believes are reasonable. The actuarially determined
obligations of current active employees are used as a basis to allocate total plan activity, including active and retiree costs and
obligations. Allocations to PPL Electric resulted in liabilities at December31 as follows:

2012 2011

Funded status of the pension plans $ 237 $ 186
Other postretfresnent benefits 61 53
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(KU)

Although KU does not directly sponsor any defmed benefit plans, it is allocated a portion of the funded status and costs of plans sponsored by
based on its participation in those plans, which management believes are reasonable. The actuarially determined obLigations of current

1tive employees and retired employees of KU are used as a basis to allocate total plan activity, including active and retiree costs and
b1igations. Allocations to KU resulted in liabilities at December31 as follows.

2012 2011

funded status of the pension plans $ 104 $ 83
Other postretirement benefits 53 62

Plan Assets - U.S. Pension Plans

(PPL, PPL Energy Supply, LKE and LG&E,)

PPL’s primary legacy pension plan and the pension plan in which employees of PPL Montana participate are invested in the PPL Services
Corporation Master Trust that also includes a 40 1(h) account that is restricted for certain other postretirement benefit obligations. Through
December 31, 2011. the plans sponsored by LKE, including LG&Es plan, were invested in Pension Trusts that also included a 401(h) account that
is restricted for certain other postretirement benefit obligations. Effective January 1, 2012, the assets in the LKE Pension Trusts were transferred
into the PPL Services Corporation Master Trust. The investment strategy for the master trust is to achieve a risk-adjusted return on a mix of assets
that, in combination with PPL’s funding policy, will ensure that sufficient assets are available to provide long-term growth and liquidity for benefit
payments. The master trust benefits from a wide diversification of asset types, investment fund strategies and external investment fund managers,
and therefore has no significant concentration of risk.

The investment policy of the PPL Services Corporation Master Trust outlines investment objectives and defmes the responsibilities of the EBPB,
external investment managers, investment advisor and trustee and custodian. The investment policy is reviewed annually by PPLs Board of
Directors.

The EBPB created a risk management framework around the trust assets and pension liabilities. This framework considers the trust assets as
being composed of three sub-portfolios: the growth, immunizing and liquidity portfolios. The growth portfolio is comprised of investments that
generate a return at a reasonable risk, including equity securities, certain debt securities and alternative investments. The inununizing portfolio
consists of debt securities and derivative positions that will typically have long durations. The inmmnizing portfolio is designed to offset a portion

Cfthe
change in the pension liabilities due to changes in interest rates. The liquidity portfolio consists primarily of cash and cash equivalents.

Jarget allocation ranges have been developed for each portfolio on a plan basis based on input from external consultants with a goal of limiting
funded status volatility. The EBPB monitors the investments in each portfolio on a plan basis, and seeks to obtain a target portfolio that
emphasizes reduction of risk of loss from market volatility. In pursuing that goal, the EBPB establishes revised guidelines from time to
time. EBPB investment guidelines on a plan basis, as well as the weighted average of such guidelines, as of the end of 2012 are presented below.

The asset allocation for the trusts and the target allocation by portfolio, at December 31, are as follows:

PPL Services Corporation Master Trust

2012 Target Asset Allocation (a)
Percentage of trust assets Weighted
2012 (a) 2011 Average PPL Plans LKE Plans

Growth Portfolio 58% 57% 56% 55% 59%
Equity securities 31% 31%
Debt securities (b) 18% 17%
Alternative investments 9% 9%

Immuniziiig Portfolio 41% 41% 42% 43% 38%
Debt securities (b) 40% 40%
Derivatives 1% 1%

Liquidity Portfolio 1% 2% 2% 2% 3%

Total 100% 100% 100% 100% 100%
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(a) Allocations exclude consideration of cash for the WKE Bargaining Employees Retirement Plan and a guaranteed annuity contract held by the LG&E and KU Retirement Plan.
(b) Includes commingled debt funds, which PPL treats as debt securities for asset allocation purposes.

LG&E and KU Energy LLC Pension Trusts

Growth Portfolio
Equity securities
Debt securities (a)

Immunizing Portfolio
Debt securities (a) (b)

Liquidity Portfolio (b)

Total

Percentage
of trust assets

2011

54%
33%
21%
34%
34%
12%

100%

Target Asset
Allocation

2011

59%

38%

3%
100%

(a) Includes commingled debt funds, which LKE treats as debt securities for asset allocation purposes.
(b) The asset allocation for this portfolio was not within the established target range due to the transition of assets at the end of 2011 in anticipation of transfer into the PPL Services

Corporation Master Trust in January 2012.

(FFL Energy Supply)

PPL Montana, a subsidiary of PPL Energy Supply, has a pension plan whose assets are invested solely in the PPL Services Corporation Master
Trust, which is fully disclosed below. The fair value of this plan’s assets of $149 million at December 31, 2012 represents an interest of
approximately 4% in the master trust.

(LKE)

LKE has pension plans, including LG&E’s plan, whose assets, effective January 1, 2012, are invested solely in the PPL Services Corporation
Master Trust, which is fully disclosed below. The fair value of these plans’ assets of $1.1 billion at December 31, 2012 represents an interest of
approximately 26% in the master trust.

(LG&E). .LG&E has a pension plan whose assets, effective January 1, 2012, are invested solely in the PPL Services Corporation Master Trust, which is
lly disclosed below. The fair value of this plans assets of $287 million at December 31, 2012 represents an interest of approximately in the

iaster trust. At December 31, 2011, this plan’s assets were invested solely in the LG&E and KU Energy LLC Pension Trusts, which is also fully
disclosed below. The fair value of this plan’s assets of $256 million at December 31, 2011 represents an interest of approximately 26% in the
pension trust.

(FFL, FFL Energy Supply, LKE and LG&E)

The fair value of net assets in the U.S. pension pian trusts by asset class and level within the fair value hierarchy was:

PPL Services Corporation Master Trust
Cash and cash equivalents
Equity secitrities:

U.S.:
Large-cap
Smafl-cap
Commingled debt

International
Debt securities:

U.S. Treasury and U.S. government sponsored
agency

Residential/cotnmercial backed securities
Corporate
Other
Intemational

55$ 206 $ 352
124 124
676 56 620
557 184 373

371 247 $ 124
112 112
458 458
299 102 197

December 31, 2012 December 31, 2011
Fair Value Measurements Using Fair Value Measurements Using

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

S 84$ 84 $ 78$ 78

704 634 70 515 443 72
12 11$ 1 9 9

$74 847 27 446 439 $
24 23 1 10 10

7 7 6 6

7
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December 31, 2012 December 31, 2011
Fair Value Measurements Using

___________

Fair Value Measurements Using
Total Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3

Alternative investments:. Commodities 59 59
Real estate 93 93 85 85
Private equity 75 75 45 45
Hedge funds 125 125 92 92

Derivatives:
Interest rate swaps and swaptions 36 36 20 20
Other 2 2 5 5

Insurance contracts 42 42
Receivables 55 29 26 50 31 19
Payables (66) (55) (11)

___________

(4$) (40) (8)

___________

Total PPL Services Corporation Master Trust assets 4,041 1,262 2,633 146 2,553 973 1,528 52
401(h) account restricted for other

postretirement benefit obligations (102) (32) (66) (4) (26) (10) (16)

___________

Fair value - PPL Services Corporation Master
Trnstpension assets 3,939 1,230 2,567 142 2,527 963 1,512 52

(PPL, LKE and LG&E)

LG&E and KU Energy LLC Pension Trusts
Cash and cash equivalents 122 122
Equity securities:

U.S.:
Large-cap 220 220
Commingled debt 65 65

International 106 44 62
Debt sectrilies:

U.S. Treaswy 97 97
Corporate 342 342

Derivatives:
Total return swaps 4 ‘1

Insurance contracts 46 46
Total LG&E and KU Energy LLC

Pension Trusts assets 1,002 263 693 46
401(h) account restricted for other

postretfrement benefit obligations

___________ ___________ ___________ ___________

(58) (13) (45)

___________

Fair value - LG&E and KU Energy LLC
(?ension Trusts pension assets

____________ ____________ ____________ ____________

944 250 648 46

Fair value - total US. pension plans $ 3,939 5 1,230 $ 2,567 $ 142 $ 3,471 $ 1,213 $ 2,160 $ 98

A reconciliation of U.S. pension trust assets classified as Level 3 at December 31, 2012 is as follows:

Residential)
commercial

backed Corporate Private Insurance Other
securities debt equity contracts Debt Total

Balance at beginning of period $ 7 $ 45 $ 46 $ 98
Actual return on plan assets

Relating to assets still held
at the reporting date 1 10 3 14

Relating to assets sold during the period 2 2
Purchases, sales and settlements $ 1 21 20 (7) 35
Transfers from level 2 to level 3 $ 1
Transfers from level 3 to level 2

__________________

(4)

__________________ __________________ __________________

(3)

Balance at end of period $ I S 27 $ 75 S 42 $ I $ 146

A reconciliation of U.S. pension trust assets classified as Level 3 at December 31, 2011 is as follows:
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Residentiall
commercial

backed Corporate Private Insurance
securities debt equity contracts Other Total

ance at beginning of period $ 6 $ 10 $ 47 S 63
Actual return on plan assets

Relating to assets still held
at the reporting date (4) $ 3 7

Purchases, sales and settlements

__________________

5 27 (4)

__________________

28

Balance at end of period

_______________

$ 7 $ 45 $ 46 $ 98

(FPL, PPL Energy Supply, LKE and LG&E)

The fair value measurements of cash and cash equivalents are based on the amounts on deposit.

The market approach is used to measure fair value of equity securities. The fair value measurements of equity securities (excluding commingled
funds), which are generally classified as Level 1, are based on quoted prices in active markets. These securities represent actively and passively
managed investments that are managed against various equity indices.

Investments in commingled equity and debt funds are categorized as equity securities. These investments are classified as Level 2, except for
exchange-traded funds, which are classified as Level 1 based on quoted prices in active markets. The fair value measurements for Level 2
investments are based on firm quotes of net asset values per share, which are not considered obtained from a quoted price in an active market. For
the commingled equity funds, these securities represent investments that are measured against the Russell 1000 Growth Index, the Russell 1000
Index, the Russell 3000 Index and the MSCI EAFE Index. Commingled debt funds are described in greater detail in the following discussion of
debt securities.

The fair value measurements of debt securities are generally based on evaluated prices that reflect observable market information, such as actual
trade information for identical securities or for similar securities, adjusted for observable differences. Debt securities are generally measured
using a market approach, including the use of matrix pricing. Common inputs include reported trades; broker/dealer bidlask 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. For the PPL Services Corporation Master Trust, these securities
represent investments in securities issued by U.S. Treasury and U.S. government sponsored agencies; investments securitized by residential

4.mongages,
auto loans, credit cards and other pooled loans; investments in investment grade and non-investment grade bonds issued by U.S.

mpanies across several industries; investments in debt securities issued by foreign governments and corporations; and exchange traded funds as
lell as commingled fund investments. Investments in commingled funds include a fund that invests in a diversified portfolio of emerging market
debt obligations that is measured against the JP Morgan Elvifil Global Diversified Index, as well as funds that invest in investment grade long
duration fixed income securities that are measured against the Barclays Long A or Better Index. During the first ten months of 2011 for the
LG&E and KU Energy LLC Pension Trusts, debt securities within commingled trusts were measured against the Barclays Aggregated Bond Index
and the Barclays U.S. Government/Credit Long Index. During the last two months of 2011, the debt securities for the LG&E and KU Energy
LLC Pension Trusts were transitioned to debt securities similar to those within the PPL Services Corporation Master Trust. The debt securities,
excluding those in commingled funds, held by the PPL Services Corporation Master Trust at December 31, 2012 have a weighted-average coupon
of 3.49% and a weighted-average maturity of2l years.

Investments in commodities represent ownership of units of a commingled fund that is invested as a long-only, unleveraged portfolio of exchange-
traded futures and forward contracts in tangible commodities to obtain broad exposure to all principal groups in the global commodity markets,
including energies, agriculture and metals (both precious and industrial) using proprietary commodity trading strategies. The fund has daily
liquidity with a specified notification period. The fund’s fair value is based upon a unit value as calculated by the fund’s trustee.

Investments in real estate represent an investment in a partnership whose purpose is to manage investments in core U.S. real estate properties
diversified geographically and across major property types (e.g., office, industrial, retail, etc.). The manager is focused on properties with high
occupancy rates with quality tenants. This results in a focus on high income and stable cash flows with appreciation being a secondary
factor. Core real estate generally has a lower degree of leverage when compared with more speculative real estate investing strategies. The
partnership has limitations on the amounts that may be redeemed based on available cash to fund redemptions. Additionally, the general partner
may decline to accept redemptions when necessary to avoid adverse consequences for the partnership, including legal and tax implications, among
others. The fair value of the investment is based upon a partnership unit value.
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Investments in private equity represent interests in partnerships in multiple early-stage venture capital funds and private equity fund of funds that
use a number of diverse investment strategies. Four of the partnerships have limited lives of ten years, while the fifth has a life of 15 years, after
which liquidating distributions will be received. Prior to the end of each partnership’s life, the investment cannot be redeemed with the

artnership; however, the interest may be sold to other parties, subject to the general partner’s approval. The PPL Services Corporation Master
St has unfunded commitments of $73 million that may be required during the lives of the partnerships. Fair value is based on an ownership

.lterest in partners’ capital to which a proportionate share of net assets is attributed.

Investments in hedge funds represent investments in three hedge flmd of funds. Hedge funds seek a return utilizing a number of diverse
investment strategies. The strategies, when combined aim to reduce volatility and risk while attempting to deliver positive returns under all
market conditions. Major investment strategies for the hedge fund of funds include long/short equity, market neutral, distressed debt, and relative
value. Generally, shares may be redeemed on 90 days prior written notice. The funds are subject to short term lockups and have limitations on
the amount that may be withdrawn based on a percentage of the total net asset value of the fund, among other restrictions. All withdrawals are
subject to the general partner’s approval. The fair value for two of the funds has been estimated using the net asset value per share and the third
fund’s fair value is based on an ownership interest in partners’ capital to which a proportionate share of net assets is attributed.

The fair value measurements of derivative instruments 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. These securities primarily represent investments in interest rate swaps and swaptions (the option to enter into an interest rate
swap) which are valued based on the swap details, such as swap curves, notional amount, index and term of index, reset frequency, volatility and
payer/receiver credit ratings.

Receivables/payables classified as Level 1 represent investments sold/purchased but not yet settled. Receivables/payables classified as Level 2
represent interest and dividends earned but not yet received and costs incurred but not yet paid.

Insurance contracts, classified as Level 3, represent an investment in an inimediate participation guaranteed group annuity contract. The fair value
is based on contract value, which represents cost plus interest income less distributions for benefit payments and administrative expenses.

Plan Assets - U.S. Other Postrefirement Benefit Plans (PPL and LKE)

PPLs and LKE’s investment strategy with respect to its other postretirement benefit obligations is to fund VEBA trusts and/or 401(h) accounts
with voluntary contributions and to invest in a tax efficient manner. Excluding the 40 1(h) accounts included in the PPL Services Corporation
Master Trust in 2012 and LG&E and KU Energy LLC Pension Trusts in 2011 discussed in Plan Assets - U.S. Pension Plans above, PPLs and
LKEs other postretirement benefit plans are invested in a mix of assets for long-term growth with an objective of earning returns that provide

çquhty

as required for benefit payments. These plans benefit from diversification of asset types, investment fund strategies and investment fund
)anagers, and therefore, have no significant concentration of risk. Equity securities include investments in domestic large-cap commingled

funds. Ownership interests in commingled funds that invest entirely in debt securities are classified as equity securities, but treated by PPL and
LKE as debt securities for asset allocation and target allocation purposes. Ovnership interests in commingled money market funds that invest
entirely in money market securities are classified as equity securities, but treated by PPL and LIKE as cash and cash equivalents for asset allocation
and target allocation purposes. The asset allocation for the VEBA trusts and the target allocation, by asset class, at December31 are detailed
below.

Target Asset
Percentage of plan assets Allocation
2012 2011 2012

Asset Class
U.S. Equity securities 46% 41% 45%
Debt securities (a) 51% 53% 50%
Cash and cash equivalents (b) 3% 6% 5%

Total 100% 100% 100%

(a) Includes commingled debt funds and debt securities.
(b) hicludes commingled money market fund.
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The fair value of assets in the U.S. other postretirement benefit pians by asset class and level within the fair value hierarchy was:

December 31, 2012 December 31, 2011
Fair Value Measurement Using

____________

Fair Value Measurement Using

L\ Total Level 1 Level 2 Level 3 Total Level I Level 2 Level 3
Equity securities:

Large-cap $ 145 $ 145 $ 126 $ 126
Commingleddebt 119 119 121 121
Commingled money market ilmds 13 $ 13 20 20
Municipalities 41 41 40 40

Receivables

1

_____________

1

_____________ _____________ _____________ _____________ _____________

Total VEBA trust assets 319 13 306 307 307
401(h) account assets (a) 102 32 66 $ 4 84 $ 23 61

___________

Fair value - U.S. other postretirement
bcncfitplana $ 421$ 45$ 372$ 4$ 391$ 23$ 368

(a) LKE’s other postretirement benefit plan was invested primarily in a 401(h) account as disclosed in the PPL Services Corporation Master trust in 2012 and the LG&E and KU
Energy LLC Pension Trusts in 2011.

investments in large-cap equity securities represent investments in a passively managed equity index fund that invests in securities and a
combination of other collective finds that together track the performance of the S&P 500 index. Redemptions can be made daily on this flmd.

investments in commingled debt securities represent investments in a fund that invests in a diversified portfolio of investment grade long-duration
fixed income securities that are managed to track the Barclays U.S. Long Credit index, as well as a fimd that is tracked to the Barclays U.S. Long
Treasury index. Redemptions can be made weekly on these funds.

investments in commingled money market funds represent investments in a fund that invests prlinaflly in a diversified portfolio of investment
grade money market instruments, including, but not limited to, commercial paper, notes, repurchase agreements and other evidences of
indebtedness with a maturity not exceeding 13 months from the date of purchase. The primary objective of the fund is a high level of current
income consistent with stability of principal and liquidity. Redemptions can be made daily on this find.

investments in municipalities represent investments in a diverse mix of tax-exempt municipal securities.

Receivables represent interest and dividends earned but not received as well as investments sold but not yet settled.

Assets - U.K. Pension Plans (FPL)

the overall investment strategy of WPD’s pension plans is developed by each plan’s independent trustees in its Statement of investment Principles
compliance with the U.K. Pensions Act of 1995 and other U.K. legislation. The trustees’ primary focus is to ensure that assets are sufficient to met
members’ benefits as they fall due with a longer term objective to reduce investment risk. The investment strategy is intended to maximize
investment returns while not incurring excessive volatility in the finding position. WPD’s plans are invested in a wide diversification of asset type
fund strategies and fund managers and therefore have no significant concentration of risk. Commingled funds that consist entirely of debt securitie
are traded as equity units, but treated by WPD as debt securities for asset allocation and target allocation purposes. These include investments in
U.K. corporate bonds and U.K. gilts.

The asset allocation and target allocation at December31 of WPD’s pension plans are detailed below.
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Asset Class
ash and cash equivalents
uity securities

U.K.
European (excluding the U.K.)
Asian-Pacific
North American
Emerging markets
Currency
Global Tactical Asset Allocation

Debt securities (a)
Alternative investments

(a) Includes commingled debt funds.

6% 14% 6%
14% 5% 4%

5% 3%
5% 5%

3% 2% 5%
2% 1% 1%

18% 18%
51% 56% 52%

6% 7% 6%
100% 100% 100%

The fair value of assets in the U.K. pension plans by asset class and level within the fair value hierarchy was:

Cash and cash equivalents
Equity securities:

U.K. companies
European companies (excluding the U.K.)
Asian-Pacific companies
North American companies
Emerging markets companies
Currency
Global Tactical Asset Allocation
Commingled debt:

U.K. corporate bonds
U.K. gills
U.K. index-linked gilts

Alternative invesnnents:
‘ Real estate

Air value - U.K. pension plans

December 31, 2012
Fair Value Measurement_Using

____________

Total Level 1 Level 2 Level 3 Total

440 223 $ 217
956 720 236

Except for investments in real estate, the fair value measurements of WPD’s pension plan assets are based on the same inputs and measurement
techniques used to measure the U.S. pension plan assets described above.

investments in U.K. equity securities represent passively managed equity index funds that are measured against the FTSE All Share
index. Investments in European equity securities represent passively managed equity index funds that are measured against the FTSE Europe ex
U.K. Index. Investments in Asian-Pacific equity securities represent passively managed equity index funds that aim to outperform 50% FTSE
Asia Pacific ex-Japan Index and 50% FTSE Japan Index. Investments in North American equity securities represent passively managed index
funds that are measured against the FTSE North America Index. liwestments in emerging market equity securities represent passively managed
equity index funds that are measured against the MSCI Emerging Markets index. Investments in currency equity securities represent investments
in unitized passive and actively traded currency funds. The Global Tactical Asset Allocation strategy attempts to benefit from short-term market
inefficiencies by taking positions in worldwide markets with the objective to profit from relative movements across those markets.

Debt securities include investment grade corporate bonds of companies from diversified U.K. industries.

Investments in real estate represent holdings in a U.K. unitized fund that owns and manages U.K. industrial and commercial real estate with a
strategy of earning current rental income and achieving capital growth. The fair value measurement of the fund is based upon a net asset value per
share, which is based on the value of underlying properties that are independently appraised in accordance with Royal Institution of Chartered
Surveyors valuation standards at least annually with quarterly valuation updates based on recent sales of similar properties, leasing levels,
property operations and/or market conditions. The fund may be subject to redemption restrictions in the unlikely event of a large forced sale in
order to ensure other unit holders are not disadvantaged.

Percentage of plan assets
2012 2011

Total

Target Asset
Allocation

2012

5%

$ 14 $ 14

231
127

1,220

593
1,664
1,243

December 31, 2011
Fair Value Measurement Using

____________

Level 1 Level 2 Level 3

$ 313 $ 313

921 S 921
313 313
312 312
335 335
116 116

31 31
25 25

699 699
2,109 2,109

744 744

231
127

1,220

593
1,664
1,243

423

___________

423

___________

433

___________

433

___________

$ 6,911 $ 957 $ 5,954 $ 6.351 $ 313 $ 6,038
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Expected Cash Flows - U.S. Defined Benefit Plans (PPL)

PPL’s U.S. defmed benefit plans have the option to utilize available prior year credit balances to meet current and future contribution
requirements. However, PPL contributed $394 million to its U.S. pension plans in Januaiy 2013.

PL sponsors various non-qualified supplemental pension plans for which no assets are segregated from corporate assets. PPL expects to make
approximately $7 million of benefit payments under these plans in 2013.

PPL is not required to make contributions to its other postretirement benefit plans but has historically funded these plans in amounts equal to the
postretirement benefit costs recognized. Continuation of this past practice would cause PPL to contribute $24 million to its other postretirement
benefit plans in 2013.

The following benefit payments, which reflect expected future service, as appropriate, are expected to be paid and the following federal subsidy
payments are expected to be received by the separate plan trusts.

Other Postretirement
Expected

Benefit Federal
Pension Payment Subsidy

2013 $ 196 $ 49 $ 1
2014 206 53 1
2015 219 55 1
2016 232 58 1
2017 249 60 1
2018-2022 1,475 333 3

(PFL Energy Supply)

The PPL Montana pension plan has the option to utilize available prior year credit balances to meet current and future contribution
requirements. Therefore, no contributions are expected for 2013.

The following benefit payments, which reflect expected future service, as appropriate, are expected to be paid by the separate plan trusts.

Other
Pension Postretirement

13 S 45 1
2014 5 2
2015 6 2
2016 6 2
2017 7 2
2018-2022 48 12

(LKE)

LKE’s defmed benefit plans have the option to utilize available prior year credit balances to meet current and future contribution
requirements. However, LKE contributed $150 million to its pension plans in January 2013.

LKE sponsors various non-qualified supplemental pension plans for which no assets are segregated from corporate assets. LKE expects to make
$3 million of benefit payments under these plans in 2013.

LKE is not required to make contributions to its other postretirement benefit plan but has historically funded this plan in amounts equal to the
postretirement benefit costs recognized. Continuation of this past practice tvould cause LKE to contribute $12 million to its other postretirement
benefit plan in 2013.

The following benefit payments. which reflect expected future service, as appropriate, are expected to be paid and the following federal subsidy
payments are expected to be received by the separate plan trusts.
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Other Postredrement
Expected

Benefit Federal
Pension Payment Subsidy

13 $ 55 $ 13 $ 1
14 55 13

2015 58 14 1
2016 60 14
2017 65 14 1
2018-2022 399 77 2

(LG&E)

LG&Es defmed benefit plan has the option to utilize available prior year credit balances to meet current and future contribution
requirements. However, LG&E contributed $11 million to its pension plan in January 2013.

The following benefit payments, which reflect expected future service, as appropriate, are expected to be paid by the separate plan trust.

Pension

2013 $ 15
2014 15
2015 15
2016 16
2017 16
2018-2022 95

Expected Cash flows - U.K. Pension Plans (PPL)

The pension plans of WPD are subject to formal actuarial valuations every three years, which are used to determine funding requirements. Future
contributions for PPL WW were evaluated in accordance with the latest valuation performed as of March 31, 2010, in respect of PPL WW’s
principal pension plan, to determine contribution requirements for 2013 and forward. Future contributions for PPL WEM were evaluated in
accordance with the latest valuation performed as of June 30, 2011, in respect of PPL WEM’s principal pension plan, to determine contribution
requirements for 2013 and forward. WPD expects to make contributions of approximately $136 million in 2013. PPL WW and PPL WEM are
currently permitted to recover in rates approximately 75% of their deficit funding requirements for their primary pension plans.

(e following benefit payments, which reflect expected future service, as appropriate, are expected to be paid by the separate plan trusts.

Pension

2013 $ 379
2014 385
2015 393
2016 400
2017 406
2018-2022 2,141

Savings Plans (PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

Substantially all employees of PPL’s domestic subsidiaries are eligible to participate in deferred savings plans (401(k)s). Employer contributions
to the plans were:

2012 2011 2010

PPL $ 36 $ 31 S 23
PPL Energy Supply 12 11 10
PPL Electric 5 5 4
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Successor Predecessor
Iwo Months Ten Months

Year Ended Year Ended Ended Ended
December 31, December 31, December 31, October 31,

2012 2011 2010 2010

$ 12 $ 11 $ $ 9
6 5 1 4
6 6 1 4

The increase for PPL in 2012 and 2011 is primarily the result of PPLs acquisition of LKE and the employer contributions related to the
employees of that company and its subsidiaries under their existing plans.

(FF1, FF1 Energy Supply and FF1 Electric)

Employee Stock Ownership Plan

Certain PPL subsidiaries sponsor a non-leveraged ESOP in which domestic employees, excluding those of PPL Montana, LKE and the
mechanical contractors, are enrolled on the first day of the month following eligible employee status. Dividends paid on ESOP shares are treated
as ordinary dividends by PPL. Under existing income tax laws, PPL is permitted to deduct the amount of those dividends for income tax purposes
and to contribute the resulting tax savings (dividend-based contribution) to the ESOP.

The dividend-based contribution is used to buy shares of PPL’s common stock and is expressly conditioned upon the deductibility of the
contribution for federal income tax purposes. Contributions to the ESOP are allocated to eligible participants accounts as of the end of each year,
based 75% on shares held in existing participants’ accounts and 25% on the eligible participants’ compensation.

Compensation expense for ESOP contributions was $8 million in 2012, 2011 and 2010. These amounts were offset by the dividend-based
contribution tax savings and had no impact on PPL’s earnings.

PPL shares within the ESOP outstanding at December 31, 2012 were 7,857,222, or 1% of total common shares outstanding, and are included in all
EPS calculations.

Separation Benefits

Certain

PPL subsidiaries provide separation benefits to eligible employees. These benefits may be provided in the case of separations due to
“rformance issues, loss ofjob related qualifications or organizational changes. Until December 1, 2012, certain employees separated were
.iigible for cash severance payments, outplacement services, accelerated stock award vesting, continuation of group health and welfare coverage,
and enhanced pension and postretirement medical benefits. As of December 1, 2012, separation benefits for certain employees were changed to
eliminate accelerated stock award vesting and enhanced pension and postretirement medical benefits. Also, the continuation of group health and
welfare coverage was replaced with a single sum payment approximating the dollar amount of premium payments that would be incurred for
continuation of group health and welfare coverage. Separation benefits are recorded when such amounts are probable and estimable.

Separation benefits were not significant in 2012 and 2010.

See Note 10 for separation benefits recorded in 2011 in connection with a reorganization following the acquisition of WPD Midlands.

(FF1, FPL Energy Supply, FF1 Electric and LKE,)

Health Care Reform

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.
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Beginning in 2013, provisions within Health Care Reform eliminate 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, in 2010:

• PPL recorded income tax expense of $8 million; and
PPL Energy Supply recorded income tax expense of $5 million.

Other provisions within Health Care Reform that apply to PPL and its subsidiaries include:

• an excise tax, beginning in 2018, imposed on high-cost plans providing health coverage that exceeds certain thresholds;
• a requirement to extend dependent coverage up to age 26; and
• broadening the eligibility requirements under the federal Black Lung Act.

PPL and its subsidiaries have evaluated the provisions of Health Care Reform and have included the applicable provision in the valuation of those
benefit plans that are impacted. The inclusion of the various provisions of Health Care Reform did not have a material impact on the fmancial
statements. 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.

14. Jointly Owned Facilities

(PPL, PFL Energy Supply, LKE, LG&E and KU)

At December 31, 2012 and 2011, the Balance Sheets reflect the owned interests in the facilities listed below.

Construction
Ownership Other Accumulated tVork

Interest Electric Plant Property Depreciation in Progress
PPL

December 31. 2012
Generating Plants

Susquehanna 9000% $ 4,628 $ 3,530 $ 65
Conetnaunji 1625% 23$ 122 30
Keystone 12.34% 206 $2 3
Ttiinble County Units I & 2 75.00% 1,279 112 43

Merrill Creek Reservoir 8.37% $ 15

“December 31, 2011
benerating Plants

Susquehanna 90.00% $ 4,608 $ 3,496 $ 42
Coneinaugli 16.25% 233 115 14
Keystone 12.34% 198 69 3
Trflnble County Units 1 & 2 75.00% 1,245 61 35

Merrill Creek Reservoir 8.37% $ 22 15

PPL Eneruy Supply
December 31, 2012
Generating Plants

Susquehanna 90.00% $ 4,628 $ 3,530 $ 65
Conemaugh 16.25% 238 122 30
Keystone 12.34% 206 82 3

Merrill Creek Reservoir 8.37% $ 22 15

December 31, 2011
Generating Plants

Susquehanna 90.00% $ 4,608 $ 3,496 $ 42
Conemaugls 16.25% 233 115 14
Keystone 12.34% 198 69 3

Merrill Creek Reservoir 8.37% $ 22 15
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Construction
Ownership Other Accumulated tVork

Interest Electric Plant Property Depreciation in Progress
LICE

December 31. 2012
enerating Plants

Trünble County Unit 1 75.00% S 304 $ 33 S 10
Ttimble County Unit 2 75.00% 975 79 33

December 31. 2011
Generating Plants

Trimble County Unt I 75.00% $ 297 S 19 $ 11
Trimble County Unit 2 75.00% 948 42 24

LG&E
December 31, 2012
Generating Plants

E.W. Brown Units 6-7 38.00% $ 40 $ 5
Paddy’s Run Unit 13 & E.W. Brown UnitS 53.00% 46 3
Trimble County Unit 1 75.00% 304 33 $ 10
Tumble County Unit 2 14.25% 198 14 13
Trimble County Units 5-6 29.00% 29 2
Trimble County Units 7-10 37.00% 68 6 2
Cane Run Unit 7 CCGT 22.00% 16

December 31, 2011
Generating Plants

E.W. Brown Units 6-7 38.00% $ 39 $ 3
Paddy’s Run Unit 13 & E.W. Brown Unit 5 53.00% 44 2 $ 5
Trimble County Unit 1 75.00% 297 19 11
Trimble County Unit 2 14.25% 190 7 7
Ttimble County Units 5-6 29.00% 31 1
Trimble County Units 7-10 37.00% 64 4 1

KU
December 31, 2012
Generating Plants

E.W. Brown Units 6-7 62.00% $ 64 $ 7 $ 1
Paddy’s Run Unit 13 & E.W. Brown Unit 5 47.00% 42 2
Ttimble County Unit 2 60.75% 777 65 20
Trimble County Units 5-6 71.00% 70 4
Trimble County Units 7-10 63.00% 116 10 2
Cane Run Unit 7 CCGT 78.00% 53

December 31, 2011
Generating Plants

E.W. Brown Units 6-7 62.00% S 64 S 5
Paddy’s Run Unit 13 & E.W. Brown UnitS 47.00% 39 2 $ 4
Trimble County Unit 2 60.75% 758 35 17
Ttimble County Units 5-6 71,00% 66 2 4
Trnnble County Units 7-10 63.00% 109 6 5

Each subsidiary owning these interests provides its own funding for its share of the facility. Each receives a portion of the total output of the
generating plants equal to its percentage ownership. The share of fuel and other operating costs associated with the plants is included in the
corresponding operating expenses on the Statements of Income.

In addition to the interests mentioned above, at December 31, 2012 and 2011, PPL Montana has a 50% leasehold interest in Colstrip Units 1 and 2
and a 30% leasehold interest in Coistrip Unit 3 under operating leases. See Note 11 for additional information. At December 31, 2012 and 2011,
NorthWestern owned a 30% interest in Colstrip Unit 4. PPL Montana and NorthWestern have a sharing agreement that governs each party’s
responsibilities and rights relating to the operation of Colstrip Units 3 and 4. Under the terms of that agreement, each party is responsible fot 15%
of the total non-coal operating and construction costs of Colstrip Units 3 and 4, regardless of whether a particular cost is specific to Coistrip Unit 3
or 4, and is entitled to take up to the same percentage of the available generation from Units 3 and 4.
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15. C ommitments and Contingencies

Energy Purchases, Energy Sales and Other Commitments

“Niergy Purchase Commitments

(PPL and PPL Energy Supply,)

PPL Energy Supply enters into long-term energy and energy related contracts which include commitments to purchase:

Maximum
Maturity

Contract Type Date

fuels (a) 2023
Limestone 2030
Natural Gas Storage 2015
Natural Gas Transportation 2032
Power, excluding wind 2017
REC5 2038
Wind Power 2027

(a) PPL Energy Supply enters into long-tenn purchase contracts to supply the coal requirements for its coal-fired generation facilities. As a result of lower electricity and natural gas
prices, coal unit utilization has decreased. To mitigate the risk of exceeding available coal storage, PPL Energy Supply incurred pre-tax charges of $29 million during 2012 to
reduce its 2012 and 2013 contracted coal deliveries. These charges were recorded to “Fuel” on the Statement of Income.

(ffL, LKE, LG&E and KU)

LG&E and KU enter into purchase contracts to supply the coal and natural gas requirements for generation facilities and LG&E’s gas supply
operations. These contracts include the following commitments:

Maximum
Maturity

Contract Type Date

Coal 2017
.Doal Transportation and Fleeting Services 2023( tural Gas Storage 2013
- ,rural Gas Transportation 2024

LG&E and KU have a power purchase agreement with OVEC expiring in June 2040. Pursuant to the OVEC power purchase contract, LG&E and
KU are responsible for their pro-rata share of certain obligations of OVEC under defmed circumstances. These potential liabilities include unpaid
OVEC indebtedness as well as shortfall amounts in certain excess deconmissioning costs and other post-employment and post-retirement benefit
costs other than pension. LKE’s proportionate share of OVECs outstanding debt was $135 million at December 31, 2012, consisting of LG&Es
share of $93 million and KU’s share of $42 million. Future obligations for power purchases from OVEC are unconditional demand payments,
comprised of annual minimum debt service payments, as well as contractually required reimbursement of plant operating, maintenance and other
expenses as follows:

LG&f KU Total

2013 $ 21 $ 9 $ 30
2014 21 9 30
2015 21 9 30
2016 22 10 32
2017 22 10 32
Thereafter 612 272 884

$ 719 $ 319 $ 1,038

In addition, LG&E and KU had total energy purchases under the OVEC power purchase agreement for the periods ended as follows:
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Successor Predecessor
Two Months Ten Months

Year Ended Year Ended Ended Ended
December 31, December 31, December 31, October 31,

2012 2011 2010 2010

$ 20$ 22$ 4 $ 17
KU 9 10 2 7
Total $ 29 $ 32 $ 6 $ 24

(PPL and PPL Electric)

In 2009. the PUC approved PPL Electric’s procurement plan for the period January 2011 through May 2013. To date, PPL Electric has conducted
all of its 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. In May 2012, PPL Electric filed a plan with the PUC to
purchase its electricity supply for default customers for the period June 2013 through May 2015. The PUC subsequently approved PPL Electric’s
plan on January 24, 2013. The approved plan proposes that PPL Electric procure this electricity through competitive solicitations conducted twice
each plan year beginning in April 2013.

(FFL Electric)

See Note 16 for information on the power supply agreements between PPL EnergyPlus and PPL Electric.

Energy Sales Commitments

(PPL and PPL Energy Supply)

In connection with its marketing activities or hedging strategy for its power plants, PPL Energy Supply has entered into long-term power sales
contracts that extend into 2019, excluding long-term renewable energy agreements that extend into 2038.

(PPL Energy Supply)

See Note 16 for information on the power supply agreements between PPL EnergyPlus and PPL Electric.

PL Montana Hydroelectric License Commitments (PPL and PPL Energy Supply)

- PPL Montana owns and operates 11 hydroelectric facilities and one storage reservoir licensed by the FERC under long-term licenses pursuant to
the federal Power Act. Pursuant to Section 8(e) of the federal Power Act, the FERC approved the transfer from Montana Power to PPL Montana
of all pertinent licenses in connection with the Montana Asset Purchase Agreement.

The Ken Dam Project license (50-year term) was issued by the FERC jointly to Montana Power and the Confederated Salish and Kootenai Tribes
of the Flathead Nation in 1985, and requires PPL Montana (as successor licensee to Montana Power) to hold and operate the project for at least 30
years (to 2015). Between 2015 and 2025, the tribes have the option to purchase, hold and operate the project for the remainder of the license tenn,
which expires in 2035. While the tribes have indicated their intent to exercise the option at the earliest possible date, PPL Montana cannot predict
if and when this option will be exercised. The license also requires PPL Montana to continue to implement a plan to mitigate the impact of the
Ken Dam on fish, wildlife and their habitats. Under this arrangement, PPL Montana has a remaining commitment to spend $6 million between
2013 and 2015, in addition to the annual rent it pays to the tribes.

PPL Montana entered into two Memoranda of Understanding (MOUs) with state, federal and private entities related to the issuance in 2000 of the
FERC renewal license for the nine darns comprising the Missouri-Madison project. The MOUs are periodically updated and renewed and require
PPL Montana to implement plans to mitigate the impact of its projects on fish, wildlife and their habitats, and to increase recreational
opportunities. The MOUs were created to maximize collaboration between the parties and enhance the possibility to receive matching funds from
relevant federal agencies. Under these arrangements, PPL Montana has a remaining commitment to spend $30 million between 2013 and 2040.
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Legal Matters

(PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

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

WKE Indemnification (PPL and LKE)

See footnote (1) to the table in “Guarantees and Other Assurances” below for information on an LIKE indemnity relating to its former WKE lease,
including related legal proceedings.

(PPL and PPL Energy Supply)

Montana Hydroelectric LitiRation

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 certain 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 Pacfficorp 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 $6 million for 2007 compensation. Those unpaid amounts accrue
interest at 10% per year. The Montana District Court also deferred determination of compensation for 200$ 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 ofjudgment and a stay of the

Board’s authority to assess compensation for 200$ 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), representing estimated rental compensation for the first
quarter of 2010 and prior years, including interest. Rental compensation was estimated for periods subsequent to 2007. 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.”

li-i August 2010, PPL Montana filed a petition for a writ of certiorari with the U.S. Supreme Court requesting review of this matter. In June 2011,
the U.S. Supreme Court granted PPL Montana’s petition, and in February 2012 issued a decision overturning the Montana Supreme Court decision
and remanded the case to the Montana Supreme Court for further proceedings consistent with the U.S. Supreme Court’s opinion. As a result, in
the fourth quarter of 2011 PPL Montana reversed its total loss accrual of $89 million ($53 million after-tax) which had been recorded prior to the
U.S. Supreme Court decision. The amount reversed was recorded on the Statement of Income as a $75 million credit to “Other operation and
maintenance” and a $14 million credit to “Interest Expense.” PPL Montana believes the U.S. Supreme Court decision resolves certain questions of
liability in this case in favor of PPL Montana and leaves open for reconsideration by Montana courts, consistent with the fmdings of the U.S.
Supreme Court, certain other questions. In April 2012, the case was returned by the Montana Supreme Court to the Montana First Judicial District
Court. Further proceedings have not yet been scheduled by the District Court. PPL Montana has concluded it is no longer probable, but it
remains reasonably possible, that a loss has been incurred. While unable to estimate a range of loss, PPL Montana believes that any such amount
would not be material.
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Bankruptcy of SMGT

In October 2011, SMGT, a Montana cooperative and purchaser of electricity under a long-term supply contract with PPL EnergyPlus expiring in
,,,June 2019 (SMGT Contract), filed for protection under Chapter 11 of the U.S. Bankruptcy Code in the U.S. Bankruptcy Court for the District of

Nontana. At the time of the bankruptcy filing, SMGT was PPL EnergyPlus’ largest unsecured credit exposure. This contract was accounted for
i NPNS by PPL EnergyPlus.

The SMGT Contract provided for fixed volume purchases on a monthly basis at established prices. Pursuant to a court order and subsequent
stipulations entered into between the SMGT bankruptcy trustee and PPL EnergyPlus, since the date of its Chapter 11 filing through January 2012,
SMGT continued to purchase electricity from PPL EnergyPlus at the price specified in the SMGT Contract and made timely payments for such
purchases, but at lower volumes than as prescribed in the SMGT Contract. In January 2012, the trustee notified PPL EnergyPlus that SMGT
would not purchase electricity under the SMGT Contract for the month of February. In March 2012, the U.S. Bankruptcy Court for the District of
Montana issued an order approving the request of the SMGT trustee and PPL EnergyPlus to terminate the SMGT Contract. As a result, the
SMGT Contract was terminated effective April 1, 2012, allowing PPL EnergyPlus to resell to other customers the electricity previously contracted
to SMGT.

PPL EnergyPlus’ receivable under the SMGT Contract, representing non-performance by SMGT prior to termination of the SMGT Contract,
totaled approximately $21 million at December 31, 2012, which has been fully reserved.

In July 2012, PPL EnergyPlus filed its proof of claim in the SMGT bankruptcy proceeding. The total claim, including the above receivable, is
approximately $375 million, predominantly an unsecured claim representing the value for energy sales that will not occur as a result of the
termination of the SMGT Contract. No assurance can be given as to the collectability of the claim, thus no amounts have been recorded in the
2012 fmancial statements.

PPL Energy Supply cannot predict any amount that it may recover in connection with the SMGT bankruptcy or the prices and other terms on
which it will be able to market to third parties the power that SMGT witl not purchase from PPL EnergyPlus due to the termination of the SMGT
Contract.

Notices of Intent to Sue Colstrip Owners

In July 2012, PPL Montana received a Notice of Intent to Sue for violations of the Clean Aft Act at Colstrip Steam Electric Station (Notice) from
counsel on behalf of the Sierra Club and the MEIC. An Amended Notice was received on September 4, 2012, and a Second Amended Notice was
received in October 2012. A Supplemental Notice was received in December 2012. The Notice, Amended Notice, Second Amended Notice, and

I upplemental Notice (the Notices) were all addressed to the Owner or Managing Agent of Colstrip, and to the other Colstrip co-owners: Avista
1brporation, Puget Sound Energy, Portland General Electric Company, NorthWestern Energy and PacifiCorp. The Notice alleges certain

violations of the Clean Air Act, including New Source Review, Title V and opacity requirements. The Amended Notice alleges additional opacity
violations at Colstrip. and the Second Amended Notice alleges additional Title V violations. The Supplemental Notice includes additional New
Source Review Claims. All four notices state that Sierra Club and TvIEIC will request a United States District Court to impose injunctive relief
and civil penalties, require a beneficial environmental project in the areas affected by the alleged air pollution and require reimbursement of Sierra
Club’s and IVIEIC’s costs of litigation and attorney’s fees. Under the Clean Air Act, lawsuits cannot be filed until 60 days afler the applicable
notice date. PPL is evaluating the allegations set forth in the Notices and cannot at this time predict the outcome of this matter.

Regulatory Issues

(FPL, PFL Electric, LKE, LG&E and KU)

See Note 6 for information on regulatory matters related to utility rate regulation.

Enactment of financial Reform Legislation (PPL, f?L Ener Supply, PPL Electric, LKE, LG&E and KU)

The Dodd-frank Act became effective in July 2010 and includes provisions that impose derivative transaction reporting requirements and require
most over-the-counter derivative transactions to be executed through an exchange and to be centrally cleared. The Dodd-Frank Act also provides
that the U.S. Commodity Futures Trading Commission (CFTC) may impose collateral and margin requirements for over-the-counter derivative
transactions, as well as capital requirements for certain entity classifications. Final rules on major provisions in the Dodd-Frank Act are being
established through rulernakings. The rulemakings are scheduled to become effective at different times beginning with the October 12, 2012
effective date of the definitional rule for the term “swap”. In particular, the CFTC’s Final Rule (Final Rule), defming key terms such as “swap
dealer” and “major swap participant”, took effect with the effectiveness of the swap definitional rule.
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The heightened thresholds and requirements for these entity classifications set forth in the final Rule resulted in the Registrants currently being
designated neither swap dealers nor major swap participants. The Dodd-Frank Act and its implementing regulations, however, will impose on the
Registrants significant additional and costly recordkeeping and reporting requirements. Also, the Registrants could face significantly higher
operating costs or may be required to post additional collateral if they or their counterparties are subject to capital or margin requirements as

(timately adopted in the implementing regulations of the Dodd-Frank Act. The Registrants will continue to evaluate the provisions of the Dodd
ranic Act and its implementing regulations. At this time, the Registrants cannot predict the impact that the law or its implementing regulations

will have on their businesses or operations, or the markets in which they transact business, but could incur significant costs related to compliance
with the Dodd-Frank Act.

(PPL, PPL Energy Supply and PPL Electric)

New Jersey Capacity Legislation

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 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 PJM
capacity market to incent necessary generation investment throughout PJM. In February 2011, the PJM Power Providers Group (P3), an
organization in which PPL is a member, filed a complaint before the FERC seeking changes in PJMs capacity market rules designed to ensure
that subsidized generation, such as the generation that may result from the implementation of the LCAPP, will not be able to 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 PJM’s capacity rules consistent with a significant portion of P3’s requested changes. Several parties have
filed appeals of the FERC’s order. PPL, PPL Energy Supply and PPL Electric cannot predict the outcome of this proceeding or the economic
impact on their businesses or operations, or the markets in which they transact business.

In addition, in February 2011, PPL, and several other generating companies and utilities filed a complaint in U.S. District 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. In October 2011, the court denied the BPU’s motion to dismiss the proceeding. In September 2012, the U.S. District Court denied all
summary judgment motions, and the litigation is continuing. Trial is scheduled to begin in March 2013. PPL, PPL Energy Supply and PPL

LJectric
cannot predict the outcome of this proceeding or the economic impact on their businesses or operations, or the markets in which they

ansact business.

Maryland Capacity Order

In April 2012, the Maryland Public Service Commission (MD PSC) ordered three electric utilities in Maryland to enter into long-term contracts to
support the construction of new electric generating facilities in Maryland, specifically a 661 MW natural gas-fired combined-cycle generating
facility to be oned by CPV Maryland, LLC. PPL believes the intent and effect of the action by the MD PSC is to encourage the construction of
new generation in Maryland even when, under the FERC-approved PJM economic model, such new generation would not be economic. The MD
PSC action could depress capacity prices in PJM in the short term, impacting PPL Energy Supply’s revenues, and harm the long-term ability of the
PJM capacity market to encourage necessary generation investment throughout PJM.

In April 2012, PPL and several other generating companies filed a complaint in U.S. District Court in Maryland challenging the Ivil) PSC order on
the grounds that it violates well-established principles under the Supremacy and Commerce clauses of the U.S. Constitution. In this action, the
plaintiffs request declaratory and injunctive relief barring implementation of the order by the Commissioners of the IvD PSC. In August 2012, the
court denied the MD PSC and CPV Maryland, LLC motions to dismiss the proceeding and the litigation is continuing. Trial is scheduled to begin
in March 2013. PPL. PPL Energy Supply, and PPL Electric cannot predict the outcome of this proceeding or the economic impact on their
businesses or operations, or the markets in which they transact business.
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Pacific Northwest Markets (FPL and FPL Energy Supply)

Through its subsidiaries, PPL Energy Supply made spot market bilateral sales of power in the Pacific Northwest during the period from December
2000 through June 2001. Several parties subsequently claimed refunds at FERC as a result of these sales. In June 2003, the FERC terminated

floceedings to consider whether to order refunds for spot market bilateral sales made in the Pacific Northwest, including sales made by PPL
ontana, during the period December 2000 through June 2001. In August 2007, the U.S. Court of Appeals for the Ninth Circuit reversed the

FERCs decision and ordered the FERC to consider additional evidence. In October 2011, FERC initiated proceedings to consider additional
evidence. At June 30, 2012, there were two remaining claims against PPL Energy Supply totaling $73 million. In July 2012, PPL Montana and
the City of Tacoma, one of the parties claiming refunds at FERC, reached a settlement whereby PPL Montana would pay $75 thousand to resolve
the City of Tacoma’s $23 million claim, $9 million of which represents interest. The settlement does not resolve the remaining claim outstanding
at December 31, 2012 of approximately $50 million.

Although PPL and its subsidiaries believe they have not engaged in any improper trading or marketing practices affecting the Pacific Northwest
markets, PPL and PPL Energy Supply cannot predict the outcome of the above-described proceedings or whether any subsidiaries will be the
subject of any additional governmental investigations or named in other lawsuits or refund proceedings. Consequently, PPL and PPL Energy
Supply cannot estimate a range of reasonably possible losses, if any, related to this matter.

(FFL, PFL Energy Supply, PPL Electric, LKE, LG&E and KLJ9

FERC Market-Based Rate Authority

In 1998, the FERC authorized LG&E, KU and PPL EnergyPlus to make wholesale sales of electric power and related products at market-based
rates. In those orders, the FERC directed LG&E, KU and PPL EnergyPlus, respectively, to 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 LG&E, KU, 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 June 2011, FERC
approved PPL’s market-based rate update for the Eastern and Western regions. Also, in June 2011, PPL filed its market-based rate update for the
Southeast region, including LG&E and KU in addition to PPL EnergyPlus. In June 2011, the FERC issued an order approving LG&E’s and KU’s
request for a determination that they no longer be deemed to have market power in the BREC balancing area and removing restrictions on their
market-based rate authority in such region.

Currently, a seller granted FERC market-based rate authority 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
‘iay institute prospective action, but any contracts entered into pursuant to the F ERC’s market-based rate authority remain in effect and are
)nerany 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. At this time, PPL. PPL Energy Supply, PPL Electric, LKE. LG&E and KU cannot predict the impact
of these court decisions on the FERC’s future market-based rate authority program or on their businesses.

Electric Reliability Standards

The 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.

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. Under the federal Power Act, the FERC may assess civil penalties of up to $1 million per day, per
violation, for certain violations.

LG&E, KU ,PPL Electric and certain subsidiaries of PPL Energy Supply monitor their compliance with the Reliability Standards and continue to
self-report potential violations of certain applicable reliability requirements and submit accompanying mitigation plans, as required. The
resolution of a number of potential violations is pending. My Regional Reliability Entity (including RFC or SERC) determination concerning the
resolution of violations of the Reliability Standards remains subject to the approval of the NERC and the FERC.
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In the course of implementing their programs 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. The Registrants cannot predict the outcome of these
matters, and cannot estimate a range of reasonably possible losses, if any, other than the amounts currently recorded.

October 2012, the FERC issued a Notice of Proposed Rulemaking (NOPR) concerning Reliability Standards for Geomagnetic
Asturbances. The FERC proposes to direct NERC to submit for approval Reliability Standards that address the impact of geomagnetic

disturbances on the reliable operation of the bulk-power system, including one or more measures to protect against damage to the bulk-power
system, such as the installation of equipment that blocks geomagnetically induced currents on implicated transformers, if the NOPR is adopted by
the FERC, it is expected to require the Registrants either or both to make significant expenditures in new equipment or modifications to their
facilities. The Registrants are unable to predict whether the NOPR will be adopted as proposed by the FERC or the amount of any expenditures
that may be required as a result of the adoption of any Reliability Standards for geomagnetic disturbances.

Settled Litigation (PPL and PPL Energy Supply)

Spent Nuclear Fuel Litination

In May 2011, PPL Susquehaima entered into a settlement agreement with the U.S. Government relating to PPL Susquehanna’s lawsuit, seeking
damages for the Department of Energy’s failure to accept spent nuclear fuel from the PPL Susquehanna plant. PPL Susquehanna recorded credits
totaling $56 million to “Fuel” on the Statement of Income in 2011 to recognize recovery, under the settlement agreement, of certain costs to store
spent nuclear fuel at the Susquehaima plant. The amounts recorded through September 2011 cover costs incurred from 199$ through December
2010. PPL Susquehanna is eligible to receive payment of annual claims for allowed costs, as set forth in the settlement agreement, that are
incurred through December 31, 2013. In exchange, PPL Susquehanna has waived any claims against the United States government for costs paid
or injuries sustained related to storing spent nuclear fuel at the Susquehanna plan through December 31, 2013.

Environmental Matters - Domestic

(FFL, PPL Energy Supply, FPL Electric, LKE, LG&E and KU)

Due to the environmental issues discussed below or other environmental matters, it may be necessary for the Registrants to modif’, curtail,
replace or cease operating certain facilities or operations to comply with statutes, regulations and other requirements of regulatory bodies or
courts. In addition, legal challenges to new environmental permits or rules add to the uncertainty of estimating the future cost impact of these
permits and rules.

G&E

and KU are entitled to recover, through the ECR mechanism, certain costs of complying with the Clean Air Act as amended and those
deral, state, or local environmental requirements which apply to coal combustion wastes and by-products from facilities utilized for production

bf energy from coal in accordance with their approved compliance plans. Costs not covered by the ECR for LG&E and KU and all such costs for
PPL Electric are subject to rate recovery before their respective state regulatory authorities, or the FERC, if applicable. Because PPL Electric
does not own any generating plants, its exposure to environmental compliance costs is reduced. As PPL Energy Supply is not a rate regulated
entity, it does not have any mechanism for seeking rate recovery of environmental compliance costs. PPL, PPL Electric, LKE. LG&E and KU can
provide no assurances as to the ultimate outcome of future environmental or rate proceedings before regulatory authorities.

(PFL, FFL Energy Supply, LKE, LG&E and KU)

Air

CSAPR (formerly Clean Air Transport Rule,) and CAIR

In July 2011, the EPA adopted the CSAPR, which was intended to finalize and rename the Clean Air Transport Rule (Transport Rule) proposed in
August 2010. The CSAPR replaced the EPA’s previous CAIR which was invalidated by the U.S. Court of Appeals for the District of Columbia
Circuit (the Court) in July 200$. CAIR subsequently was effectively reinstated by the Court in December 2008, pending fmalization of the
Transport Rule. Like CAIR, CSAPR only applied to PPL’s fossil-fueled generating plants located in Kentucky and Pennsylvania.
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Tn December 2011, the Court stayed implementation of the CSAPR and left CA in effect pending a final decision on the validity of the rule. In
August 2012, the Court issued a ruling invalidating CSAPR, remanding the rule to the EPA for further action, and leaving CAW in place during
the interim. A further revised rule is not expected from the EPA for at least two years.

CSAJR was meant to facilitate attainment of ambient air quality standards for ozone and fme particulates by requiring reductions in sulfur
Joxide and nitrogen oxides emissions. The CSAPR established new sulfur dioxide and nitrogen oxide emission allowance cap and trade

programs that were more restrictive than previously under CAIR. The CSAPR provided for two-phased programs of sulfur dioxide and nitrogen
oxide emissions reductions, with initial reductions in 2012 and more stringent reductions in 2014.

The Kentucky fossil-fueled generating plants can meet the CAII{ sulfur dioxide emission requirements by utilizing sulfur dioxide allowances
(including banked allowances). To meet nitrogen oxide standards, under the CAW, the Kentucky companies will need to buy allowances and/or
make operational changes. LG&E and KU do not cunently anticipate that the costs of meeting these reinstated CAIR requirements or standards
will be significant.

PPL Energy Supply’s Pennsylvania fossil-fueled generating plants can meet the CAIR sulfur dioxide emission requirements with the existing
scrubbers that were placed in service in 200$ and 2009. To meet nitrogen oxide standards, under the CAIR, PPL Energy Supply will need to buy
allowances and/or make operational changes, the costs of which are not anticipated to be significant.

National Ambient Air Quality Standards

In addition to the reductions in sulfur dioxide and nitrogen oxide emissions required under the CAIR for its Pennsylvania and Kentucky plants,
PPL’s fossil-fueled generating plants, including those in Montana, 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 fme particulates.

In 2010, the EPA fmalized 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 achieve attainment by 2017. For areas that
are in attahmient or that are unclassifiable, states are required to develop maintenance plans by mid-2013 that demonstrate continued
attainment. In December 2012, the EPA issued fmal rules that strengthen the particulate standards. Under the final rule, states and the EPA have
until the end of 2014 to identif’ initial non-attainment areas, and states have until 2020 to achieve attainment status for those areas. States can
request an extension to 2025 to comply with the rule. Until particulate matter and sulfur dioxide maintenance and compliance plans are
developed, PPL, PPL Energy Supply, LKE, LG&E and KU cannot predict which of their facilities may be located in a non-attainment area and
what measures would be required to achieve attainment status.

PPL Energy Supply, LKE, LG&E and KU anticipate that some of the measures required for compliance with the CAR, the MATS, or the
egional Haze requirements, such as upgraded or new sulfur dioxide scrubbers at some of their plants and, in the case of LG&E and KU, the

reviously announced retirement of coal-fired generating units at the Cane Run, Green River and Tyrone plants, will help to achieve compliance
with the new one-hour sulfur dioxide standard. If additional reductions were to be required, the fmancial impact could be significant.

Mercu,y and Other Hazardous Air Pollutants

In May 2011, the EPA published a proposed regulation providing for stringent reductions of mercury and other hazardous air pollutants. In
February 2012, the EPA published the final rule, knon as the MATS, with an effective date of April 16, 2012. The rule is being challenged by
industry groups and states. The EPA issued a proposed rule in November 2012 reconsidering limited aspects of its MATS and New Source
Performance Standards (NSPS) to which PPL responded with comments.

The rule provides for a three-year compliance deadline with the potential for a one-year extension as provided under the statute. Based on their
assessment of the need to install pollution control equipment to meet the provisions of the proposed nile, LG&E and KU filed requests with the
KPSC for environmental cost recovery to facilitate moving forward with plans to install environmental controls including chemical additive and
fabric-filter baghouses to remove certain hazardous air pollutants. Recovery of the cost of certain controls was granted by the KPSC in December
2011. See Note 6 for information on LG&E’s and KU’s anticipated retirement of certain coal-fired electric generating units in response to this and
other environmental regulations. With the publication of the final MATS rule, LG&E and KU are currently assessing whether any revisions of
their approved compliance plans will be necessary.
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With respect to PPL Energy Supply’s Pennsylvania plants, PPL Energy Supply believes that certain coal-fired plants may require installation of
chemical additive systems, the cost of which is not expected to be significant. With respect to PPL Energy Supply’s Montana plants,
modifications to the current air pollution controls installed on Colstrip may be required, the cost of which is not expected to be significant. For the
Corefte plant, PPL Energy Supply announced in September 2012 its intention, beginning in April 2015, to place the plant in long-term reserve

tus, suspending the plant’s operation due to expected market conditions and the costs to comply with the MATS requirements. The Corette
1i ant asset group’s canying amount at December 31, 2012 was approximately $68 million. Although the Corette plant asset group was not
determined to be impaired at December 31, 2012, it is reasonably possible that an impairment could occur in future periods as higher priced sales
contracts settle, adversely impacting projected cash flows. PPL Energy Supply, LG&E and KU are continuing to conduct in-depth reviews of the
MATS, including the potential implications to scrubber wastewater discharges. See the discussion of effluent limitations guidelines and standards
below.

Regional Hae and J’isibilitj’

In January 2012, the EPA proposed limited approval of the Pennsylvania regional haze State Implementation Plan (PA SIP). That proposal would
essentially approve PPL’s analysis that further particulate controls at PPL Energy Supply’s Pennsylvania plants are not warranted. The limited
approval does not address deficiencies of the state plan arising from the remand of the CAIR. Previously, the EPA had determined that
implementation of the CA requirements would meet regional haze requirements.

In 2012, the EPA finalized a rule providing that implementation of the CSAPR would also meet the Best Available Retrofit Technology (BART)
requirements for sulfur dioxide and nitrogen oxides. This rule also addresses the PA SW deficiency arising from the CAIR remand. However, in
August 2012, the U.S. Court of Appeals for the District of Columbia Circuit (Court) vacated and remanded the CSAPR back to the EPA for
further rulemaking (as discussed above). In September 2012, several environmental groups filed a petition for review with the Court challenging
the EPA’s approval of the PA SIP. At this time, it is not known whether the EPA will reinstate its previous determination that CAIR satisfies the
BART requirement or will require states to conduct source-specific BART studies.

In Montana, the EPA Region 8 developed the regional haze plan as the Montana Department of Enviromnental Quality declined to develop a
BART state implementation plan at this time. PPL submitted to the EPA its analyses of the visibility impacts of sulfur dioxide, nitrogen oxides
and particulate emissions for Colstrip Units I and 2 and Corette. PPL’s analyses concluded that further reductions are not warranted, except that
the EPA concurred with the installation of Separated Overfire Air (SOFA) and lime injection for Units 1 and 2. PPL has also submitted data and
analyses of various air emission control options under the rules to reduce air emissions related to the non-BART-affected emission sources of
Colstrip Units 3 and 4. The analyses show that any incremental reductions would not be cost-effective and that further analysis is not warranted.

In September 2012, the EPA issued its fmal Federal Implementation Plans (FIP) for the Montana regional haze rule. The final FTP indicated that

additional
controls were required for Corette or Coistrip Units 3 and 4 but proposed tighter limits for Corette and Colstrip Units I and 2. PPL

,nergy Supply expects to meet these tighter permit limits at Corette without any significant changes to operations, although other requirements
have led to the planned suspension of operations at Corette beginning in April 2015. See “Mercury and Other Hazardous Air Pollutants”
discussion above. Under the final FTP, Colstrip Units I and 2 will require additional controls, including the possible installation of an SNCR and
other technology, to meet more stringent nitrogen oxide and sulfur dioxide limits. The cost of these potential additional controls, if required,
could be significant. In November 2012, PPL filed a petition for review of the Montana Regional Haze FTP with the U.S. Court of Appeals for the
Ninth Circuit. Environmental groups have also filed a petition for review. The two matters have been consolidated, and the parties have agreed to
a briefmg schedule.

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 SIP to the EPA which requires the Mill Creek plant to reduce its sulfuric acid mist emissions from Units 3 and 4, the costs of which
are not expected to be significant. After approval of the Kentucky SIP by the EPA and revision of the Mill Creek plant’s air permit under Title V,
LG&E intends to install sorbent injection controls at the plant to reduce sulfuric acid mist emissions.

New Source Revieii’ (NSR)

The EPA has continued its NSR enforcement efforts targeting coal-fired generating plants. The EPA has asserted that modification of these plants
has increased their emissions and, consequently, that 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 in the early
2000s 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
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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. In May and November 2012, PPL Montana received information requests from the EPA regarding
projects undertaken during the Spring 2012 maintenance outage at Coistrip Unit 1. In September 2012, PPL Montana received an information
request from the Montana Department of Enviromnental Quality regarding the Unit 1 and other projects. PPL and PPL Energy Supply cannot

edict the outcome of these matters, and cannot estimate a range of reasonably possible losses, if any.

In addition, in August 2007, LG&E received information requests for the Mill Creek and Trimble County plants, and KU received requests for the
Glient plant, but they have received no further communications from the EPA since providing their responses. PPL, LICE, LG&E and KU cannot
predict the outcome of these matters, and cannot estimate a range of reasonably possible losses, if any.

In March 2009, KU received a notice alleging that KU violated certain provisions of the Clean Air Act’s rules governing NSR and prevention of
significant deterioration by installing sulfur dioxide scrubbers and 5CR controls at its Ghent plant 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 on this matter. In September 2012, the parties reached a tentative settlement addressing
the Ghent NSR matter and a September 2007 notice of violation alleging opacity violations at the plant. A consent decree was lodged in the U.S.
District Court for the Eastern District of Kentucky in December 2012. PPL, LICE and KU cannot predict the outcome of this matter until the
consent decree is entered by the Court. but currently do not expect such outcome to result in costs in excess of amounts already accrued, which
amounts are not material.

If PPL subsidiaries are found to have violated NSR regulations, PPL, PPL Energy Supply, LKE, LG&E and KU 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 enviromnental groups also have provided notice of their intention to initiate enforcement actions and litigation alleging violations of the
NSR regulations by coal-fired generating plants. See “Legal Matters” above for information on a notice of intent to sue received in July 2012 (and
amended multiple times thereafter) by PPL Montana and other owners of Colstrip. PPL, PPL Energy Supply, LKE, LG&E and KU are unable to
predict whether such actions will be brought against any of their other plants.

Co/strip and Corette Air Permits (PPL and PPL Ener Supplj)

Tn January 2013, Earthjustice, on behalf of the Sierra Club and the MEIC filed an administrative appeal with the Board of Environmental Review,
setting forth challenges to certain components of the Title V permits for Colstrip and Corette. These challenges include: 1) the regional haze( ‘quirements should have been included in the Title V permits for Corette and Colstrip; 2) the MATS requirements should have been included in
Je Title V permits for Corette and Colstrip; 3) the particulate monitoring methodology is inadequate at Corette and Colstrip; and 4) sulfur dioxide

monitoring is inadequate at Corette. PPL Montana intends to participate in this proceeding and cannot predict its outcome.

On January 31, 2013, the Sierra Club and the MEIC alleged identical claims in their joint petition to the EPA, requesting that the EPA object to
the IvIDEQ’s issuance of Colstrip’s and Corette’s Title V permits. PPL Montana cannot predict the outcome of this parallel matter pending before
the EPA.

TC2 Air Permit (PPL, LKE, LG&E and KU)

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 fmal 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 fmal ruling on the pending petition and all available appeals are exhausted, PPL, LICE, LG&E and KU cannot
predict the outcome of this matter or the potential impact on the capital costs of this project, if any.
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(PPL, PPL Energy Supply, LKE, LG&E and KU)

Global Climate Change

ere is concern nationally and internationally about global climate change and the possible contribution of GHG emissions including, most
gnificantly, carbon dioxide, from the combustion of fossil fuels. This has resulted in increased demands for carbon dioxide emission reductions

from investors, enviromnental 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 actively considered in 2009-2010, such legislation has not significantly progressed. Since that time,
although the U.S. House of Representatives passed legislation attempting to bar the EPA from regulating GHG emissions under the existing
authority of the Clean Air Act, the Senate never took up the legislation. The timing and elements of future federal legislation addressing GHG
emission reductions are uncertain at this time.

Greenhouse Gas Regulations and Tort Litigation

As a result of the April 2007 U.S. Supreme Court decision that the EPA has authority under the Clean Aft Act to regulate GHG emissions from
new motor vehicles, in April 2010, the EPA and the U.S. Department of Transportation issued new light-duty vehicle emissions standards that
apply beginning with 2012 model year vehicles. The EPA also clarified that this standard, beginning in 2011, authorized regulation of GHG
emissions from stationary sources under the NSR and Title V operating permit provisions of the Clean Air Act. As a result, any new sources or
major modifications to existing GHG sources causing a net significant emissions increase requires the BACT permit limits for GHGs. The rules
were challenged, and in June 2012, the U.S. Court of Appeals for the District of Columbia Circuit upheld the EPA’s regulations. In December
2012, the Court denied petitions for rehearing pertaining to the Court’s June 2012 opinion.

In addition, in April 2012, the EPA proposed NSPS for carbon dioxide emissions from new coal-fired generating units, combined-cycle natural
gas units, and integrated gasification combined-cycle units. The proposal would require new coal plants to achieve the same stringent limitations
on carbon dioxide emissions as the best performing new gas plants. There presently is no commercially available technology to allow new coal
plants to achieve these limitations and, as a result, the EPA’s proposal would effectively preclude future construction of new coal-fired
generation. In December 2012, the U.S. Court of Appeals for the District of Columbia Circuit dismissed consolidated challenges to the NSPS
holding that the proposed rule is not a fmal agency action. The EPA is expected to fmalize the NSPS for new sources in early 2013.

the regional level, ten northeastern states signed a Memorandum of Understanding (MOU) agreeing to establish a GHG emission cap-and-trade
)ogram, 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, by 2019, in carbon dioxide emissions from base levels.

Pennsylvania has not stated an intention to join the RGGI, but enacted the Pennsylvania Climate Change Act of 200$ (PCCA). The PCCA
established a Climate Change Advisory Committee to advise the PADEP on the development of a Climate Change Action Plan. In December
2009, the Advisory Committee fmalized its Climate Change Action Report and identified 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 that would, if enacted, accelerate solar supply requirements and restrict eligible solar proj ects to those located in
Pennsylvania. PPL and PPL Energy Supply cannot predict at this time whether this legislation will be enacted.

Eleven western states and certain Canadian provinces established the Western Climate Initiative (WCI) in 2003. The WCI established a goal of
reducing carbon dioxide emissions by 15% below 2005 levels by 2020 and developed GHG emission allocations, offsets, and reporting
recoimnendations. Montana was once a partner in the WCI, but by 2011 withdrew, along with several other western states.

350



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. Tn December 2009, the Kentucky Climate Action Plan Council was established to develop an action plan addressing potential GHG
reductions and related measures. To date, the state has not issued a fmal plan. The impact of any such plan is not now determinable, but the costs

comply with the plan could be significant.

A number of lawsuits have been filed asserting common law claims including nuisance, trespass and negligence against various companies with
GHG emitting plants, 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 June 2011, the U.S. Supreme Court overturned the lower court and held that such federal common law claims were
displaced by the Clean Air Act and regulatory actions of the EPA. In addition, in Comer v. Murphy Oil (Comer case), the U.S. Court of Appeals
for the Fifth Circuit (Fifth Circuit) declined to overturn a district court ruling that plaintiffs did not have standing to pursue state common law
claims against companies that emit GHGs. The complaint in the Corner case named the previous indirect parent of LKE as a defendant based
upon emissions from the Kentucky plants. In January 2011, the Supreme Court denied a petition to reverse the Fifth Circuit’s ruling. In May
2011, the plaintiffs in the Corner case filed a substantially similar complaint in federal district court in Mississippi against 87 companies, including
KU and three other indirect subsidiaries of LKE, under a Mississippi statute that allows the re-filing of an action in certain circumstances. hi
March 2012, the Mississippi federal court granted defendants’ motions to dismiss the state common law claims because plaintiffs had previously
raised the same claims, plaintiffs lacked standing, plaintiffs’ claims were displaced by the Clean Air Act, and other grounds. In April 2012,
plaintiffs filed a notice of appeal in the fifth Circuit. Additional litigation in federal and state courts over these issues is continuing. PPL, LKE
and KU cannot predict the outcome of this litigation or estimate a range of reasonably possible losses, if any.

In 2012, PPL’s power plants emitted approximately 70 million tons of carbon dioxide compared with 74 million tons in 2011. The totals reflect 35
million tons from PPL Generation and 35 million tons from LG&E’s and KU’s generating fleet. All tons are U.S. short tons (2,000 pounds/ton).

Renewable Energy Legislation (PPL, PPL Energy Supply, LKE, LG&E and KU)

There has been interest in renewable energy legislation at both the state and federal levels, federal legislation on renewable energy is not
expected to be introduced this year. In Pennsylvania. bills were recently introduced in both the Senate and House amending the existing AEPS to
accelerate the current solar generation obligation, but no action was taken before the end of the 2011-2012 legislative session. Future bills are
expected calling for an increase in AEPS Tier I (renewable resources, such as wind and solar) obligations and to create a $25 million permanent
funding program for solar. Bills have also been introduced in Montana to add hydropower as a qualified source to the renewable portfolio
standard.

PPL Energy Supply, LKE, LG&E and KU believe there are fmancial, regulatory and logistical uncertainties related to the implementation of
renewable energy mandates that will need to be resolved before the impact of such requirements on them can be estimated. Such uncertainties,
among others, include the need to provide back-up supply to augment intermittent renewable generation, potential generation over-supply that
could result from such renewable generation and back-up, impacts to PJM’s capacity market and the need for substantial changes to transmission
and distribution systems to accoimnodate renewable energy sources. These uncertainties are not directly addressed by proposed legislation. PPL
and PPL Energy Supply cannot predict at this time the effect on their merchant plants’ future competitive position, results of operation. cash flows
and fmancial position of renewable energy mandates that may be adopted, although the costs to implement and comply with any such
requirements could be significant.

Water/Waste

Coal Combustion Residuals (C’Rs,,) (PPL, PPL Energy Supply, LKE, LG&E and KU)

In June 2010, the EPA proposed two approaches to regulating the disposal and management of CCRs (as either hazardous or non-hazardous)
under the Resource Conservation and Recovery Act (RCRA). CCRs include fly ash, bottom ash and sulfur dioxide scrubber wastes. The first
approach would regulate CCRs as a hazardous waste under Subtitle C of the RCRA. This approach would materially increase costs and result in
early retirements of many coal-fired plants, as it would require plants to retrofit their operations to comply with full hazardous waste requirements
for the generation of CCRs and associated waste waters through generation, 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 (non-
hazardous) waste under Subtitle D of the RCRA. This approach would mainly affect disposal and most significantly affect any wet
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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 the 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
,.r 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.

The EPA is continuing to evaluate the unprecedented number of comments it received on its June 2010 proposed regulations. In October 2011,
the EPA issued a Notice of Data Availability (NODA) that requests comments on selected documents that the EPA received during the comment
period for the proposed regulations. In addition, the U.S. House of Representatives in September 2012 approved a bill that was revised in the
Senate to modif’ Subtitle D of the RCRA to provide for the proper management and disposal of CCRs and to preclude the EPA from regulating
CCRs under Subtitle C of the RCRA. This revised bill is being considered in the Senate and the prospect for passage is uncertain.

In January 2012, a coalition of environmental groups filed a 60-day notice of intent to sue the EPA for failure to perform nondiscretionary duties
under RCRA, which could require a deadline for the EPA to issue strict CCR regulations. Tn February 2012, two CCR recycling companies also
issued a 60-day notice of intent to sue the EPA over its timeliness in issuing CCR regulations, but they requested that the EPA take a Subtitle D
approach that would allow for continued recycling of CCRs. The coalition filed its lawsuit in April 2012 and litigation is continuing.

A fmal rulemaking is currently expected before the end of 2015. However, the timing of the fmal regulations could be accelerated by the outcome
of the above litigation, which could require the EPA to issue its regulations sooner.

PPL, PPL Energy Supply, LKE, LG&E and KU cannot predict at this time the final requirements of the EPA’s CCR regulations or potential
changes to the RCRA and what impact they would have on their facilities, but the fmancial impact could be material if regulated as a hazardous
waste under Subtitle C and significant if regulated under Subtitle D.

Martins Creek Fly Ash Release (FFL and PPL Ener Supply)

In 2005, approximately 100 million gallons of water containing fly ash was released 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

/‘‘elaware River Basin Commission, evaluating the effects of the release on the river’s sediment, water quality and ecosystem.

The PADEP filed a complaint in Pennsylvania Commonwealth Court against PPL Martins Creek and PPL Generation, alleging violations of
various state laws and regulations and seeking penalties and injunctive relief. PPL and the PADEP 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. Subsequently, in August 2011 the PADEP submitted its National Resource Damage Assessment report to the court and to the
interveners. In December 2011, the interveners commented on the PADEP report and in February 2012 the PADEP and PPL filed separate
responses with the court. In March 2012, the court dismissed the interveners case, but the intei-veners have appealed the dismissal to the
Pennsylvania Supreme Court and a decision by the court is still pending.

Through December 31, 2012, PPL Energy Supply has spent $28 million for remediation and related costs and an insignificant remediation liability
remains on the balance sheet. 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 nature of any other regulatory or legal actions
that may be initiated against PPL, PPL Energy Supply or their subsidiaries as a result of the disposal basin release. However, PPL and PPL
Energy Supply currently do not expect such outcomes to result in significant losses above the amounts currently recorded.
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Seepages and Groundwater Infiltration - Pennsylvania, Montana and Kentucky

(PPL, FPL Energy Supply, LKE, LG&E and KU)

or groundwater infiltration have been detected at active and retired wastewater basins and landfills at various PPL, PPL Energy Supply,
KE, LG&E and KU plants. PPL, PPL Energy Supply, LKE, LG&E and KU have completed or are completing assessments of seepages or
groundwater infiltration at various facilities and have completed or are working with agencies to implement abatement measures, where
required. A range of reasonably possible losses caimot currently be estimated.

(PPL and PPL Energy Supply)

In 2007, six plaintiffs filed a lawsuit in the Montana Sixteenth Judicial District Court against the Colstrip plant owners asserting property damage
due to seepage from plant wastewater ponds. A settlement agreement was reached in July 2010 which would have resulted in a payment by PPL
Montana, but certain of the plaintiffs later argued the settlement was not fmal. The Colstrip plant owners filed a motion to enforce the settlement
and in October 2011 the court uranted the motion and ordered the settlement to be completed in 60 days. The plaintiffs appealed the October 2011
order to the Montana Supreme Court, which affirmed the district court’s order enforcing the settlement on December 31, 2012 and denied
plaintiffs motion for rehearing on February 5, 2013. The parties have 60 days after the February 5,2013 decision to complete the
settlement. PPL Montana’s share of the settlement is not expected to be significant.

In August 2012, PPL Montana entered into an Administrative Order on Consent (AOC) with the MDEQ which establishes a comprehensive
process to investigate and remediate groundwater seepage impacts related to the wastewater facilities at the Coistrip power plant. The AOC
requires that within five years, PPL Montana provide fmancial assurance to the MDEQ for the costs associated with closure and future monitoring
of the waste-water treatment facilities. PPL Montana cannot predict at this time if the actions required under the AOC will create the need to
adjust the existing ARO related to these facilities.

In September 2012, Earthjustice filed an affidavit pursuant to Montana’s Major Facility Siting Act (IvIFSA) that sought review of the AOC by
Montana’s Board of Environmental Review (BER), on behalf of the Sierra Club, the MEIC, and the National Wildlife Federation (NWF). In
September 2012, PPL Montana filed an election with the BER to have this proceeding conducted in Montana state district court as contemplated
by the MFSA. In October 2012, Earthjustice filed a petition for review of the AOC in the Montana state district court in Rosebud County.

In late October 2012, Earthjustice filed a second complaint against the MDEQ and PPL Montana in state district court in Lewis and Clark County
on behalf of the Sierra Club, the MEIC and the NWF. This complaint alleges that the defendants have failed to take action under the MFSA and
the Montana Water Quality Act to effectively monitor and correct issues of coal ash disposal and wastewater ponds at the Colstrip plant. The( ‘omplaint seeks a declaration that the operations of the impoundments violate the statutes addressed above, requests a writ of mandamus directing
ie MDEQ to enforce the same, and seeks recovery of attorneys’ fees and costs. PPL is vigorously defending these allegations, and PPL and PPL

Energy Supply cannot predict the outcome of this matter.

Clean Water Act 316(b) (PPL, PPL Energy Supply, LKE, LG&E and KU)

The EPA fmalized requirements in 2004 for new or modified cooling water intake structures. These requirements affect where generating plants
are built, establish intake design standards and could lead to requirements for cooling towers at new and modified power plants. 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 aquatic organisms. The EPA published the proposed rule on new or modified cooling water intake
structures in April 2011. The industry and PPL reviewed the proposed rule and submitted comments. The EPA has been evaluating comments
and meeting with industry groups to discuss options. Two NODAs have been issued on the rule that indicate the EPA may be willing to amend
the rule based on certain industry group comments, and the EPA’s comment period on the NODAs has ended. The fmal rule is expected to be
issued in 2013. 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. The second requirement is to determine and install the best technology
available to reduce mortality of aquatic organisms that are pulled through the plant’s cooling water system. A form of cost-benefit analysis is
allowed for this second requirement. This process involves a site-specific evaluation based on nine factors, including impacts to energy delivery
reliability and the remaining useful life of the plant. PPL, PPL Energy Supply, LKE, LG&E and KU cannot reasonably estimate a range of
reasonably possible costs, if any, until a fmal rule is issued, the required studies have been completed, and each state in which they operate has
decided how to implement the rule.

353



Effluent Limitations Guidelines and Standards (FFL, PPL Energy Supply, LKE, LG&E and KU)

In October 2009, the EPA released its final Detailed Study of the Steam Electric Power Generating effluent limitations guidelines and
standards. The EPA is expected to issue the final regulations in 2014. PPL, PPL Energy Supply, LKE, LG&E and KU expect the revised

idelines and standards to be more stringent than the current standards especially for sulfur dioxide scrubber wastewater. The guidelines are
so expected to require dry ash handling, which could result in additional costs for technology retrofits for closure of wet basins. In the interim,

states may impose more stringent limits on a case-by-case basis under existing authority as permits are renewed. Under the Clean Water Act,
permits are subject to renewal every five years. PPL, PPL Energy Supply, LKE, LG&E and KU are unable to predict the outcome of this matter
or estimate a range of reasonably possible costs, but the costs could be significant.

Other Issues (PPL, PPL Energy Supply, LKE, LG&E and KU)

In 2006, the EPA significantly decreased to 10 parts per billion (ppb) the drinking water standards for arsenic. In Pennsylvania, Montana and
Kentucky, this arsenic standard has been incorporated into the states’ water quality standards and could result in more stringent limits in NPDES
permits for PPL’s 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, 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. PPL, PPL Energy Supply, LKE, LG&E and KU cannot predict the outcome of the draft risk assessment and what impact, if any, it
would have on their plants, but the costs could be significant.

The EPA is reassessing its polychiorinated 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. The EPA is planning to propose the revised regulations in late
2013. PCBs are found, in varying degrees, in all of the Registrants’ operations. The Registrants cannot predict at this time the outcome of these
proposed EPA regulations and what impact, if any, they would have on their facilities, but the costs could be significant.

A PPL Energy Supply subsidiary signed a Consent Order and Agreement (COA) with the PADEP in July 2008 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 and fish mortality. A barrier has been constructed to prevent debris from entering the river water intake area
at a cost that was not significant.

PPL Energy Supply’s subsidiary has also investigated alternatives to exclude fish from the discharge channel, but the subsidiary and the PADEP
Nave concluded that a barrier method to exclude fish is not workable. In June 2012, a new COA was signed that allows the subsidiary to study a
,Ilange in a cooling tower operational method that may keep fish from entering the channel. Should this approach fail, the new COA requires a

retrofit of impingement control technology at the intakes to the cooling towers, the cost of which could be significant.

In May 2010, the subsidiary received a draft NPDES permit (renewed) for the Brunner Island plant from the PADEP. This permit includes new
water quality-based limits for the scrubber wastewater plant. Some of these limits may not be achievable with the existing treatment
system. Several agencies and environmental groups commented on the draft permit, raising issues that must be resolved to obtain a fmal permit
for the plant. PPL Energy Supply cannot predict the outcome of the final resolution of the permit issues at this time, or what impact, if any, they
would have on this facility, but the costs could be significant.

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 plant. In November 2010, the Cabinet issued a fmal order upholding the permit. In December 2010, the environmental groups
appealed the order to the Trimble Circuit Court, but the case was subsequently transferred to the Franklin Circuit Court. PPL, LKE, LG&E and
KU are unable to predict the outcome of this matter or estimate a range of reasonably possible losses, if any.

The EPA and the Army Corps of Engineers are working on a guidance document that will expand the federal government’s interpretation of what
constitutes “waters of the United States” subject to regulation under the Clean Water Act. This change has the potential to affect generation and
delivery operations, with the most significant effect being the potential elimination of the existing regulatory exemption for plant waste water
treatment systems. The costs that may be imposed on the
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Registrants as a result of any eventual expansion of this interpretation cannot reliably be estimated at this time but could be significant.

Superfund and Other Remediation (PFL, PPL Energy Supply, PFL Electric, LKE, LG&E and KU)

Electric is potentially responsible for costs at several sites listed by the EPA under the federal Superfimd program, including the Columbia
ias Plant site, the Metal Banic 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 Electric. However, should the EPA require different or additional measures in the future, or
should PPL Electric’s share of costs at multi-party sites increase substantially more than currently expected, the costs could be significant.

PPL Electric, LG&E and KU are remediating or have completed the remediation of several sites that were not addressed under a regulatory
program such as Superfund, but for which PPL Electric, LG&E and KU may be liable for remediation. These include a number of former coal gas
manufacturing plants in Pennsylvania and Kentucky previously owned or operated or currently owned by predecessors or affiliates of PPL
Electric, LG&E and KU. There are additional sites, formerly owned or operated by PPL Electric, LG&E and KU predecessors or affiliates, for
which PPL Electric, LG&E and KU lack information on current site conditions and are therefore unable to predict vthat, if any, potential liability
they 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 Electric, LG&E and KU currently lack information, the costs of remediation and other liabilities could be material. PPL, PPL Electric, LKE,
LG&E and KU cannot estimate a range of reasonably possible losses, if any, related to these matters.

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 plants. PPL, PPL
Electric, LKE, LG&E and KU cannot estimate a range of reasonably possible losses, if any, related to these matters.

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 December 31, 2012, 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 8.19%. Expected undiscounted payments are estimated at $3 million for 2013, $1 million for each of the years from 2014
through 2017, and $139 million for work after 2017.

om time to time. PPL Energy Supply, PPL Electric, LG&E and KU undertake remedial action in response to spills or other releases at various
on-site and off-site locations, negotiate with the EPA and state and local agencies regarding actions necessary for compliance with applicable

requirements, negotiate with property owners and other third parties alleging impacts from PPL’s operations and undertake similar actions
necessary to resolve environmental matters which arise in the course of normal operations. Based on analyses to date, resolution of these
environmental matters is not expected to have a significant adverse impact on their operations.

Future cleanup or remediation work at sites currently under review, or at sites not currently identified, may result in significant additional costs for
the Registrants.

Environmental Matters - WTPD (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 requested that utilities undertake projects to alleviate the impact of flooding on the U.K. utility infrastructure, including
major electricity substations. WPD has agreed with the Ofgem to spend $45 million on flood prevention, which will be recovered through rates
during the ten-year period commencing April 2010. WPD is currently liaising on site-specific proposals with local offices of a U.K. Government
agency.
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There are no other material legal or administrative proceedings pending against or related to WPD with respect to environmental matters.

Other

(FPL 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 December 31, 2012, this maximum assessment was $48 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 as amended. 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 as amended. PPL Susquehamia could be assessed up to
$235 million per incident, payable at $35 million per year.

Guarantees and Other Assurances

(PFL, fFL Energy Supply, FPL Electric, LKE, LG&E and KU)

In the normal course of business, the Registrants enter into agreements that provide fmancial performance assurance to third parties on behalf of
certain subsidiaries. Such agreements include, for example, guarantees, stand-by letters of credit issued by fmancial 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 engage.

(FFL)

PPL fully and unconditionally guarantees all of the debt securities of PPL Capital funding.

PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

The table below details guarantees provided as of December 31, 2012. The total recorded liability at December 31, 2012 and 2011 was $24
million and $14 million for PPL and $20 million and $11 million for LKE. The probability of expected paymentlperfonnance under each of these
guarantees is remote except for “WPD guarantee of pension and other obligations of unconsolidated entities’ and “Indemnification of lease
termination and other divestitures.” for reporting purposes, on a consolidated basis, all guarantees of PPL Energy Supply (other than the letters of
credit), PPL Electric, LKE, LG&E and KU also apply to PPL, and all guarantees of LG&E and KU also apply to LKE.

Exposure at Expiration
December 31, 2012 (a) Date

PPL
Thdemnifications related to the WPD Midlands acquisition (b)
WPD indetnniflcations for entities in liqtiidation and sales of assets $ 11(c) 2015
WPD guarantee of pension and other obligations of tmconsolidated entities 91(d) 2015

PPL Energy Supply
Letters of credit isstLed on behalf of affiliates 23 (e) 2013 -2014
Retrospective premitirns tinder nuclear insurance programs 48 (f)
Nuclear claims assessment tinder The Price-Anderson Act Amendments

tinder The Energy Policy Act of 2005 235 (g)
Indemnniflcations for sales of assets 250 (h) 2025
Indemnification to operators ofjointly owned facilities 6 (i)
Guarantee of a portion of a divested unconsolidated entitys debt 22 (j) 2018
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Exposure at Expiration
December 31, 2012 (a) Date

PPL Electric
Guarantee of inventory value 21 (k) 2016

demmfcation of lease termination and other divestitures 301 (1) 2021 -2023

LG&EandKU
LG&E and KU guarantee of shortfall related to OVEC (m)

(a) Represents the estimated maximum potential amount of future payments that could be required to be made under the guarantee.
(b) Prior to PPL’s acquisition, WPD Midlands Holdings Limited had agreed to lisdemsilty certain former directors of a Turkish entity in which WPD Midlands Holdings Limited

previously owned an interest, for any liabilities that may arise as a result of an investigation by Turkish tax authorities, and PPL WEM has received a cross-indemnity from
EON AG wish respect to these indenmification obligations. Additionally, PPL subsidiaries agreed to provide indemnifications to subsidiaries of EON AG for certain
liabilities relating to properties and assets owned by affiliates of EON AG that were transferred to WPD Midlands in connection with the acquisition. The maxhnum
exposure and expiration of these indemnifications cannot be estimated because Use maximum potential liability is not capped and the expiration date is not specified in the
transaction docmnents.

(c) in connection wiUs the liquidation of wholly owned subsidiaries that have been deconsolidated upon turning the entities over to the liquidators, certain affiliates of PPL Global
have agreed to indemnity 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 ifinited to a maximum asnount that is bated on distributions made from the subsidiary
to its parent eitlser prior or subsequent to being placed into liquidation. In other cases, the maxhnmn amount of the indenmifications is not explicitly stated in the
agreements. The indemnificationt 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 indenmification, and the expiration date was based on an estimate of the dissolution date of the entities.

hi connection with theft tales 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 enviromnental and tax snatters. In addition, in connection with certain of these sales, WPD and its affiliates
have agreed to continue Useir 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.

(d) As a result of the privatization of she 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 orgassizatione have been guaranteed by the participating members. Costa are allocated to Use members based on
predeternmied percentages as outlined in specific agreements. However, ifs member becomes insolvent, costs can be reallocated to and are guaranteed by the remaining
members. At December 31, 2012, WPD has recorded an estimated discounted liability based on its current allocated percentage of the total expected costs for which the
expected paymenftperfonnance is probable. Neither the expiration date nor the maxismmm amount of potential payments for cartain obligations is explicitly stated in the
related agreements. Therefore, they have been estimated based on the types of obligations.
Standby letter of credit arrangesnents under PPL Energy Supply’s credit facilities for the purposes of protecting various third parties against nonperfonnance by PPL. Tlais is
not a guarantee by PPL on a consolidated basis.
PPL Susquehasma is contingently obligated to pay this amount related to potential retrospective premnimns that could be assessed under its nuclear insurance programs. See
“Nuclear Insurance” above for additional information.
Tlsia is the maximsun asnount PPL Susquehamsa could be assessed for each incident at any of the nuclear reactors covered by this Act. See “Nuclear insurance” above for
additional information.
PPL Energy Supply’s msximmn exposure with respect to certain indemnifications and the expiration of the indenmfficationa cannot be estimated because, in the case of
certain indemnification provisions, the maximnum potential liability is not capped by the transaction docmnents and the expiration date is based on Use applicable statute of
limitation. The exposure and expiration dates noted are ouly for those cases in which the agreamnents provide for specific limits. The indemnification provisions described
below are in each case subject to certain customary limitations, including Uwesholds for allowable claftns, capt on aggregate liability, and tftne llinitstions for claims arising
out of breaches of most representations and warranties.

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 Use Long Island generation
business. The indemnification provisions for most representations and warranties expired in the tlilrd quarter of 2011.

A subsidiary of PPL Energy Supply lisa agreed to provide indenmification 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 mailers, including liabilities of the PPL
Energy Supply subsidiary relating to Ume pre-closing ownership or operation of Usose hydroelectric facilities. The indenmification provisions for most representations and
warranties expired in the fourth quarter of 2012.

Subsidiaries of PPL Energy Supply have agreed to provide indemnification to the purchasers of certain non-core generation facilities sold in March 2011 for damages arising
out of any breads 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 Use facilities in the event specified PIN rule changes are
proposed and become effective. The indemnnification provisions for mnost representations and warranties expired in the first quarter of 2012.

(i) in December 2007,a subsidiary of PPL Energy Supply executed revised owners agreemnents for two jointly owned facilities, the Keystone and Conemnaugls generating
plants. The agreemnents require that in the event of any default by an owner, the oUmer owners fund contributions for the operation of Ume generating plants, based smpon theft
ownership percentages. The non-defaulting owners, who mnake up Use defaulting owner’s obligations, are entitled to the generation entitlement of the defaulting owner, based
upon theft ownership percentage. The exposure shown reflects the PPL Energy Supply subsidiary’s share of tIme snaxlinmn obligation. The agreemnents do not Imave an
expiration date.
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0) A PPL Energy Supply subsidiary owned a one-third equity intereat in Safe Harbor Water Power Corporation (Safe Harbor) that waa cold 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. Under the terma of the aale agreement, PPL
Energy Supply continues to guarantee the portion of Safe Harbor’s debt, but received a crosa-indemnity from the purchaser, secured by a lien on die purchaser’s stock of Safe
Harbor, in the event PPL Energy Supply is required to snake a payment under the guarantee. The exposure noted reflecta principal only. See Note 9 for additional information
on the sale of this interest.
PPL Electric entered into a contract with a third party logistics firm that providet inventory procurement and fulfillment services. Under the contract, the logietics finn has
title to the inventory purchased for PPL Electric’s use. Upon tennination of the contract, PPL Electric hat guaranteed to purchaae any remaining inventory that hat not been
used or sold by die logistics finn at the weighted-average cost at which die logistics fum purchased the inventory, thus protecting the logistics finn from reductions in the fair
value of the inventory.

(1) LEE provides certain indemnifications, die most significant of which relate to the termination of die WKE lease in July 2009. See Note 9 for additional infonnation. These
guarantees cover die 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 commitnents and indemnifications made by WEE under die WKE Transaction
Termination Agreement. This guarantee has s term of 12 years ending July 2021, and a cumulative maxhnum exposure of $200 million. Certain items such as government
fmes and penalties fall outside die cenurdative cap. LEE has contested the applicability of die indemnification requirement relating to one maner presented by a couaterparty
under this guarantee. Another guarantee widi a maximum exposure of $100 million covering other indemnifications expires in 2023. hi May 2012, LEE’s indemnitee
received an arbitration panel’s decision affecting this mailer, which granted LKE’s indemnitee certain rights of first refusal to purchase excess power at a market-based price
rather than at an absolute fixed price. In January 2013, LEE’s indemnitee commenced a proceeding in the Kentucky Court of Appeals appealing a December 2012 order of die
Henderson Circuit Court confirming the arbitration award. LEE believes its indenmification obligations in this mailer remain subject to vailosts uncertainties, including die
potential for additional legal challenges regarding the arbitration decision as well as fseure prices, availability and demand for the subject excess power. LEE continues to
evaluate varioua legal and commercial options widi respect to this indenmification maner. The ultimate outcomes of the WKE tennination-related indemnifications cannot be
predicted at this dine. Additionally, LEE has indemnified various diird parties related to historical obligadons for other divested subsidiaries and affiliates. The
indemslifications vary by entity and the maxhmun exposuret range from being capped at die sale price to no specified maximum; however, LEE is not aware of formal claims
under such indemnities made by any party at this time. LKE could be required to perform on these indemnifications in die event of covered losses or liabilities being clahned
by an indemnified party. hi the second quarter of 2012, LEE adjusted its estimated liability for certain of theie indemhifications by $9 million ($5 million afier-tax), which is
reflected in”Income (Loss) from Discontinued Operationt (net of income taxes)” on the Statement of Income. The adjustment was recorded in die Kentucky Regulated
segment for PPL. LEE cannot predict die ultimate outcomes of such indemnification circumstances, but does not currently expect such outcomes to result in significant losses
above die amounts recorded.

(m) As described in the “Energy Purchase Committnenta” above, pursuant to the OVEC power purchase contract, expiring in June 2040, LG&E and KU are obligaied to pay a
demand charge wflich includes, antong odier charges, debt service and atnortirstion toward principal retirement, decomndssioning costs, post-retirement and post-employment
benefits costs (other dian pensions), and rednbursemnent of plant operating, maintenance and odicr expenses. The detnand charge is expected to cover LG&E’s and Kits
shares of the cost of die listed items over the tenn of the contract. However, in die event there is a shortfall in covering diese costs, LG&E and KU are obligated to pay dieir
share of die excess debt service, post-retirement and decomislissioning costs. The tnsxhmun exposure and the expiration date of diets potential obligations are not presently
detenninable.

The Registrants provide other miscellaneous guarantees though contracls entered into in the normal course of business. These guarantees are
primarily in the form of indemnification or warranties related to set-vices 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, no siguiftcant payments have beeti made with respect to these types of guarantees and the probability of
payment/performance under these guarantees is retnote.

I ‘r on behalf of itself and certain of its subsidiaries, maintains insurance that covers liability assumed under contract for bodily injury and
.1.croperty damage. The coverage requires a maxinrnm $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.

16. Related Party Transactions

(FPL Energy Supply and PPL Electric)

PLR Contracts/Purchase of Accounts Receivable

PPL Electric holds competitive solicitations for PLR generating supply. PPL EnergyPlus has been awarded a portion of the PLR generation
supply though these competitive solicitations. See Note 15 for additional information on the solicitations. The sales and purchases between PPL
EnergyPlus and PPL Electric 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.

Under the standard Supply Master Agreement for the solicitation process, PPL Electric requires all suppliers to post collateral once credit
exposures exceed defmed credit limits. PPL EnergyPlus is required to post collateral with PPL Electric: (a) when the market 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, PPL EnergyPlus’ credit limit
was $35 million at December 31, 2012. In no instance is PPL Electric required to post collateral to suppliers under these supply contracts.

PPL Electric’s customers may choose an alternative supplier for their generation supply. See Note 1 for additional information regarding PPL
Electric’s purchases of accounts receivable from alternative suppliers, including PPL EnergyPlus.

358



At December 31, 2012, PPL Energy Supply had a net credit exposure of $27 million to PPL Electric from its commitment as a PLR supplier and
from the sale of its accounts receivable to PPL Electric.

olesale Sales and Purchases (LG&E and KU)

G&E and KU jointly dispatch their generation units with the lowest cost generation used to serve their retail native load. When LG&E has
excess generation capacity after serving its own retail native load and its generation cost is lower than that of KU, KU purchases electricity from
LG&E. When KU has excess generation capacity after serving its own retail native load and its generation cost is lower than that of LG&E,
LG&E purchases electricity from KU. These transactions are reflected in the Statements of Income as ‘Electric revenue from affiliate” and
“Energy purchases from affiliate” and are recorded at a price equal to the seller’s fuel cost. Savings realized from such intercompany transactions
are shared equally between both companies. The volume of energy each company has to sell to the other is dependent on its native load needs and
its available generation.

Allocations of PPL Services Costs (PPL Energy Supply, PPL Electric and LKE)

PPL Services provides corporate functions such as fmancial, 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 the services that is not directly
charged to PPL subsidiaries is allocated to applicable subsidiaries based on an average of the subsidiaries’ relative invested capital, operation and
maintenance expenses and number of employees. PPL Services charged the following amounts for the years ended December 31, which PPL
management believes are reasonable, including amounts applied to accounts that are further distributed between capital and expense.

2012 2011 2010

PPLfnergy Supply $ 212 $ 189 $ 232
PPL Electric 157 145 134
LKE 15 16 3(a)

(a) Represents costs allocated during the two months ended December 31, 2010 as LKE was acquired November 1,2010.

Intercompany Billings by LKS (LG&E and KU)

LKS provides LG&E and KU with a variety of centralized administrative, management and support services. The cost of these services is directly
charged to the company or, for general costs that cannot be directly attributed, charged based on predetermined allocation factors, including the
following measures: number of customers, total assets, revenues, number of employees and/or other statistical information. LKS charged the
Nounts in the table below, which LICE management believes are reasonable, including amounts that are further distributed between capital and

tpense.

Successor Predecessor
Two Months Ten Months

Year Ended Year Ended Ended Ended
December 31, December 31, December 31, October 31,

2012 2011 2010 2010

LG&E $ 186 $ 190 $ 32 $ 200
KU 161 204 34 222

In addition, LG&E and KU provide services to each other and to LKS. Billings between LG&E and KU relate to labor and overheads associated
with union and hourly employees performing work for the other company, charges related to jointly-owned generating units and other
miscellaneous charges. Tax settlements between LICE and LG&E and KU are reimbursed through LKS.

Intercompany Borrowings

(PPL Energy Supply)

A PPL Energy Supply subsidiary periodically holds revolving lines of credit and demand notes from certain affiliates that are reflected in “Note
receivable from affiliates” on the Balance Sheet. At December 31, 2012, there were no outstanding balances. At December 31, 2011, a note with
PPL Energy Funding had an outstanding balance of $198 million with an interest rate of 3.77%. Interest earned on these revolving facilities is
included in “Interest Income from Affiliates” on the Statements of Income. For 2012, interest earned on borrowings was insignificant. For 2011,
interest earned on borrowings,
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which was substantially attributable to borrowings by PPL Energy Funding as discussed above, was $8 million. For 2010, interest earned on
borrowings, excluding the term notes discussed below, was $5 million with interest rates equal to one-month LIBOR plus a spread.

PPL Energy Supply, LKE, LG&E and KU)

ii November 2010, a PPL Energy Supply subsidiary held term notes with LG&E and KU. These notes were subsequently repaid and therefore no
balances were outstanding at December 31, 2010. Interest on these notes was included in “Interest Income from Affiliates for PPL Energy
Supply and “Interest Expense with Affiliate” for LKE, LG&E and KU. When balances were outstanding, interest on these notes was insignificant
for 2010.

(LI(S)

LKE maintains a $300 million revolving line of credit with a PPL Energy Funding subsidiary whereby LKE can borrow funds on a short-term
basis at market-based rates. The interest rates on borrowings are equal to one-month LIBOR plus a spread. At December 31, 2012, $25 million
was outstanding and was reflected in “Notes payable with affiliates’ on the Balance Sheet. The interest rate on the outstanding borrowing at
December 31, 2012 was 1.71%. The line of credit was held by another PPL subsidiary in 2011. No balance was outstanding at December 31,
2011. Interest on the revolving line of credit was not significant for 2012 or 2011.

LKE maintains an agreement with a PPL affiliate that has a $300 million borrowing limit whereby LKE can loan funds on a short-term basis at
market-based rates. At December 31, 2012, there was no outstanding balance. At December 31, 2011, $15 million was outstanding and was
reflected in “Notes receivable from affiliates” on the Balance Sheet. The interest rates on loans are based on the PPL affiliate’s credit rating and
are currently equal to one-month LIBOR plus a spread. The interest rate on the outstanding borrowing at December 31, 2011 was 2.27%. Interest
income on this note was not significant in 2012 or 2011.

(LG&E)

LG&E participates in an intercompany money poo1 agreement whereby LKE and/or KU make available to LG&E funds up to $500 million at an
interest rate based on a market index of commercial paper issues. At December 31, 2012 and 2011, there was no balance outstanding. Interest
expense incurred and interest income earned on the money pool agreement with LKE and/or KU was not significant for 2012, 2011 or 2010.

(KU)

KU participates in an intercompany money pool agreement whereby LKE and/or LG&E make available to KU funds up to $500 million at an

‘Thterest

rate based on a market index of commercial paper issues. At December 31, 2012 and 2011, there was no balance outstanding. Interest
pense incurred and interest income earned on the money pool agreement with LKE and/or LG&E was not significant for 2012, 2011 or 2010.

Intercompany Derivatives (LKE, LG&E and KU)

In November 2012, LG&E and KU entered into forward-starting interest rate swaps with PPL for notional amounts of $150 million each. These
hedging instmments have terms identical to forward-starting swaps entered into by PPL with third parties. See Note 19 for additional information
on intercompany derivatives.

(FPL Energy Supply)

Trademark Royalties

A PPL subsidiary owns PPL trademarks and billed certain affiliates for their use under a licensing agreement. This agreement was terminated in
December 2011. PPL Energy Supply was charged $40 million of license fees in 2011 and 2010. These charges are primarily included in “Other
operation and maintenance” on the Statements of Income.

360



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 9 for
additional information.

Jitereompany Insurance (PPL Electric)

PPL Power Insurance Ltd. (PPL Power Insurance) is a subsidiary of PPL that provides insurance coverage to PPL and its subsidiaries for property
damage, general/public liability and workers’ compensation.

Due to damages resulting from several PUC-reportable storms that occurred in 2012 and 2011, PPL Electric exceeded its deductible for both
policy years. Probable recoveries on insurance claims with PPL Power Insurance of $18.25 million for 2012 and $26.5 million for 2011 were
recorded in those years. of which $14 million and $16 million were included in “Other operation and maintenance” on the Statements of
Income. In both years, the remainder was recorded in PP&E on the Balance Sheets. In September 2012, PPL Electric received $26.5 million
from the settlement of its 2011 claims.

Effective January 1, 2013, PPL Electric no longer has storm insurance with PPL Power Insurance.

Otber (PPL Energy Supply, FPL Electric, LKE, LG&E and KU)

See Note 1 for discussions regarding the intercompany tax sharing agreement and Note 7 for a discussion regarding capital transactions by PPL
Energy Supply, PPL Electric, LKE, LG&E and KU. For PPL Energy Supply, PPL Electric and LKE, refer to Note 1 for discussions regarding
intercompany allocations of stock-based compensation expense. For PPL Energy Supply, PPL Electric, LG&E and KU, see Note 13 for
discussions regarding intercompany allocations associated with defmed benefits.

17. 0 tber Income (Expense) - net

(PPL, PFL Energy Supply, PPL Electric, LKE, LG&E and KU)

The breakdoxn of “Other Income (Expense) - net” for the years ended December 31 was:

Other Income
• Earnings on securities in NDT funds

Interest income
AFUDC - eqnity component
Net hedge gains associated with the 2011 nndge Facility (a)
Eamings (losses) from equity method investments
Gain on redemption of debt (b)
Miscellaneous - Domestic
Miscellaneous - U.K.
Total Other Income

Other Expense
Economic foreign currency exchange contracts (Note 19)
Charitable contributions
Cash now hedges (c)
LKE acquisition-related costs (Note 10)
WPD Midlands acquisition-related costs (Note 10)
Foreign currency loss on 2011 nridge Facility (d)
U.K. stamp dnty tax (Note 10)
Miscellaneous - Domestic
Miscellaneous - U.K.
Total Other Expense

Other income (Expense) - net

2012 2011 2010

22 $ 24 S
5 7

10 7
55

(1) 1
-‘2

(3)
4

29
31

PPL

20
5
5

2

11 10 3
2 1 1

42 127 39

52 (10)
10 9

16

34
57
21

9
3 3

81 123
$ (39) $ 4

7
2

70
$ (31)
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Successor Predecessor
Iwo Months Ten Months

Year Ended Year Ended Ended Ended
December 31, December 31, December 31, October 31,

2012 2011 2010 2010

,ther Income
Net derivative gains (losses) S 19
Interest income $ 1
Earnings (losses) from equity method investments $ (8) 3
Life insurance 1 2
Miscellaneous 3 2 1
Total Other Income (4)

_______________

25
Other Expense

Charitable contributions 4 4 $ 1 5
Joint-use-asset depreciation 3
Miscellaneous 7 1 1 3
Total Other Expense 11 5 2 11

Other Income (Expense) - net $ (15) $ (1) $ (2) $ 14

LG&E
Other Income

Net derivative gains (losses) S 19
Miscellaneous $ I
Total Other Income 1 20

Other Expense
Charitable contributions 2 $ 1
Miscellaneous 2 1 $ 3

_________________

Total Other Expense 4 2 3 3

Other Income (Expense) - net $ (3) $ (2) $ (3) $ 17

KU
Other Income

Earnings (losses) from equity method investments $ (8) $ 1 $ 3
Life insurance 1 2
Miscellaneous 1 1
Total Other Income (6) 1 6

Other Expense
• Cltaritable contributions 1 1 1

Joint-use-asset depreciation 3
Irliscellaneous 1 1 1
Total Other Expense 2 2 5

Oilier income (Expense) - net (8) S (1) $ 1

(a) Represents a gain on foreign csu-rency contracts that hedged the repayment of the 2011 Bridge Facility borrowing.
(b) In July 2011, as a result of PPL Electric’s redemption of 7.125% Senior Secured Bonds due 2013, PPL recorded a gain on the accelerated amortization of the fair value

adjusttnent to the debt recorded in connection with previously settled fair value hedges.

(c) Represents losses reclassified from AOCI into earnings associated with discontinued hedges at PPL for debt that had been planned to be issued by PPL Energy Supply. As a
result of the expected net proceeds from the sale of certain non-core generation facilities, coupled with the monetization of frill-requirement sales Contracts, the debt issuance was
no longer needed.

(d) Represents a foreign currency loss related to the repayment of the 2011 Bridge facility borrowing.

“Other Income (Expense) - net” for the years ended December 31, 2012, 2011 and 2010 is primarily earnings on securities in NDT funds for PPL
Energy Supply and the equity component of AFUDC for PPL Electric.

18. Fair Value Measurements and Credit Concentration

(FFL, FPL Ener’ Supply, FFL Electric, LKE, LG&E and KU]

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). A market approach (generally, data from market transactions), an income approach (generally, present value
teclmiques and option-pricing models), andlor a cost approach (generally, replacement cost) are used to measure the fair value of an asset or
liability, as appropriate. These valuation approaches incorporate inputs such as observable, independent market data andlor 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 nonperfomiance risk, which includes credit risk. The fair value of a group of fmancial assets and liabilities is
measured on a net basis. Transfers between levels are recognized at end-of-reporting-period values. During 2012, there were no transfers
between Level 1 and Level 2.
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Recurring fair Value Measurements

The assets and liabilities measured at fair value were:

PPL
Assets

Cash and cash equivalents
Restricted cash and cash equivalents (a)
Price risk management assets:

Energy commodities
Interest rate swaps
Foreign currency contracts
Cross-currency swaps

Total price risk management assets
NDT funds:

Cash and cash equivalents
Equity securities

U.S. large-cap
U.S. midlsmall-cap

Debt securities
U.S. Treasuiy
U.S. government sponsored agency
Municipality
Investment-grade corporate
Other

Receivables (paysbles), net
Total NUT funds
Auction rate securities (b)

Total assets

2 $ 2,037 $
15

____________ ____________

13

___________

2 2,065 30

H 11

412 308 104
60 25 35

95
9

82
40

3

712

___________ ___________ ___________

19

___________ ___________ ___________

$ 3,864

___________

$ 1,202 $ 1,202

___________ ______________________

209 209

___________ ___________

3 $ 3,390 $ 30
3

1$

___________ ___________ __________

20 4

___________ __________

3 3,431 34

12 12

357 267 90
52 22 30

86
10
$3
38

2
3

256

$ 3,687

Liabilities
Price risk management liabilities:

Energy cosmnodities
Interest rate swaps
Foreign currency contracts
Cross-currency swaps

(,,otal

price risk management liabilities

EPL Energy Supply
Assets

Cash and cash equivalents
Restricted cash and cash eqtuvalents (a)
Price risk management assets:

Energy commodities

Total price risk management assets
NUT fimds:

Cash and cash equivalents
Equity securities

U.S. large-cap
U.S. rnidlsrnall-cap

Debt securities
U.S. Treasury
U.S. government sponsored agency
Municipality
Investment-grade corporate
Other

Receivables (psyables), net
Total NUT funds
Auction rate securities (b)

Total assets

$ 1,566 $
$0
44

4
$ 1,694

95
9

82
40

3

712
16

$ 3,272

2 $ 1,557 $
80
44

_____________

4
$ 2 $ 1,685

11

95
9

82
40

3
7

275
3

$ 2,315

7 $ 2,345
63

(3)
384

$ 911

I $ 2,327 $ 17
63

Liabilities
Price risk management liabilities:

Energy commodities

Total price risk management liabilities

$ 1,566 $ 2 $ 1,557 $ 7 $ 2,345 $ 1 $ 2,327 $ 17
$ 1,566 $ 2 $ 1,557 $ 7 $ 2,345 $ I $ 2,327 $ 17
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December 31, 2012
Total Level 1 Level 2

December 31, 2011
Level 3 Total Level 1 Level 2 Level 3

$ 901 $ 901

___________

135 135

____________

2,068
15

14

___________ ___________

2,097

____________ ____________

29 3,423
3

18
24

3,468

95 86
9 10

82 83
40 38

3 2
(2) 2 (3)

437 275 640 384
3 16 24

$ 1,475 $ 2,343 $ 46 $ 5,543 $ 1,798
24

$ 5$

$ 413 $ 413

___________

63 63

___________ _____

2

_____

2

_____

$ 7 $ 2,410 1 $ 2,392 $ 17

___________

$ 379 $ 379

____________

145 145

2,068 2 $ 2,037 $ 29 3,423 3 $ 3,390 $ 30
2,068 2 2,037 29 3,423 3 3,390 30

12 1211

412 308 104
60 25 35

357 267 90
52 22 30

86 86

(2)
437

$ 915

10
83
38

7

640
19

$ 4,606
13

$ 42

10
83
38

7

3
256

$ 3,646
19

$ 49



December 31, 2012
Total Level 1 Level 2

____________

December 31,_2011
Level 3 Total Level 1 Level 2 LeveL 3

LKE
Assets

Cash and cash equivalents
Restricted cash and cash equivalents (d)
Price risk management assets:

Interest rate swaps
Total price risk management assets

Total assets

Liabilities
Price risk management liabilities:

Interest rate swaps (e)

Total price risk management liabilities

$ 58

___________

$ 58
$ 58 $ 58

___________

$ 60

$ 60

__________

$ 60

__________

$ 60

LG&E
Assets

Cash and cash equivalents
Restricted cash and cash equivalents (d)
Price risk management assets:

Interest rate swaps
Total price risk management assets

Total assets

Liabilities
Price risk management liabilities:

Interest rate swaps (e)

Total price risk managetnent liabilities

$ 5$

____________

$ 58
$ 5$ $ 58

____________

S 60

____________

$ 60

____________

S 60 $ 60

KU
Assets

\Cash and cash equivalents
C, ,?rice riak management assets:

Interest rate swaps

_____________ _____________ _____________ _____________ _____________ _____________ _____________ _____________

Total price risk manamsernent assets

_____________ _____________ _____________ _____________ _____________ _____________ _____________ _____________

Total assets

______________ ______________ ______________ ______________ ______________

(a) Current portion is included fr “Restricted cash and cash equivalents’ and long-tenn 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” and Use long-term portion is included in” Oilier noncurrent assets” on the Balance Sheets.
(d) Included in” Other noncurrent assets” on time Balance Sheets.
(e) Cturent portion is included in” Oilier current liabilities” on the Balance Sheets. The long-tenu portion is included in “Price risk management liabilities” on the Balance Sheets.

A reconciliation of net assets and liabilities classified as Level 3 for the years ended is as follows:

PPL Electric
Assets

Cash mid cash equivalents
estricted cash and cash equivalents (c)

total assets

$ 140
13

$ 153

$ 140
13

S 153

$ 320
13

$ 333

$ 43 $ 43
32 32

$ 320
13

$ 333

14
14

S $9 S 75

$ 59 $ 59
29 29

S 14
14

$ 14 $ 8$ $ 8$

$ 22$ 22 $ 25$ 25
32 32 29 29

7 $ 7
7 7

5 61 $ 54 $ 7 $ 54 $ 54

S 215 21 $ 31$ 31

7 $ 7
7 7

S 28$ 21$ 7 S 31$ 31

December 31. 2012
Balance at beginning of period

Total realized/unrealized gains (losses)
Included in earnings
Included in OCI (a)

Sales
Settlements
Transfers into Level 3
Transfers out of Level 3

Balance at end of period

PPL
Fair Value Measurements Using Significant Unobservable Inputs

(Level 3)
Energy Auction Cross-

Commodities, Rate Currency
net Securities Swaps Total

$ 13 S 24 $ 4 S 41

2 (1) 1
1 1 2

(5) (5)
(13) (13)

$ $
11 (3) (3) 5

$ 22 $ 16 $ 1 $ 39
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PPL
Fair Value Measurements Using Significant Unobservable Inputs

(Level 3)
Energy Auction Cross-

Commodities, Rate Currency
net Securities Swaps Total

iecember 31, 2011
Balance at beginning of period $ (3) $ 25 $ 22

Total realizedltmieahzed gains (losses)
Included in earnings (65) (65)
Included in DCI (a) (1) (1) $ (10) (12)

Purchases 1 1
Sales (3) (3)
Settlements 20 20
Transfers into Level 3 (10) 14 4
Transfers out of Level 3

______________ ______________ ______________ ______________

Balance at end of period S 13 $ 24 5 4 $ 41

(a) Energy Commodities” and “Cross-Currency Swaps” are included fr”Qualifying derivatives” and “Auction Rate Securities” ace included • ‘Available-for-sale securities on the
Statements of Comprehensive Income.

A reconciliation of net assets and liabilities classified as Level 3 for the years ended is as follows:

PPL Energy Supply
Fair Value Measurements Using Significant

Unobservable Inputs (Level 3)
Energy Auction

Commodities, Rate
net Securities Total

December 31, 2012
Balance at beginning of period $ 13 $ 19 $ 32

Total realizedltmrealized gains (losses)
Included in earnings 2
Included in DCI (a) 1 1

Sales (3) (3)
Settlements (13) (13)
Transfers into Level 3 $ $
Transfers mit of Level 3 11 (3) 8

$ ‘7$ 13$ 35.Balance at end of penod ——

N____cember 31, 2011
Balance at beginning of period $ (3) $ 20 S 17

Total realizediunrealized gains (losses)
Included in earnings (65) (65)
Included in OCT (a) (1) (1) (2)

Purchases I
Sales (3) (3)
Settlements 20 20
Transfers into Level 3 (10) (10)
Transfers out of Level 3 74 74

$ 13$ 19$ 3’Balance at end of penod —

(a) “Energy Commodities” are included in” Qualifying derivatives” and “Auction Rate Securities’ are included ft’ Available-for-sale securities” on the Statetnents of
Comprehensive Income.

The significant unobservable inputs used in the fair value measurement of assets and liabilities classified as Level 3 at December 31, 2012 are as
follows:
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Ouandtative Information about Level 3 Fair Value Measurements

rgy commodities

Retail natural gas sales contracts (b)

Power sales contracts (c)

FTR purchase contracts (d)

Auction rate securities (e)

Cross-currency swaps (I)

PPL Energy Supply
Energy commodities

Retail natural gas sales contracts (b)

Power sales contracts (c)

FfR purchase contracts (d)

Auction rate secrinties (e)

Range
(Weighted

Average) (a)

21% - 100% (75%)

24% (24%)

100% (100%)

54% - 74% (64%)

22% (22%)

21% - 100% (75%)

24% (24%)

100% (100%)

57% - 74% (65%)

(a) For energy commodities and suction rate securities, the range and weighted average represent the percentage of fair value derived from the unobservable inputs. For cross-
currency swaps, the range and weighted average represent the percentage decrease in fair value due to the unobservable inputs used in the model to calculate the credit valuation
adjustment.

(b) Retail natural gas sales contracts extend into 2017. $11 million of the fair value is scheduled to deliver within the next 12 months. As the forward price of natural gas increases?
(decreases), the fair value of the contracts (decreaaes)/increases.

(c) Power sales contracts extend into 2014. S(4) million of the fair value is scheduled to deliver within the next 12 months. As the forward price of basis increases?(decreases), the
fair value of the contracts (decrcases)/increases.

(d) ErR purchase contracts extend into 2015. $2 million of the fair value is scheduled so deliver within the next 12 months. As the forward implied spread incrcases/(decreases), the
fair value of the contracts increases?(decreases).

(e) Auction rats securities have a weighted average contractual maturity of 23 years. The model used to calculate fair value incorporates an assumption that the auctions will
continue to fail. As the modeled forward rates of the SWMA Index increase?(decrease), the fair value of the securities increases?(decresses).

(fl Cross-currency swaps extend into 2017. The credit valuation adjmtsnent incorporates projected probabilities of default and estimated recovery rates. As the credit valuation
adjustment incresscs?(decreases), die fair value of die swaps (decreases)?increases.

gains and losses on assets and liabilities classified as Level 3 and included in earnings for the years ended December31 were repotred in the
Statements of Income as follows:

PPL
Total gains (losses) included in earnings
Change in unrealized gains (losses) relating to

positions still held at the reporting date

PPL Energy Supply
Total gains (losses) included in eamiogs
Change in unrealized gains (losses) relating to

positions still held at the reporting date

Cross-Currency
Energy Comm odities, net Swaps

Unregulated Retail Wholesale Energy Net Energy Energy Interest
Electric and Gas Marketing Trading Margins Purchases Expense
2012 2011 2012 2011 2012 2011 2012 2011 2012 2011

$ 26$ 32$ (7) $ (12)$ (fl$ (5)$ (96)$ (1)

29 23 (4) $ 5 1 1 1 (2)

26 32 (7)

29 23 (4) 5

(12) (1) (5) (96)

1 1 1 (2)

Price Risk Management Assets/Liabilities - Energy Commodities (FPL and FPL Energy Supply)

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 the lowest level inputs that are significant to the fair value measurement
of a contract are observable, the contract is classified as Level 2. Level 2 contracts are valued using inputs which may include quotes obtained
from an exchange (where there is insufficient market liquidity to warrant inclusion in Level 1), binding and non-binding broker quotes, prices
posted by ISOs or published tariff rates. Furthennore, independent quotes are obtained from the market to validate the fonvard price
curves. These contracts include

Fair Value, net
Asset

(Liability)
Valuadnn
Tecbninue

Unnbsenable
Input(a)

24 Discounted cash flow

(4) Discounted cash flow

2 Discounted cash flow

16 Discounted cash flow

1 Discounted cash flow

24 Discounted cash flow

(4) Discounted cash flow

2 Discounted cash flow

13 Discounted cash flow

Observable wholesale prices used as
proxy for retail delivery points

Proprietary model used to calculate
forward basis prices

Historical settled prices used to model
forward prices

Modeled from SIFMA Index

Credit valuation adjustment

Observsble wholesale prices used as
proxy for retail delivery points

Proprietary model used to calculate
forward basis prices

Historical settled prices used to model
forward prices

Modeled from SWMA index
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forwards, swaps, options and structured transactions 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 contracts may be valued using models, including standard option valuation models and
standard industry models. For example, the fair value of a full-requirement sales contract that delivers power to an itliquid delivery point may be

easwed by valuing the nearest liquid trading point plus the value of the basis between the two points. The basis input may be from market
otes or historical prices.

When unobservable inputs are significant to the fair value measurement, a contract is classified as Level 3. The fair value of contracts classified
as Level 3 has been calculated using PPL proprietary models which include significant unobservable inputs such as delivery at a location where
pricing is unobservable, assumptions for customer migration or delivery dates that are beyond the dates for which independent quotes are
available. Forward transactions, including forward transactions classified as Level 3, are analyzed by PPL’s Risk Management department, which
reports to the Chief financial Officer (CFO). Accounting personneL who also report to the CFO, interpret the analysis quarterly to appropriately
classify the forward transactions in the fair value hierarchy. Valuation techniques are evaluated periodically. Additionally, Level 2 and Level 3
fair value measurements include adjustments for credit risk based on PPL’s own creditworthiness (for net liabilities) and its counterparties’
creditworthiness (for net assets). PPL’s credit department assesses all reasonably available market information which is used by accounting
personnel to calculate the credit valuation adjustment.

In certain instances, energy commodity contracts are transferred between Level 2 and Level 3. The primary reasons for the transfers during 2012
and 2011 were changes in the availability of market information and changes in the significance of the unobservable inputs utilized in the
valuation 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 (PPL, LKE, LG&E
and KU)

To manage interest rate risk, PPL, LKE, LG&E and KU use interest rate contracts such as forward-starting swaps, floating-to-fixed swaps and
fixed-to-floating swaps. To manage foreign currency exchange risk, PPL uses foreign currency contracts such as forwards, options, and cross-
currency swaps that contain characteristics of both interest rate and foreign currency contracts. An income approach is used 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, market information cannot practicably be obtained to value credit risk and therefore internal models are relied
upon. These models use projected probabilities of default and estimated recoveiy rates based on historical observances. When the credit
valuation adjustment is significant to the overall valuation, the contracts are classified as Level 3. The primary reason for the transfers during

,‘“‘kp1 2 and 2011 was the change in the significance of the credit valuation adjustment. Cross-currency swaps classified as Level 3 are valued by
P1’s Corporate Finance department. which reports to the CFO. Accounting personnel, who also report to the Cf0, interpret analysis quarterly to

àppropriately classify the contracts in the fair value hierarchy. Valuation techniques are evaluated periodically.

(PFL and PPL Energy Supply)

NOT Funds

The market approach is used to measure the fair value of equity securities held in the NDT funds.

• 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 Total Market Index.

• Investments in commingled equity funds are classified as Level 2 and represent securities that track the S&P 500 Index, Dow Jones U.S.
Total Stock Market Index and the Dow Jones U.S. Completion Total Stock Market Index. These fair value measurements are based on finn
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. V/hen 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.
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The debt securities held by the NDT funds at December 31, 2012 have a weighted-average coupon of 4.11% and a weighted-average maturity of
8.26 years.

,.iction Rate Securities

iuction rate securities include Federal Family Education Loan Program guaranteed student loan revenue bonds, as well as various municipal bond
issues. The exposure to realize losses on these securities is not significant.

The fair value of auction rate securities is estimated using an income approach that includes readily observable inputs, such as principal payments
and discount curves for bonds with credit ratings and maturities similar to the securities, and unobservable inputs, such as future interest rates that
are estimated based on the SIFMA Index, creditworthiness, and liquidity assumptions driven by the impact of auction failures. When the present
value of future interest payments is significant to the overall valuation, the auction rate securities are classified as Level 3. The primary reason for
the transfer out of Level 3 in 2012 was the change in the significance of the present value of future interest payments as maturity dates approach.

Auction rate securities are valued by PPL’s Treasury department, which reports to the CFO. Accounting personnel, who also report to the CFO,
interpret the analysis quarterly to appropriately classify the contracts in the fair value hierarchy. Valuation techniques are evaluated periodically.

Nonrecurring Fair Value Measurements (FPL, FPL Energy Supply, LKE and KU)

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)

PPL, LKE and KU
Equity investment in EEl:

December31, 2012 $ 25 $ 25
PPL and PPL Enerey Supply

Sulfur dioxide emission allowances (c):
December3l,2010 $ 1 1
September 30, 2010 6 4
June3O,2010 11 3 $
March3l,2010 13 10 3

RECs (c):
September 30, 2011 1 1
hme30,2011 2 $ 1 1
March3l,2011 3 3

Certain non-core generation facilities:
September 30, 2010 473 381 96

(a) Represents carrying value before fair value measurement.
(b) The loss on the EEl investment was recorded in the Kentucky Regulated segment and included in “Other-Than-Temporary Impairments” on the Statement of Income. Losses on

sulfur dioxide emission allowances and RECs were recorded in the Supply segment and included ft’ Other operation and maintenance” on the Statements of Income. Losses on
certain non-core generation facilities were recorded in the Supply segment and included in “Income (Loss) from Discontinued Operations (net of income taxes)” on the Statetnent
of Income.

(c) Cia-rent and long-tenn sulftu- dioxide emission allowances and RECs are included in “Other current assets’ and ‘Other intangibles” in their respective areas on the Balance
Sheets.

The significant unobservable inputs used in the nonrecurring fair value measurement of assets and liabilities classified as Level 3 at December 31,
2012 are as follows:

Quantitative Information about Level 3 Fair Value Measurements
fair Value, net Range

Asset Valuation Unobservable (Weighted
(Liability) Technique Input(s) Average)

PPL, LKE, and KU

Long-tenn forward price curves and
Equity investment in EEl $ Discounted cash flow capital expenditure projections 100% (100%)
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Equity Investment in EEl (FFL, LKE and KU)

During the fourth quarter 2012, KU recorded an other-than-temporary decline in the value of its equity investment in EEl. KU performed an
internal analysis using an income approach based on discounted cash flows to assess the current fair value of its investment based on several

ctors. KU considered the following factors: long-dated forward power and fuel price curves, the cost of compliance with environmental
/andards, and the majority ovuier and operators announcement in the fourth quarter 2012 to exit from the merchant generation

business. Assumptions used in the fair value assessment were forward energy price curves, expectations for capacity (demand) for energy in EEls
market, and expected capital expenditures used in the calculation that were comparable to assumptions used by KU for internaL budgeting and
forecasting purposes. Through this analysis, KU determined the fair value to be zero.

(PFL and FPL Energy Supply)

Sulfur Dioxide Emission Allowances

Due to declines in market prices, 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 allowances. 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 declines in forecasted full-requirement obligations in certain markets as well as declines in market prices, 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.

Certain Non-Core Generation facilities

Certain non-core generation facilities met the held for sale criteria at September 30, 2010. As a result, net assets held for sale were written down
to their estimated fair value less cost to sell. The fair value in the table above excludes $4 million of estimated costs to sell and was based on the
negotiated sales price (achieved through an active auction process). See Note 9 for additional information on the completed sale.

Financial Instruments Not Recorded at Fair Value (PPL, FFL Energy Supply, PFL Electric, LKE, LG&E and KU)

The carrying amounts of contract adjustment payments related to the Purchase Contract component of the Equity Units and long-term debt on the

(lance

Sheets and their estimated fair values are set forth below. The fair values of these instruments were estimated using an income approach
‘ discounting future cash flows at estimated current cost of funding rates, which incorporate the credit risk of the Registrants. These instruments

are classified as Level 2. The effect of third-party credit enhancements is not included in the fair value measurement.

December 31, 2012 December 31, 2011
Carrying Carrying
Amount fair Value Amount fair Value

PPL
Contract adjustment payments (a) $ 105 $ 106 $ 198 $ 198
Long-term debt 19,476 21,671 17,993 19,392

PPL Enerv Supply
Long-term debt 3.272 3,556 3,024 3,397

PPL Electric
Long-tenu debt 1,967 2,333 1,718 2,012

LKE
Long-term debt 4,075 4,423 4,073 4,306

LG&E
Long-tenndebt 1,112 1,178 1,112 1,164

KU
Long-term debt 1,842 2,056 1,842 2,000

(a) Included in” Other current liabilities” and “Other deferred credits and noncurrent liabilities” on the Balance Sheets.
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The canying value of short-term debt (including notes between affiliates), when outstanding, represents or approximates fair value due to the
variable interest rates associated with the financial instruments and is classified as Level 2. The carrying value of held-to-maturity, short-term
investments at December 31, 2011 approximated fair value due to the liquid nature and short-term duration of these instruments.

f’”i-edit Concentration Associated with financial Instruments

(PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

Contracts are entered into with many entities for the purchase and sale of energy. Many of these contracts qua1if’ for NPNS 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 19 for information on credit policies used to manage credit risk, including master netting
arrangements and collateral requirements.

(PPL)

At December 31, 2012, PPL had credit exposure of $1.8 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 $688 million. The top ten counterparties
accounted for $367 million, or 53%, of the net exposure and all had investment grade credit ratings from S&P or Moody’s.

(PPL Energy Supply)

At December 31, 2012, PPL Energy Supply had credit exposure of $1.8 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 $688 million. The top ten counterparties accounted for $367 million, or 53%, of the net exposure and all had investment grade credit ratings
from S&P or Moody’s. See Note 16 for information regarding the related party credit exposure.

(PPL Electric)

At December 31, 2012, PPL Electric had no credit exposure under energy supply contracts (including its supply contracts with PPL EnergyPlus).

(LKE, LG&E and KU)

At December 31, 2012, LKE’s, LG&Es and KU’s credit exposure was not significant.

Derivative Instruments and Hedging Activities

Risk Management Objectives

(PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

PPL has a risk management policy approved by the Board of Directors to manage market risk (including price, liquidity and volumetric risk) and
credit risk (including non-performance risk and payment default 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.

Market Risk

Market risk includes the potential loss that may be incurred as a result of price changes associated with a particular financial or commodity
instrument as well as liquidity and volumetric risks. Forward contracts, futures contracts, options, swaps and structured transactions, such as
tolling agreements, are utilized as part of risk management strategies to minimize unanticipated fluctuations in earnings caused by changes in
commodity prices, volumes of full-requirement sales contracts, basis exposure, interest rates andlor foreign currency exchange rates. Many of the
contracts meet the definition of a derivative. All derivatives are recognized on the Balance Sheets at their fair value, unless they qualify for
NPNS.
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The table below summarizes the market risks that affect PPL and its subsidiaries.

PPL PPL
PPL Energy Supply Electric LKE LG&E KU

1y’commodity price risk (including basis and
volumethc risk) X X M M M M

nterest rate risk:
Debt issuances X X M M M M
Defined benefit plans X X M M M M
NDT securities X X

Equity securities price risk:
Defined benefit plans X X M M M M
NDT securities X X
future stock transactions X

foreign currency risk - WPD investment X

X = PPL and PPL Energy Supply actively mitigate market risks through their risk management programs described above.
M = The regulatoiy environments for PPLs regulated entities, by defmition, significantly mitigate market risk.

Commodity price and volumetric risks

• PPL Energy Supply is exposed to 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 and gas 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;

• PPL Electric is exposed to commodity price and volumetric risks from its obligation as PLR; however, its PUC-approved cost recovery
mechanism substantially eliminates its exposure to market risk. PPL Electric also mitigates its exposure to volumetric risk by entering into
full-requirement supply agreements to serve its PLR customers. These supply agreements transfer the volumetric risk associated with the
PLR obligation to the energy suppliers; and

• LG&Es and KU’s rates include certain mechanisms for fuel, gas supply and environmental expenses. These mechanisms generally provide
for timely recovery of market price and volumetric fluctuations associated with these expenses.

Interest rate risk

• PPL and its subsidiaries are exposed to interest rate risk associated with forecasted fixed-rate and existing floating-rate debt issuances. WPD
holds over-the-counter cross currency swaps to limit exposure to market fluctuations on interest and principal payments from foreign
currency exchange rates. LG&E utilizes over-the-counter interest rate swaps to limit exposure to market fluctuations on floating-rate debt
and LG&E and KU utilize forward starting interest rate swaps to hedge changes in benchmark interest rates.

PPL and its subsidiaries are exposed to interest rate risk associated with debt securities held by defmed benefit plans. Additionally, PPL
Energy Supply is exposed to interest rate risk associated with debt securities held by the NOT.

Equity securities price risk

• PPL and its subsidiaries are exposed to equity securities price risk associated with equity securities held by defmed benefit
plans. Additionally, PPL Energy Supply is exposed to equity securities price risk in the NOT funds.

• PPL is exposed to equity securities price risk from future stock sales andlor purchases.

Foreign currency risk

• PPL is exposed to foreign currency exchange risk primarily associated with its investments in U.K. affiliates.

Credit Risk

Credit risk is the potential loss that may be incurred due to a counterpartys non-performance, including defaults on payments and energy
commodity deliveries.

PPL is exposed to credit risk from ‘in-the-money” interest rate and foreign currency derivatives with fmancial institutions, as well as additional
credit risk through certain of its subsidiaries, as discussed below.
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PPL Energy Supply is exposed to credit risk from “in-the-money” commodity derivatives with its energy trading partners, which include other
energy companies, fuel suppliers and financial institutions.

LKE, LG&E and KU are exposed to credit risk from “in-the-money” interest rate derivatives with financial institutions.

e majority of credit risk stems from 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
or better prices as those under the defaulted contracts, PPL Energy Supply would incur fmancial 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 a supplier of LKE (through its subsidiaries LG&E and KU) or PPL Electric 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, thus mitigating the risk for these entities.

PPL and its subsidiaries have credit policies in place to manage 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 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 18
for credit concentration associated with energy trading partners.

Master Netting Arrangements

Net derivative positions are not offset against the right to reclaim cash collateral (a receivable) or the obligation to return cash collateral (a
payable) under master netting arrangements.

PPUs and PPL Energy Supply’s obligation to return counterparty cash collateral under master netting arrangements was $112 million and $147
million at December 31, 2012 and December 31, 2011.

PPL Electric, LKE, and LG&E had no obligation to return cash collateral under master netting arrangements at December 31, 2012 and
December 31, 2011.

PPL, LKE and LG&E had posted cash collateral under master netting arrangements of $32 million at December 31, 2012 and $29 million at
December 31, 2011.

t L Energy Supply and PPL Electric had not posted any cash collateral under master netting arrangements at December 31, 2012 and
ecember3l, 2011.

(PPL and PPL Energy Supply)

Commodity Price Risk (Non-trading)

Commodity price risk, including basis and volumetric risk, is among PPLs 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
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, transportationltransmission availability and reliability within and between regions,
market liquidity, and the nature and extent of current and potential federal and state regulations.

PPL Energy Supply maximizes the value of its wholesale and retail energy portfolios through the use of non-trading strategies that include sales of
competitive baseload generation, optimization of competitive intermediate and peaking generation and marketing activities.

PPL Energy Supply has a format hedging program to economically hedge the forecasted purchase and sale of electricity and related fuels for its
competitive baseload generation fleet, which includes 7,275 MW (summer rating) of nuclear, coal and hydroelectric generating capacity. PPL
Energy Supply attempts to optimize the overall value of its competitive intermediate and peaking fleet, which includes 3,316 MW (summer rating)

of natural gas and oil-fired generation. PPL Energy Supply’s marketing portfolio is comprised of frill-requirement sales contracts and related
supply contracts, retail natural gas and electricity sales contracts and other marketing activities, The strategies that PPL Energy Supply uses to

hedge its full-
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requirement sales contracts include purchasing energy (at a liquid trading hub or directly at the load delivery zone), capacity and RECs in the
market and/or supplying the energy, capacity and RECs from its generation assets.

PPL and PPL Energy Supply enter into fmancial and physical derivative contracts, including forwards, futures, swaps and options, to hedge the
•ce risk associated with electricity, natural gas, oil and other commodities. Certain contracts qualify for NPNS or are non-derivatives and are

ierefore not reflected in the financial statements until delivery. PPL and PPL Energy Supply segregate their non-trading activities into two
categories: cash flow hedges and economic activity. In addition, the monetization of certain full-requirement sales contracts in 2010 impacted
both the cash flow hedge and economic activity, as discussed below.

Monetization of Certain Full-Requirement Sales Contracts

In July 2010, in order to raise additional cash for the LIKE acquisition, PPL Energy Supply monetized certain full-requirement sales contracts that
resulted in cash proceeds of $249 million and triggered certain accounting:

• A portion of these sales contracts had previously been accounted for as NPNS and received accrual accounting treatment. PPL Energy
Supply could no longer assert that it was probable that any contracts with these counterparties would result in physical delivery. Therefore,
the fair value of the NPNS contracts of $160 million was recorded on the Balance Sheet in “Price risk management assets,” with a
corresponding gain of $144 million recorded to ‘Wholesale energy marketing - Realized” on the Statement of Income, and $16 million
recorded to “Wholesale energy marketing - Um-ealized economic activity,” related to full-requirement sales contracts that had not been
monetized.

• The related purchases to supply these sales contracts were accounted for as cash flow hedges, with the effective portion of the change in fair
value being recorded in AOCI and the ineffective portion recorded in “Energy purchases - Unrealized economic activity.” The corresponding
cash flow hedges were dedesignated and all amounts previously recorded in AOCI were reclassified to earnings. This resulted in a pre-tax
reclassification of $( 173) million of losses from AOCI into “Energy purchases - Unrealized economic activity” on the Statement of
Income. An additional charge of $(39) million was also recorded in “Wholesale energy marketing - Unrealized economic activity” on the
Statement of Income to reflect the fair value of the sales contracts previously accounted for as economic activity.

• The net result of these transactions, excluding the full-requirement sales contracts that have not been monetized, was a loss of $(68) million,
or $(40) million, after tax.

The proceeds of $249 million from these monetizations are reflected in the Statement of Cash Flows as a component of “Net cash provided by
operating activities.”

(ash Flow Hedges

Certain derivative contracts have qualified for hedge accounting so that the effective portion of a derivative’s gain or loss is deferred in AOCI and
reclassified into earnings when the forecasted transaction occurs. The cash flow hedges that existed at December 31, 2012 range in maturity
through 2016. At December 31, 2012, the accumulated net unrecognized after-tax gains (losses) that are expected to be reclassified into earnings
during the next 12 months were $124 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 AOCI are
reclassified into earnings once it is determined that the hedge transaction is probable of not occurring. For 2012 and 2011 such reclassifications
were insignificant. For 2010, such reclassifications were after-tax gains (losses) of $(89) million. The amounts recorded in 2010 were primarily
due to the monetization of certain full-requirement sales contracts, for which the associated hedges are no longer required, as discussed above.

Hedge ineffectiveness associated with energy derivatives was insignificant in 2012. For 2011 and 2010, after-tax gains (losses) from hedge
ineffectiveness were $(22) million and $(30) million.

Prior to the adoption of new accounting guidance, in 2010, after-tax gains of $82 million, which had been recognized in a previous period due to
ineffectiveness on cash flow hedges, were reversed from earnings based on prospective regression analysis demonstrating that these hedges were
expected to be highly effective over their term.
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Economic Activity

Many derivative contracts economically hedge the commodity price risk associated with electricity, natural gas, oil and other commodities but do
not receive hedge accounting treatment because they were not eligible for hedge accounting or for which hedge accounting was not

cted. These derivatives hedge a portion of the economic value of PPL Energy Supply’s competitive generation assets and unreguLated full
quirement 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 qualif’ing cash flow hedges (see “Cash Flow Hedges” above). The derivative contracts in
this category that existed at December 31, 2012 range in maturity through 2019.

Examples of economic activity include hedges on sales of baseload generation, certain purchase contracts used to supply full-requirement sales
contracts, FIRs or basis swaps used to hedge basis risk associated with the sale of competitive generation or supplying unregulated full-
requirement sales contracts, Spark Spread hedging contracts, retail electric and natural 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, price exposure is
generally limited to the cost of the generating unit and does not expose PPL Energy Supply to uncovered market price risk.

Unrealized activity associated with monetizing certain full-requirement sales contracts was also included in economic activity during 2012, 2011
and 2010.

The net fair value of economic positions at December 31, 2012 and December 31, 2011 was a net asset (liability) of $346 million and $(63)
million for PPL and PPL Energy Supply. The unrealized gains (losses) for economic activity were as follows.

2012 2011 2010

Operating Revenues
Unregulated retail electric and gas S (17) $ 31 S
Wholesale energy marketing (311) 1,407 (805)

Operating Expenses
fuel (14) 6 29
Energy purchases 442 (1,123) 286

The net gains (losses) recorded in” Wholesale energy marketing” resulted primarily from hedges of baseload generation, from certain full-
requirement sales contracts, from hedge ineffectiveness, as discussed in “Cash Flow Hedges” above, and from the monetization of certain full-
requirement sales contracts in 2010, also discussed above. The net gains (losses) recorded in “Energy purchases” resulted primarily from certain
iurchase contracts to supply the full-requirement sales contracts noted above, from hedge ineffectiveness, and from purchase contracts that no

)nger hedge the full-requirement sales contracts that were monetized in 2010.

(PPL and PFL Energy Supply)

Commodity Price Risk (Trading)

PPL Energy Supply also has a proprietary trading strategy which is utilized 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. The proprietary trading portfolio is not a significant part of PPL Energy Supply’s business and is shown in “Net energy
trading margins” on the Statements of Income.

Commodity Volumetric Activity

As of December 31, 2012, the net notional volumes of derivative (sales)/purchase contracts used in support of the various strategies discussed
above were as follows.

Volume
Commodity Unit of Measure 2013 2014 2015 Thereafter

Power IvfWh (38,791,951) (16,720,361) 1,636.197 3,871,199
Capacity MW-Month (8,248,465) (135,110) (37,208) 525
Gas MMBtu 18,419,599 (21,663,269) (10,386,745) (5,027,288)
Coat Tons (240,000)
FTRs MW-Month 28,690 6,389 1,465
Oil Barrels (4,022.000) 240,000 300,000 180,000
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Interest Rate Risk

(PPL, LKE, LG&E and KU)

L and its subsidiaries issue debt to fmance their operations, which exposes them to interest rate risk. Various fmancial derivative instruments
re utilized to adjust the mix of fixed and floating interest rates in their debt portfolio, adjust the duration of the debt portfolio and lock in
benchmark interest rates in anticipation of future financing, when appropriate. Risk limits under PPL’s risk management program are designed to
balance risk exposure to volatility in interest expense and changes in the fair value of the subsidiaries debt portfolio due to changes in benchmark
interest rates.

Cash Flow Hedges

(?PL)

Interest rate risks include exposure to adverse interest rate movements for outstanding variable rate debt and for future anticipated
fmancings. Financial interest rate swap contracts that qualify as cash flow hedges may be entered into to hedge floating interest rate risk
associated with both existing and anticipated debt issuances. Outstanding interest rate swap contracts ranged in maturity through 2024 for WPD
and through 2043 forPPL’s domestic interest rate swaps. These swaps had an aggregate notional value of $1.2 billion at December 31, 2012, of
xhich £290 million (approximately $465 million based on spot rates) was related to WPD. Included in this total are forward-starting interest rate
swaps entered into by PPL on behaffofLG&E and KU. LG&E and KU believe that realized gains and losses from the swaps are probable of
recoveiy through regulated rates; as such, the fair value of these derivatives have been reclassified from AOCI to regulatoiy assets or
liabilities. The gains and losses will be recognized in “Interest Expense” on the Statements of Income over the life of the underlying debt when
the hedged transaction occurs.

PPL holds a notional position in cross-currency interest rate swaps totaling $1.3 billion that mature through 2028 to hedge the interest payments
and principal of WPD’s U.S. dollar-denominated senior notes.

For 2012, hedge ineffectiveness associated with interest rate derivatives was insignificant. For 2011, hedge ineffectiveness associated with these
derivatives resulted in a net after-tax gain (loss) of $(9) million, which included a gain (loss) of $(4) million attributable to certain interest rate
swaps that failed hedge effectiveness testing during the second quarter of 2011. For 2010, hedge ineffectiveness associated with these derivatives
resulted in a net after-tax gain (loss) of $(9) million.

Cash flow hedges are discontinued if it is no longer probable that the original forecasted transaction will occur by the end of the originally

4 ‘-ecified time periods and any amounts previously recorded in AOCI are reclassified into earnings once it is determined that the hedged
ansaction is probable of not occurring. PPL had no such reclassifications for 2012 and 2011. As a result of the expected net proceeds from the

anticipated sale of certain non-core generation facilities, coupled with the monetization of certain full-requirement sales contracts, debt that had
been planned to be issued by PPL Energy Supply in 2010 was no longer needed. As a result, hedge accounting associated with interest rate swaps
entered into by PPL in anticipation of a debt issuance by PPL Energy Supply was discontinued. PPL reclassified into earnings a net after-tax gain
(loss) of $(19) million in 2010.

At December 31, 2012, the accumulated net unrecognized after-tax gains (losses) on qualifying derivatives that are expected to be reclassified into
earnings during the next 12 months were $(13) million. Amounts are reclassified as the hedged interest payments are made.

(LKE, LG&E and KU)

In November 2012, LG&E and KU entered into forward-starting interest rate swaps with PPL that hedge the interest payments on new debt that is
expected to be issued in 2013. These hedging instruments have terms identical to forward-starting swaps entered into by PPL with third
parties. LG&E and KU believe that realized gains and losses from the swaps are probable of recovery through regulated rates; as such, the fair
value of these derivatives have been reclassified from AOCI to regulatory assets or liabilities. The gains and losses will be recognized in “Interest
Expense” on the Statements of Income over the life of the underlying debt when the hedged transaction occurs. At December 31, 2012, LG&E
and KU each held contracts with aggregate notional amounts of $150 million that range in maturity through 2043.

(PPL Energt’ Supply,)

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 risk associated with investments in U.K.
affiliates. For 2010, hedge ineffectiveness associated with these derivatives was insignificant for
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interest rate cross-currency swaps contracts. For 2010, PPL Energy Supply had no reclassilications for cash flows hedges that were discontinued
when it was no longer probable that the original forecasted transaction would occur by the end of the originally specified period.

Fair Value Hedges

ç)PPL)

PPL is exposed to changes in the fair value of its debt portfolio. To manage this risk, fmancial contracts may be entered into to hedge fluctuations
in the fair value of existing debt issuances due to changes in benchmark interest rates. In July 2012, contracts held by PPL that ranged in maturity
through 2047 and had a notional value of $99 million were canceled without penalties by the counterparties. PPL did not hold any such contracts
at December 31, 2012. PPL did not recognize 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 or from hedges of debt issuances that no longer qualified as fair
value hedges for 2012, 2011 and 2010.

In 2011, PPL Electric redeemed $400 million of 7.125% Senior Secured Bonds due 2013. As a result of this redemption, PPL recorded a gain
(loss) of $22 million, or $14 million after tax, for 2011 in “Other Income (Expense) - net” on the Statement of Income as a result of accelerated
amortization of the fair value adjustments to the debt in connection with previously settled fair value hedges.

(PFL Energy Supply)

Tn 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 risk associated with investments in U.K.
affiliates. PPL Energy Supply did not recognize 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 or resulting from hedges of debt issuances that no longer qualified
as fair value hedges for 2010.

Economic Activity (PPL, LKE and LG&E)

LG&E enters into interest rate swap contracts that economically hedge interest payments on variable rate debt. Because realized gains and losses
from the swaps, including a terminated swap contract, are recoverable through regulated rates, any subsequent changes in fair value of these
derivatives are included in regulatory assets or liabilities until they are realized as interest expense. Realized gains and losses are recognized in
“Interest Expense” on the Statements of Income when the hedged transaction occurs. At December 31, 2012, LG&E held contracts with aggregate
notional amounts of$179 million that range in maturity through 2033. The fair value of these contracts were recorded as liabilities of $58 million

$60 million at December 31, 2012 and 2011, with equal offsetting amounts recorded as regulatory assets.

Foreign Currency Risk

(FPL)

PPL is exposed to foreign currency risk, primarily through investments in U.K. affiliates. PPL has adopted a foreign currency risk management
program designed to hedge certain foreign currency exposures, including finn commitments, recognized assets or liabilities, anticipated
transactions and net investments. In addition, PPL enters into fmancial instruments to protect against foreign currency translation risk of expected
earnings.

Net Investment Hedees

PPL enters into foreign currency contracts on behalf of a subsidiary to protect the value of a portion of its net investment in WPD. The contracts
outstanding at December 31, 2012 had an aggregate notional amount of162 million (approximately $261 million based on contracted rates). The
settlement dates of these contracts range from May 2013 through December 2013. At December 31, 2012 and 2011, the fair value of these
positions was a net asset (liability) of $(2) million and $7 million.

Additionally. in 2012, a PPL Global subsidiary that has a U.S. dollar functional currency entered into a GBP intercompany loan payable with a
PPL WEM subsidiar that has a GBP functional currency. The loan qualifies as a net investment hedge for the PPL Global subsidiary. As such,
the foreign currency gains and losses on the intercompany loan for the PPL Global subsidiary are recorded to the foreign currency translation
adjustment component of AOCI. At December 31, 2012, the intercompany loan outstanding was £47 million (approximately $76 million based
on spot rates).
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For 2012, PPL recognized after-tax net investment hedge gains (losses) of $(5) million in the foreign currency translation adjustment component
of AOCI. For 2011 and 2010, PPL recognized after-tax net investment hedge gains (losses) of $4 million in the foreign currency translation
adjustment component of AOCI. At December 31, 2012 and 2011, PPL had $14 million and $19 million of accumulated net investment hedge
after-tax gains (tosses) that were inctuded in the foreign currency translation adjustment component of AOCI.

, FL Ener Supply)

In Januaiy 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 foreign currency exchange risk associated with
investments in U.K. affiliates, For 2010, PPL Energy Supply recognized insignificant amounts in the foreign currency translation adjustment
component of AOCI.

Cash Flow Hedges

(PFL)

PPL may enter into foreign currency derivatives associated with foreign currency-denominated debt and the exchange rate associated with firm
commitments (including those for the purchase of equipment) denominated in foreign currencies; however, at December 31, 2012, there were no
existing contracts of this nature. Amounts previously settled and recorded in AOCI are reclassified as the hedged interest payments are made and
as the related equipment is depreciated. Insignificant amounts are expected to be reclassified into earnings during the next 12 months.

During 2012, 2011 and 2010, no cash flow hedges were discontinued because it was probable that the original forecasted transaction would not
occur by the end of the originally specified time periods.

Fair Value Hedges

PPL enters into foreign currency forward contracts to hedge the exchange rate risk associated with finn commitments denominated in foreign
currencies; however, at December 31, 2012, there were no existing contracts of this nature and no gains or losses recorded for 2012, 2011 and
2010 related to hedge ineffectiveness, or from a portion of the hedging instrument being excluded from the assessment of hedge effectiveness, or
from hedges of firm commitments that no longer qualified as fair value hedges.

Economic Activity

kPL enters into foreign currency contracts on behalf of a subsidiary to economically hedge GBP-denominated anticipated earnings. At
)ecember 31, 2012, the total exposure hedged by PPL was approximately £1.3 billion (approximately $2.0 billion based on contracted rates) and

ihe net fair value of these positions was an asset (liability) of $(42) million. These contracts had termination dates ranging from January 2013
through february 2015. Realized and unrealized gains (losses) on these contracts are included in “Other Income (Expense) - net” on the
Statements of Income and were $(52) million for 2012. At December 31, 2011, the total exposure hedged by PPL was £288 million and the net
fair value of these positions was an asset (liability) of $11 million. Realized and unrealized gains (losses) were $10 million for 2011 and
insignificant for 2010.

In anticipation of the repayment of a portion of the GBP-denominated borrowings under the 2011 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 U.S. dollar-denominated 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. ‘When these trades were settled in April 2011, PPL recorded $55 million of pre-tax, net gains (losses) in “Other Income (Expense) -

net” on the Statements of Income.

(FFL Energy Supply)

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 earnings denominated in British pounds sterling. PPL
Energy Supply recorded gains (losses) on these contracts, both realized and unrealized, in “Income (Loss) from Discontinued Operations (net of
income taxes)” on the Statements of Income. For 2010. PPL Energy Supply recorded insignificant gains (losses).
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Accounting and Reporting

(PFL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

1 derivative instruments are recorded at fair value on the Balance Sheet as an asset or liability unless they qualify for NPNS. NPNS contracts
-

. ar PPL and PPL Energy Supply include full-requirement sales contracts, other physical purchases and sales contracts and certain retail energy
and physical capacity contracts, and for PPL Electric include full-requirement purchase contracts and other physical purchase contracts. Changes
in the fair value of derivatives not designated as NPNS are recognized currently in earnings unless specific hedge accounting criteria are met,
except for the changes in fair value of LG&E’s and KU’s interest rate swaps, which beginning in the third quarter of 2010, are recognized as
regulatory assets or liabilities. See Note 6 for amounts recorded in regulatory assets at December 31, 2012 and 2011.

See Note I for additional information on accounting policies related to derivative instruments.

(PFL)

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

Current:
Price Risk Management

Assets/Liabilities (b):
Interest rate swaps
Cross-currency swaps
Foreign currency

contracts
Commodity contracts

Total current
Noncurrent:

Price Risk Management
Assets/Liabilities (b):

Interest Tate SWPS

Cross-currency swaps
Foreign currency

contracts
Commodity contracts

Total noncurrent

Total derivatives

$ 14 $ 22
3

(a) $300 million and $237 million of net gains associated with derivatives that were no longer designated as hedging instruments are recorded in AOCI at December 31, 2012 and
2011.

(b) Represents the location on the Balance Sheet.

The after-tax balances of accumulated net gains (losses) (excluding net investment hedges) in AOCI were $132 million, $527 million and $695
million at December 31, 2012, 2011 and 2010.

The following tables present the pre-tax effect of derivative instruments recognized in income, OCI or regulatory assets and regulatory liabilities.

Derivatives in
Fair Value Hedging

Relationships

Hedged Items in
Fair Value Hedging

Relationships

Location of Gain
(Loss) Recognized

in Income
Gain (Loss) Recognized
in Income on Derivative

Gain (Loss) Recognized
in Income on Related Item

2012
Interest rate swaps

2011
Interest rate swaps

2010
Interest rate swaps

Fixed rate debt

fixed rate debt

Fixed rate debt

Interest Expense
Other Income
(Expense) - net

Interest Expense $

December 31, 2012 December 31, 2011

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

$ 5$ 3$ 3 $ 5
7

2 23 7 $ 11
59

____________

$ 1,452 1,010 872 3 1,655 1,557
73 27 1,452 1,038 882 8 1,666 1,562

1 53 55
14 1 24

19
27

_____________

530 556 42 2 854 783
42 1 530 628 66 2 854 838

$ 115 $ 28 $ 1,982 $ 1,666 $ 948 $ 10 $ 2,520 $ 2.400

Interest Expense

$

$ 3

2 $ 25

77

48 $ (6)

37$



Cross-currency swaps

Commodity contracts

Total

Net Investment Hedges:
Foreign cturency contracts

2011
Cash Flow Hedges:

Interest rate swaps
Cross-currency swaps

Commodity contracts

Total

Net Investment Hedges:
foreign currency contracts

2010
Cash flow Hedges:

Interest fate swaps

Cross-currency swaps

Commodity contracts

if otal

Net Invesunent Hedges:
Foreign currency contracts

Location of Gain (Loss)
Recognized in Income

(2$) Interest Expense
Other Income (Expense) - net

(15) Interest Expense
Other Income (Expense) - net

114 Wholesale energy marketing
Depreciation
Energy purchases

Interest Expense
Interest Expense
Other Income (Expense) - net
Wholesale energy marketing
fuel
Depreciation
Energy purchases

Interest Expense
Other Income (Expense) - net
Interest Expense
Other Income (Expense) - net
Wholesale energy marketing
Fuel
Depreciation
Energy purchases

Derivatives Not Designated as
Hedging Instruments

Location of Gain (Loss) Recognized in
Income on Derivatives 2012 2011 2010

foreign currency contracts
interest rate swaps
Commodity contracts

Other income (Expense) - net
Interest Expense
Utility
Unregulated retail electric and gas
Wholesale energy marketing
Net energy trading margins (a)
Fttel
Energy purchases
Total

(52) $ 65 $
(8) (8)

(1)
30 39

1,191 1,606
8 (6)

(1)
(1,493)

$ 201

(2)
11

(70)

12
(405)

$ (450)

Derivatives Not Designated as
Bedging Instruments

-

Location of Gain (Loss) Recognized as
Renulatorv Liabilities/Assets 2012 2011

Interest rate swaps Regulatory assets - noncurrent 1$

Derivatives Designated as
Cash Flow Hedges

Location of Gain (Loss) Recognized as
Regulatory Liabilities/Assets 2012 2011

Interest rate swaps Regulatory liabilities - noncurrent $

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

(PFL Energy Supply)

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

Derivative
Relationships

12
Cash How Hedges:

Interest rate swaps

Derivative Gain
(Loss) Recognized in

OCI (Effective Portion)

$

$ 71

$ (7)

$ (55)
(35)

431

S 341

$ 6

Gain (Loss) Reclassified
from AOCI into Income

(Effective Portion)

S (1$)

(2)
(23)
891

7

(139)
$ 712

$ (13)
5

29
$35

7

(243)
$ 616

5 (4)
(30)

2
16

680

7

(45$)
S 210

Gain (Loss) Recogisized
in Income on Derivative
(Ineffective Portion and
Amount Excluded from
Effectiveness Testing)

$ (I)

(2)
5 (3)

5 (13)

(39)

5 (51)

5 (17)

(201)

3
5 (215)

$ (145)

25

487

S 367

5

$

(965)
$ 204

$ (26)

379



urrent:
Price Risk Management

Assets/Liabilities (b):
Commodity contracts

Total current
Noncurrent:

Price Risk Management
Assets/Liabilities (b):

Commodity contracts
Total noncurrent

Total derivatives

December 31, 2012
Derivatives designated as

hedging instruments
Assets Liabilities

(a) $300 million and $237 million of net gains associated with derivatives that were no longer designated as hedging instnunents are recorded in AOCI at December 31, 2012 and
2011.

(b) Represents the location on the Balance Sheet.

The after-tax balances of accumulated net gains (losses) (excluding net investment hedges) in AOCI were $210 million, $605 million and $733
million at December 31, 2012, 2011 and 2010. The December 31, 2011 AOCI balance reflects the effect of PPL Energy Supply’s distribution of
its membership interest in PPL Global to its parent, PPL Energy Funding. See Note 9 for additional information.

The following tables present the pre-tax effect of derivative instruments recognized in income or OCT. There were no gains (losses) on interest
rate swaps for 2012.

Derivatives in
Fair Value fledging

Relationships

Hedged Items in
fair Value fledging

Relationships

Location of Gain
(Loss) Recognized

in Income
Gain (Loss) Recognized
in Income on Derivative

Gain (Loss) Recognized
in Income on Related Item

Total

Derivative
Rela tionshis

Net Investment Hedges:
Foreign currency contracts

Derivative Gain
(Loss) Recognized in

OCI (Effective Portionl
Location of Gain (Loss)
Recoenized in Income

114 Wholesale energy marketing
Depreciation
Energy purchases

Wholesale energy marketing
Fuel
Depreciation
Energy purchases

Discontinued Operations (net of
income taxes)
Discontintied Operations (net of
income faxes)
Wholesale energy marketing
fuel
Depreciation
Energy purchases

Gain (Loss) Reclassified
from AOCI into income

(Effective Portiont

Gain (Loss) Recognized
in Income on Derivative
(Ineffective Portion and
Amount Excluded from
Effectiveness Testing)

(1)

(2)
(3)

December 31. 2011
Derivatives not designated Derivatives designated as Derivatives not designated
as hedging instruments (a) hedging instruments as hedging instruments (a)

Assets Liabilities Assets liabilities Assets Liabifides

$ 59

____________

$ 1,452 $ 1,010 $ 872 $ 3 $ 1,655 $ 1,557
59

____________

1,452 1,010 872 3 1,655 1,557

27

_____________

530 556 42 2 854 783
27

_____________

530 556 42 2 854 783
$ 86 $ 1,982 $ 1,566 $ 914 $ 5 S 2,509 $ 2,340

2011
Interest rate swaps fixed rate debt Interest Expense $

2010
Interest rate swaps Fixed rate debt Interest Expense $

7

$

2012
Cash Flow Hedges:

Commodity contracts

Total

2011
Cash flow Hedges:

Commodity contracts

Total

2010
Cash Flow Hedges:

Interest rste swaps

Cross-currency swaps

Coimnodity contracts

$ 891 $
7

(139)
754S 114

S 431

5 431

S 25

487

$ 512

$ $

$ 835 $ (39)

2
(243)

5 595 $ (38)

$ (3)

$ 18
680 (201)

7

2
(458) 3

S 244 $ (201)

$

380



Derivatives Not Designated as
fledging Instruments

Location of Gain (Loss) Recognized in
Income on Derivatives 2012 2011 2010

Discontinued Operations
(net of income taxes)

Unregulated retail electric and gas
Wholesale energy marketing
Net energy trading margins (a)
Fuel
Energy purchases
Total

$ 30 $ 39
1,191 1,606

8 (6)
(1)

(965) (1,493)

$ 264 $ 145

$

12
(405)

$ (448)

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

(LKE)

The following table presents the fair value and location of derivative instruments recorded on the Balance Sheets:

Derivatives not designated
as hedging instruments
Assets Liabilities

Derivatives designated as
hedging instruments

Assets Liabilities

(a) Represents the location on the Balance Sheet.

The following tables present the pre-tax effect of derivative instruments recognized in income or regulatory assets and regulatory liabilities for the
eriods ended December 31, 2012, 2011 and 2010, for the Successor and Predecessor.

The following table presents the fair value and location of derivative instruments recorded on the Balance Sheets:

Foreign currency contracts

mmodity contracts
3

11
(70)

December 31.2012
Derivatives designated as

hedging instruments
Assets LiabilitiesCurrent:

Other Current
Assets/Liabilities (a):

Interest rate swaps
Total current

Noncurrent:
Price Risk Management

Assets/Liabilities (a):
Interest rate swaps

Total noncurrent

Total derivatives

December 31. 2011
Derivatives not designated

as hedging instruments
Assets Liabilities

$ 14

_____________ _____________

$ 5

_____________ _____________ _____________

$ 5
14

______________ ______________

5

______________ ______________ ______________

5

______________ ______________ ______________

53

______________ ______________ ______________

55

______________ ______________ ______________

53

______________ ______________ ______________

55

$ 14 $ 58 $ 60

Derivatives Not Designated as
fledging lisstruments

Location of Gain (Loss) Recognized in
Income on Derivatives

Successor

Interest rate swaps Interest Expense
Commodity contracts Operating Revenues

Total

Derivatives Not Designated as Location of Gain (Loss) Recognized as
Hedging Instruments Regulatory Liabilities/Assets

Interest rate swaps Regulatory assets - noncurrent

Derivatives Designated as Location of Gain (Loss) Recognized as
Cash Flow Hedges Regulatory Liabilities/Assets

December 31, December 31,
2012 2011

$ (8) $ (8)
(1)

$ (8) $ (9)

Two Months
Ended

December 31,
2010

$ (1)
(2)

$ (3)

Predecessor
Ten Months

Ended
October 31,

2010

$ (7)
3

$ (4)

Interest rate swaps

(LG&E)

Regtilatoiy liabilities - noncurrent

December 31, 2012 December 31, 2011

$ 1 $ (26)

December 31, 2012 December 31, 2011

$ 14
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December 31, 2012 December 31, 2011
Derivatives designated as Derivatives not designated Derivatives designated as Derivatives not designated

hedging instruments as hedging instruments hedging instruments as hedging instruments

Current: Assets Liabilities Assets Liabilities Assets Liabilities Assets Liabifities. Other Current
Assets/Liabilities (a):

Interest rate swaps $ 7

_______________ _______________

$ 5

_______________ _______________ _______________

$
Total current 7

_______________ _______________

5

_______________

5
Noncurrent:

Price Risk Management
Assets/Liabilities (a):

Interest rate swaps

_______________ _______________ _______________ _______________ _______________ _______________ _______________ _______________

Total noncurrent

_____________ _____________ _____________

53 55

Total derivatives $ 5$ $ 60

(a) Represents the location on the balance sheet.

The following tables present the pre-tax effect of derivative instruments recognized in income or regulatory assets and regulatory liabilities for the
periods ended December 31, 2012, 2011 and 2010, for the Successor and Predecessor.

Successor Predecessor
Two Months Ten Months

Year Ended Year Ended Ended Ended
Derivatives Not Designated as Location of Gain (Loss) Recognized in December 31, December 31, December 31, October 31,

Hedging Instruments Income on Derivatives 2012 2011 2010 2010

Interest fate swaps Interest Expense $ (8) $ (8) $ (1) $ (7)
Commodity contracts Operating Revenues (1) (2) 3

Total S (8) $ (9) $ (3) $ (4)

Derivatives Not Designated as Location of Gain (Loss) Recognized as
Hedging Instruments Regulatory Liabilities/Assets December 31, 2012 December 31, 2011

Interest rate swaps Regulatory assets - noncurrent $ 1 $ (261

Derivatives Designated as Location of Gain (Loss) Recognized as
Cash Flow Hedges Regulatory Liabilities/Assets December 31, 2012 December 31, 2011

Interest rate swaps Regulatory liabilities - noncurrent $

(KU)

At December 31, 2012, KU had interest rate swaps, which were designated as hedging instruments, of $7 million recorded in “Other current
assets” on the Balance Sheet. KU recognized a $7 rnil]ion, pre-tax gain on the derivative instruments in “Noncurrent regulatory liabilities” at
December 31, 2012.

Credit Risk-Related Contingent Features (FPL, PPL Energy Supply, LKE, LG&E and KU)

Certain derivative contracts contain credit risk-related contingent features which, when in a net liability position, would pennit the counterparties
to require the transfer of additional collateral upon a decrease in the credit ratings of PPL, PPL Energy Supply, LKE, LG&E, KU or certain of
theft subsidiaries. Most of these provisions would require the transfer of 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 and 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 on derivative instruments in net liability positions.

Additionally, certain derivative contracts contain credit risk-related contingent provisions that require adequate assurance of performance be
provided if the other party has reasonable concerns regarding the performance of PPL’s 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
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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.

December 31, 2012, the effect of a decrease in credit ratings below investment giade on derivative contracts that contain credit risk-related
ntingent features and were in a net liability position is summarized as follows:

Aggregate fair value of derivative instruments in a net liability
position with credit risk-related contingent provisions

Aggregate fair value of collateral posted on these derivative instruments
Aggregate fair value of additional collateral requirements in the event of

a credit downgrade below investment grade (a)

(a) Includes the effect of net receivables and payables already recorded on the Balance Sheet.

20. G oodwill and Other Intangible Assets

Goodwill

pPL
PPL Energy Supply LEE LG&E

(PPL and PPL Energy Supply)

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

P?L Euery Supply
Balance at beginning of period (a)

Derecognition (c)

L
Balance at end of period (a)

___________ ___________ ___________ ___________ ___________

There were no accumulated impainnent losses related to goodwill.
(b) Represents goodwill recognized as a result of the acqtlisition of\PD Midlands. See Note 10 for additional infonnation.
(c) 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 Stipplys parent, PPL

Energy funding. See Note 9 for additional infonnation on the distribution. Subsequent to the distribution, PPL Energy Supply operates in a single reportable segment and
reporting unit.

Other Intangibles

(PPL)

The gross canying amount and the accumulated amortization of other intangible assets were:

Subject to amortization:
Contracts (a) (b) (c)
Land and transmission rights
Emission allowances/RECs (d) (e) (f)

Licenses and other (g)
Total subject to amortization

Gross
Carrying
Amount

$ 408 $
284

17
287
996

December 31, 2011

Gross
Carrying Accumulated
Amount Amortization

150 $ 611 $ 155
113 263 110

20
39 265 35

302 1.159 300

Not subject to amortization due to indefinite life:
Land and transmission rights

Easements 1h)

Total

18
220
238

$ 1.234

16
199
215

$ 1,374

$ 219 $ 142 $ 39 $ 39
39 7 32 32

202 155 9 9

PPL
Balance at beginning of period (a)

Goodwill recognized during the period (b)
Effect of foreign currency exchange rates

Balance at end of period (a)

Kentucky Regulated U.K Regulated Supply Totat

2012 2011 2012 2011 2012 2011 2012 2011

$ 662 $ 662 $ 3,032 $ 679 $
(14) 2,391

_______________ ____________

5$ (38)

$ 662 $ 662 $ 3,076 $ 3,032

$ 679 S
(679)

$

420 $ 420 $ 4,114
(14)

58

$ 420 $ 420 $ 4,158

S 1,761
2,391

(3$)
$ 4.114

86 S 86 $ $6 S 765

____________ ____________ ____________

(679)

$ $6 $ 86 $ 86 $ 86

December 31, 2012

Accumulated
Amortization

Total not subject to amortization due to indefinite life
$ 302 $ 300
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(a) In 2012, intangible assets related to a tolling agreement were eliminated in consolidation as a result of the konwood Acquisition. See Note 10 for additional information.
(b) Gross carrying amount for 2011 includes $10 million, which represents the fair value of customer contracts with terms favorable to market recognized ass result of the 2011

acquisition of WPD Midlands. The weighted-average amortization period of these contracts was ten years at the acquisition date. See Note 10 for additional information.
(c) The gross canying amount includes $269 million of coal contracts related to LKE, which represents the fair value of contracts with terms that are favorable to market recognized

t
as a result of the 2010 acquisition of LK_E by PPL. An offsetting regulatory liability was recorded related to these contracts, which is being amortized over the same period as the
intangible assets, eliminating any income statement impact. See Note 6 for additional information.
PPL Energy Stipply emission allowances/RECs are expensed when consumed or sold. Consumption expense was $12 million, $16 million, and $45 million in 2012, 2011 and
2010. Constunption expense is expected to be insignificant in future periods.

(e) includes emission allowances of LKE. An offsetting regulatory liability is recorded related to these emission allowances, which is being amortized as the emission allowances
are consumed, eliminating any income statement impact. The carrying amounts of these emission allowances were insignificant at December 31, 2012 and 2011. Consumption
related to these emission allowances was insignificant in 2012 and $11 million in 2011.

(1) During 2011, PPL recorded $7 million of hnpainnent charges. See Note 18 for additional information.
(g) Other” includes costs for the development of licenses, the most significant of which is the COLA. Amortization of these costs begins when the related asset is placed in

service. See Note 8 for additional information on the COLA.
(Ii) Gross carrying amount for 2011 includes $88 million, wiuch represents the fair value of easements recognized ass result of the 2011 acquisition of WPD Midlands. See Note 10

for additional infonnation.

Current intangible assets are included in “Other current assets” and long-term intangible assets are included in “Other intangibles” in theft
respective areas on the Balance Sheets.

Amortization expense, excluding consumption of emission allowances/RECs, was as follows:

2012 2011 2010

Intangible assets with no regulatory offset $ 14 $ 25 $ 24
Intangible assets with regulatory offset 47 87 11

Total $ 61 $ 112 $ 35

Amortization expense for each of the next five years, excluding consumption of emission allowances/RECs, is estimated to be:

2013 2014 2015 2016 2017

intangible assets with no regulatory offset $ 10 $ 10 $ 10 $ 8 $ 8
intangible assets with a regulatory offset 52 46 51 27 9

Total $ 62 $ 56 $ 61 $ 35 $ 17

(FFL Energy Supply)

gross carrying amount and the accumulated amortization of other intangible assets were:

December 31, 2012 December 31, 2011

Gross Gross
Carrying Accumulated Carrying Accumulated
Amount Amortization Amount Amortization

Subject to amortization:
Contracts (a) $ 203 $ 53
Land and transmission rights $ 17 $ 13 17 13
Emission allowances/RECs (b) (c) 13 15
Licenses and other (d) 277 35 255 30

Total subject to amortization $ 307 $ 48 $ 490 $ 96

(a) In 2012, intangible assets related los tolling agreement were eliminated in consolidation ass result of the Ironwood acquisition. See Note 10 for additional infonnation.
(b) These emission allowances/RECs are expensed when constimed or sold. Consumption expense was $12 million, $16 million, and $46 million in 2012, 2011, and

2010. Constunption expense is expected to be insignificant in future periods.
(c) During 2011, PPL Energy Supply recorded $7 million of hnpainnent charges. See Note 18 for additional infonnation.
(d) ‘Other includes costs for the development of licenses, the most significant of which is the COLA. Amortization of these costs begins when the related asset is placed in

service. See Note 8 for additional infonnation on the COLA.

CutTent intangible assets are included in “Other current assets” and long-term intangible assets are presented as “Other intangibles” in theft
respective areas on the Balance Sheets.
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Amortization expense, excluding consumption of emission allowances/RECs, was as follows:

2012 2011 2010

(‘nonizarton expense $ 9 $ 20 S 20

amortization expense for each of the next five years, excluding consumption of emission allowances/RECs, is estimated to be:

2013 2014 2015 2016 2017

Estimated amortization expense $ 5 $ 5 $ 5 $ 3 $ 3

(PFL Electric)

The gross canying amount and the accumulated amortization of other intangible assets were:

December 31, 2012 December 31, 2011
Gross Gross

Carrying Accumula ted Carrying Accumulated
Amount Amortization Amount Amortization

Subject to amortization:
Land and tTansmission rights $ 249 $ 99 $ 232 $ 96
Licenses and other 4 1 4

Total subject to amortization 253 100 236 97

Not subject to amortization due to indefinite life:
Land and transmission rights 1$

_______________

16

_______________

Total S 271 S 100 $ 252 $ 97

Intangible assets are shown as “Intangibles” on the Balance Sheets.

Amortization expense was insignificant in 2012, 2011 and 2010, and is expected to be insignificant in future years.

(LKE)

The gross carrying amount and the accumulated amortization of other intangible assets were:

December 31, 2012 December 31, 2011
Gross Gross

Carrying Accumulated Carrying Accumulated
Amount Amortization Amount Amortization

Subject to amortization:
Coal contracts (a) $ 269 S 128 $ 269 $ 89
Land and transmission rights (b) 1$ 1 14
Emission allowances (c) 4 5
OVEC power purchase agreement (d) 126 17 126 9

Total subject to amortization $ 417 $ 146 $ 414 $ 99

(a) Gross carrying amount represents the fair value of coal contracts with terms favorable to market recognized as a result of the 2010 acquisition by PPL. An offsetting regulatory
liability was recorded related to these contracts, which is being amortized over the same period as the intangible assets, eliminating any income statement rinpact. See Note 6 for
additional information.

(b) Gross canying amount includes $14 million, which represents the fair value of land and transmission rights recognized as an intangible asset as a result of adopting PPL’s
accounting policies in the Successor period. Amortization expense is recovered throtigls base rates and is expected to be insignificant for future periods.

(c) Represents the fair valise of emission allowances recognized as a result of the 2010 acquisition by PPL. An offsetting regulatomy liability is recorded related to these emission
allowances, which is being amortized as the emission allowances are consumed, eliminating any income statement impact. Consmunption related to these emission allowances
was insignificant in 2012 and $11 million in 2011.

(d) Gross carrying amount represents the fair value of the OVEC power purchase contract recognized ass result of the 2010 acquisition by PPL. See Note 6 for additional
information.

Current intangible assets are included in “Other current assets” on the Balance Sheets. Long-term intangible assets are presented as ‘Other
intangibles” on the Balance Sheets.
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Amortization expense for the Successor, excluding consumption of emission allowances, was as follows:

2012 2011 2010

,,—.ltangible assets with no regulatory offset $ 1
( angible assets with regtilatoiy offset $ 47 87 $ 11
‘ fotat S 47 $ 88 $ 11

Amortization expense for each of the next five years, excluding consumption of emission allowances, is estimated to be:

2013 2014 2015 2016 2017

Intangibles with regulatory offset $ 52 $ 46 $ 51 $ 27 $ 9

(LG&E)

The gross carrying amount and the accumulated amortization of other intangible assets were:

December 31, 2012 December 31, 2011
Gross Gross

Carrying Accumulated Carrying Accumulated
Amount Amortization Amount Amortization

Subject to amortization:
Coal contracts (a) $ 124 $ 62 $ 124 $ 46
Land and transmission rights (b) 8 1 6
Emission allowances (c) 1 2
OVEC power purchase agreement (d) 87 13 87 6

$ “0 $ 76 $ 719 $ 53Total subject to amortszaflon
—

_______________

(a) Gross carrying amount represents the fair value of coal contracts with tenns favorable to market recognized as a result of the 2010 acquisition by PPL. An offsetting regtilatoiy
liability was recorded related to these contracts, which is being amortized over the same period as the intangible assets, eliminating any income statement impact. See Note 6 for
additional infonnation.

(b) Gross carrying amount includes $6 million, which represents the fair value of land and transmission rights recognized as an intangible asset as a result of adopting PPL’s
accounting policies in the Successor period. Amortization expense is recovered through base rates and is expected to be insignificant for future periods.

(c) Represents the fair value of emission allowances recognized as a result of the 2010 acquisition by PPL. Aim offsetting regulatory liability is recorded related to these emission
allowances, which is being amortized as the emission allowances are consumed, eliminating any income statetnent impact. Consmnption Telated to these emission allowances
was insignificant in 2012 and $5 million in 2011.

(d) Gross carrying amnotmt represents the fair value of the OVEC power purchase contract recognized as a result of the 2010 acquisition by PPL. See Note 6 for additional
infonnation.

liurrent intangible assets are included in “Other current assets” on the Balance Sheets. Long-term intangible assets are presented as “Other
intangibles” on the Balance Sheets.

Amortization expense for the Successor, excluding consumption of emission allowances, was as follows:

2012 2011 2010

Intangible assets with no regulatory offset $
Intangible assets with regtilatomy offset $ 23 45 $ 7
Total $ 23 $ 46 $ 7

Amortization expense for each of the next five years, excluding consumption of emission allowances, is estimated to be:

2013 2014 2015 2016 2017

Intangibles with regulatory offset $ 25 $ 23 $ 24 $ 14 $ 6

(KU)

The gross carrying amount and the accumulated amortization of other intangible assets were:
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December 31, 2012 December 31, 2011
Gross Gross

Carrying Accumulated Carrying Accumulated
Amount Amortization Amount Amortization

)bject to amortization:
Coal contracts (a) $ 145 $ 66 $ 145 $ 43
Laud and transmission rights (b) 10 8
Emission allowances (c) 3 3
OVEC power purchase agreement (d) 39 4 39 3

Total subject to amortization $ 197 $ 70 $ 195 $ 46

(a) Gross canying amount represents the fair value of coal contracts with tenns favorable to market recognized as a result of the 2010 acquisition by PPL. An offsetting regulatory
liability was recorded related to these contracts, which is beina amortized over the same period as the intangible assets, eliminating any income statement impact, See Note 6 for
additional information.

(b) Gross carrying amount includes $8 million, which represents the fair value of land and transmission rights recognized as an intangible asset as a result of adopting PPLs
accounting policies in the Successor period. Amortization expense is recovered through base rates and is expected to be insignificant for future periods.

(c) Represents the fair value of emission allowances recognized as a result of the 2010 acquisition by PPL. An offsetting regulatory liability is recorded related to these emission
allowances, which is being amortized as the emission allowances are consumed, eliminating any income statement impact. Consumption related to these emission allowances
was $6 million for 2011 KU had no consumption related to these emission allowances in 2012.

(d) Gross carrying amount represents the fair value of the OVEC power purchase contract recognized sea result of the 2010 acquisition by PPL. See Note 6 for additional
information.

Current intangible assets are included in “Other current assets” on the Balance Sheets. Long-term intangible assets are presented as “Other
intangibles” on the Balance Sheets.

Amortization expense for the Successor, excluding consumption of emission allowances, was as follows:

2012 2011 2010

Intangible assets with regulatory offset $ 24 $ 42 $ 4

Amortization expense for each of the next five years, excluding consumption of emission allowances, is estimated to be:

2013 2014 2015 2016 2017

Intangibles with regulatory offset $ 27 $ 23 $ 27 $ 13 $ 3

(1. Asset Retirement Obligations

(FFL)

WPD has recorded conditional AROs required by U.K. law related to treated wood poles, gas-filled switchgear and fluid-filled cables.

(PFL and FPL Enei’gy Supply)

PPL Energy Supply has recorded liabilities in the fmancial statements to reflect various legal obligations associated with the retirement of long-
lived assets, the most significant of which relates to the decommissioning of the Susquehanna nuclear plant. The accrued nuclear
decommissioning obligation was $316 million and $292 million at December 31, 2012 and 2011. The fair value of investments that are legally
restricted for the decommissioning of the Susquehanna nuclear plant was $712 million and $640 million at December 31, 2012 and 2011, and is
included in “Nuclear plant decommissioning trust funds” on the Balance Sheets. See Notes 18 and 23 for additional information on the nuclear
decommissioning trust funds. Other AiOs recorded relate to various environmental requirements for coal piles, ash basins and other waste basin
retirements.

PPL Energy Supply has recorded several conditional AROs, the most significant of which related to the removal and disposal of asbestos-
containing material. In addition to the AROs that were recorded for asbestos-containing material, PPL Energy Supply identified other asbestos-
related obligations, but was unable to reasonably estimate their fair values. PPL Energy Supply management was unable to reasonably estimate a
settlement date or range of settlement dates for the remediation of all of the asbestos-containing material at certain of the generation plants. If
economic events or other circumstances change that enable PPL Energy Supply to reasonably estimate the fair value of these retirement
obligations, they will be recorded at that time.

PPL Energy Supply also identified legal retirement obligations associated with the retirement of a reservoir that could not be reasonably estimated
due to an indeterminable settlement date.
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(PPL and PPL Electric)

PPL Electric has identified legal retirement obligations for the retirement of certain transmission assets that could not be reasonably estimated due
indeterminable settlement dates. These assets are located on rights-of-way that allow the grantor to require PPL Electric to relocate or remove
assets. Since this option is at the discretion of the grantor of the right-of-way, PPL Electric is unable to determine when these events may

ccur.

(PPL, LKE, LG&E and KU)

LG&E’s and KU’s AROs are primarily related to the fmal retirement of assets associated with generating units. LG&E also has AROs related to
natural gas mains and wells. LG&E’s and KtYs transmission and distribution lines largely operate under perpetual property easement agreements
which do not generally require restoration upon removal of the property. Therefore, no material AROs are recorded for transmission and
distribution assets. As described in Notes 1 and 6, the accretion and depreciation expense recorded by LG&E and KU is offset with a regulatory
credit on the income statement, such that there is no earnings impact.

(PPL, PPL Energy Supply, LKE, LG&E and KU)

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

PPL PPL Energy Supply
2012 2011 2012 2011

ARO at beginning of period $ 497 $ 448 $ 359 $ 345
Accretion expense 36 33 28 26
Obligations asstuned in acquisition of WPD Midlands (a) 15
Derecognition (b) (5)
Obligations incurred 9 14 3 11
Changes in estimated cash flow or settlement date 31 5 (7) (1)
Effect of foreign currency exchange rates
Obligations settled (22) (18) (8) (17)

AROatendofperiod $ 552 $ 497 $ 375 $ 359

LICE LG&E KU

2012 2011 2012 2011 2012 2011

‘)o at beginning of period $ 118 $ 103 S 57 $ 49 $ 61 $ 54
Accretion expense 6 6 3 3 3 3
Obligations incuned 6 3 6 1
Changes in estimated cash flow

or senleinent date 15 7 5 4 10 3
Obligations settled (14) (1) (3) (1) (11)

___________________

AROatendofperiod $ 131 $ 11$ $ 62 S 57 $ 69 $ 61

(a) Obligations required tinder U.K. law related to treated wood poles, gas-filled switchgear and fluid-filled cables. See Note 10 for additional information on the acquisition.
(b) Represents ARCs derecognized ass result of PPL Energy Supplys distribution of its membership interest in PPL Global to PPL Energy Supply’s parent, PPL Energy

funding. See Note 9 for additional information on the distribution.

Substantially all of the ARO balances are classified as noncurrent at December 31, 2012 and 2011.

22. Variable Interest Entities

(PPL and PPL Energy Supply,)

In December 2001. a subsidiaiy of PPL Energy Supply entered into a $455 million operating lease arrangement, as lessee, for the development,
construction and operation of a gas-fired combined-cycle generation facility located in Lower Mt. Bethel Township, Northampton County,
Pennsylvania. The owner/lessor of this generation facility, LMB Funding, LP, was created to own/lease the facility and incur the related fmancing
costs. The initial lease term commenced on the date of commercial operation, which occurred in May 2004, and ends in December 2013. Under a
residual value guarantee, if the generation facility is sold at the end of the lease term and the cash proceeds from the sale are less than the original
acquisition cost, the subsidiary of PPL Energy Supply is obligated to pay up to 70.52% of the original acquisition cost. This residual value
guarantee protects the other variable interest holders from losses related to their investments. Livifi Funding, LP cannot
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extend or cancel the lease or sell the facility without the prior consent of the PPL Energy Supply subsidiary. As a result, LMB funding, LP was
determined to be a VIE and the subsidiary of PPL Energy Supply was considered the primary beneficiary that consolidates this VIE.

The lease fmancing, which includes $437 million of debt and $18 million of “Noncontrolling interests at December 31, 2012 and December 31,
11, is secured by, among other things, the generation facility, the carrying amount of which is disclosed on the Balance Sheets. The debt

.Aatures in December 2013, the end of the initial lease term, and therefore has been classified in “Long-term debt due within one year’ at
December 31, 2012. As a result of the consolidation, PPL Energy Supply has recorded interest expense in lieu of rent expense. For 2012, 2011
and 2010, additional depreciation on the generation facility of $16 million was recorded each year.

23. Available-for-Sale Securities

(PPL, PFL Energy Supply, LKE and LG&E)

Certain short-term investments, securities held by the NDT funds and auction rate securities are classified as available-for-sale.

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

There were no securities with credit losses at December 31, 2012 and 2011.

The following table shows the scheduled maturity dates of debt securities held at December 31, 2012.

December 31, 2012
Gross Gross

Amortized Unrealized Unrealized
Cost Gains Losses

$ 11

_____________

December 31,_2011
Gross Gross

Amortized Unrealized Unrealized
Fair Value Cost Gains Losses

222 $ 190
30 30

$6 9

8 1
78 5 $
36 4

412
60

Fair Value

95

PPL
NDT funds:

Cash and cash equivalents
Equity sectuities:

U.S. large-cap
U.S. mid/small-cap

Debt securities:
U.S. Treasury
U.S. government sponsored

agency
Municipality
Investment-grade corporate
Other

Total NDT funds. Auction rate securities

Total

PPL Enerev Supply
NDT funds:

Cash and cash equivalents
Equity securities:

U.S. large-cap
U.S. midismall-cap

Debt securities:
U.S. Treasury
U.S. government sponsored

agency
Municipality
Investment-grade corporate
Other

Total NDT funds
Auction rate Securities

Total

9
82
40

$ 11$ 12 $ 12

211 $ 146 357
29 23 52

76 10 $6

9 1 10
80 4 $ 1 83
35 3 3$

3 3 2 2
474 239 1 712 454 187 1 640

20 1 19 25 1 24
$ 494 $ 239 $ 2 $ 731 S 479 S 187 S 2 S 664

S 11 S 11$ 12 $ 12

211 $ 146 357
29 23 52

76 10 $6

8 1 9 1 10
7$ 5$ I $0 4$ 1 83
36 35 3 38

3 3 2 2
474 239 1 712 454 187 1 640

17 1 16 20 1 19
S 491 $ 239 $ 2 $ 72$ $ 474 $ 187 $ 2 $ 659

222 S 190
30 30

86 9

412
60

95

4

9
82
40
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Maturity Maturity Maturity Maturity
Less Than 1-5 6-10 in Excess

1 Year Years Years of 10 Years Total
PPL

,,—--%nortized cost $ 12 S 79 $ 62 $ 78 $ 231

( irva1ue 12 83 68 85 248

PPL Eneray Supply
Amortizedcost $ 12 S 79 $ 62 $ 75 $ 228
Fafrvalue 12 83 68 82 245

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

2012 2011 2010
PPL
Proceeds from sales of NUT securities (a) $ 139 $ 156 $ 114
Other proceeds from sales 5 163
Gross realized gains (b) 29 28 13
Gross realized losses (b) 21 16 5

PPL Enerey Supply
Proceeds from sales of NUT securities (a) $ 139 $ 156 $ 114
Other proceeds from sales 3
Gross realized gains (b) 29 28 13
Gross realized losses (b) 21 16 5

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

Short-term Investments (PPL, LKE and LG&E)

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. In 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.

NOT Funds (PPL and PPL Energy Supply)

“mounts previously collected from PPL Electric’s customers for decommissioning the Susquehanna nuclear plant, less applicable taxes, were
éposited in external trust funds for investment and can only be used for thture decommissioning costs. To the extent that the actunl costs for
decommissioning exceed the amounts in the nuclear decommissioning trust ftmds, PPL Susquehanna would be obligated to thnd 90% of the
shortfall.

When the fair value of a security is less than amortized cost, PPL and PPL Energy Supply must make certain assertions to avoid recording an
other-than-temporary impairment that requires a current period charge to earnings. The NRC requires that nuclear decommissioning trusts be
managed by independent investment managers, with discretion to buy and sell securities in the trusts. As a result, PPL and PPL Energy Supply
have been unable to demonstrate the ability to hold an impaired security until it recovers its value; therefore, unrealized losses on equity securities
for all periods presented, represented other-than-temporary impairments that required a current period charge to earnings. PPL and PPL Energy
Supply recorded impairments for certain securities invested in the NOT funds of $1 million, $6 million and $3 million for 2012, 2011 and
2010. These impairments are reflected on the Statements of Income in “Other-Than-Temporary Impairments.”

24. New Accounting Guidance Pending Adoption

(FFL, PFL Energy Supply, PPL Electric, LKE, LG&E and KU)

Improving Disclosures about Offsetting Balance Sheet Items

Effective January 1, 2013, the Registrants will retrospectively adopt accounting guidance issued to enhance disclosures about derivative
instruments that either (1) offset on the balance sheet or (2) are subject to an enforceable master netting arrangement or similar agreement,
irrespective of whether they are offset on the balance sheet.

Upon adoption, the enhanced disclosure requirements are not expected to have a significant impact on the Registrants.
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Testing Indefmite-Lived Intangible Assets for Impairment

Effective January 1, 2013, the Registrants will prospectively adopt accounting guidance that allows an entity to elect the option to first make a
ualitative evaluation about the lilceithood of an impairment of an indefinite-lived intangible asset. If, based on this assessment, the entity
termines that it is more likely than not that the fair value of the indefmite-lived intangible asset exceeds the carrying amount, the fair value of

slat asset does not need to be calculated. if the entity concludes otherwise, a quantitative impairment test must be performed by determining the
fair value of the asset and comparing it with the carrying value. The entity would record an impairment charge, if necessary.

Upon adoption, the guidance is not expected to have a significant impact on the Registrants.

Reporting Amounts Reclassified Out of AOCI

Effective January 1, 2013, the Registrants wiLl prospectively adopt accounting guidance issued to improve the reporting of reclassifications out of
AOCI. The Registrants will be required to provide information about the effects on net income of significant amounts reclassified out of AOCI by
their respective statement of income line item, if the item is required to be reclassified to net income in its entirety. For items not reclassified to
net income in their entirety, the Registrants will be required to reference other disclosures that provide details on these amounts.

Upon adoption, the enhanced disclosure requirements are not expected to have a significant impact on the Registrants.
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Successor

SCHEDULE I - LG&E and KU Energy LLC
CONDENSED UNCONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Milhions ofDollars)

Operating Revenues

Operating Expenses
Other operation and maintenance

_____________

Total Operating Expenses

_____________

Operating Income (Loss)

Equity in Earnings of Subsidiaries

Other Income (Expense) - net

Interest Income with Affiliate

Interest Expense

Interest Expense with Affiliate

_______________

Income (Loss) Before Income Taxes

Income Tax Expense (Benefit)

_____________

Net In come (Loss) Attributable to Member

Year Ended
December 31,

2012

$ 3
3

(3)

234 $

10

39

Year Ended
December 31,

2011

267 $

29

31

Two Months
Ended

December 31,

______________

2010

4$

5

4

2 1

Predecessor
Ten Months

Ended
October 31,

2010

$ (3)
(3)

3

204

(1)

29

47

1$$

(2)

$ 190

$ 180

2

_________________ _________________

200 263 48

(19) (2) 1

$ 219 $ 265 $ 47

)omprehensive Income (Loss) Attributable to Member $ 200 $ 263 $ 53

The accompanying Notes to condensed Unconsolidated financial Statements are an integral par, ofthe financial statements.
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SCHEDULE I - LG&E and KU Energy LLC
CONDENSED UNCONSOLIDATED STATEMENTS Of CASH FLOWS
(Millions ofDollars)

Successor Predecessor
Two Months Ten Months

Year Ended Year Ended Ended Ended
December 31, December 31, December 31, October 31,

2012 2011 2010 2010

Cash Flows from Operating Activities
Net cash provided by (used in) operating activities $ 364 $ 346 $ 53 $ 156

Cash Flows from Investing Activities
Capital contributions to affiliated subsidiaries (3) (525)
Net decrease (increase) in notes receivable from affiliates (15) (63) 313 234

Net cash provided by (used in) investing activities (15) (63) 310 (291)

Cash Flows from Financing Activities
Net increase (decrease) in debt with affiliates (208) 243
Net (decrease) increase in notes payable with affiliates (196)
Repayment of short-term borrowings (2,103)
Retirement of long-term debt (400)
Issuance of long-term debt 250 $70
Debt-issuance costs (6)
Contribution from member 1,565
Distribution to member (155) (533) (100)
Payment of common stock dividends

_____________ _____________ _____________

($7)
Net cash provided by (used in) fmancing activities (351) (283) (382) 156

Net Increase (Decrease) in Cash and Cash Equivalents (2) (19) 21
Cash and Cash Equivalents at Beginning of Period 2 2 21

__________

Cash and Cash Equivalents at End of Period $ $ 2 $ 2 $ 21

Supplemental disclosures of cash flow information:
Cash Dividends Received from Affiliated Subsidiaries $ 175 $ 207 $ $ 105

The accompaming Notes to Condensed Unconsolidated Financial Statements are an integral part of the financial statements.
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SChEDULE I - LG&E and KU Energy LLC
CONDENSED UNCONSOLIDATED BALANCE ShEETS AT DECEMJ3ER 31,

_(çillions ofDollars)

Assets

Current Assets
Cash and cash equivalents
Accounts receivable from affiliates
Notes receivable from affiliates
Other current assets
Total Current Assets

Investments
Affiliated companies at equity

Other Noncurrent Assets
Deferred income taxes
Other noncurrent assets
Total Other Noncurrent Assets

Total Assets

Liabilities and Equity

Current Liabilities
Notes payable to affiliates
Accounts payable to affiliates
Taxes
Other current liabilities
Total Current Liabilities

Dng-term Debt
Long-term debt
Notes payable to affiliates
Total Long-term Debt

Equity

Total Liabilities and Equity

2012 2011

S 2
$ 4 11

1,560 1,520
1 4

1,565 1,537

4,096 4,056

184 163
7 8

191 171

$ 5,852 $ 5,764

$ 25
906 $ 701

8
6 6

945 707

1,121 1,120
196

1,121 1,316

3,786 3,741

$ 5,852 $ 5,764

The accompanying Notes to condensed Unconsolidated Financial Statements are an integral part of the financial statements.
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Schedule I - LG&E and KU Energy LLC
Notes to Condensed Unconsolidated financial Statements

1. Basis of Presentation

_G&E arid KU Energy LLC (LKE) is a holding company and conducts substantially all of its business operations through its
subsidiaries. Substantially all of its consolidated assets are held by such subsidiaries. Accordingly, its cash flow and its ability to meet its
obligations are largely dependent upon the earnings of these subsidiaries and the distribution or other payment of such earnings to it in the form of
dividends or repayment of loans and advances from the subsidiaries. These condensed financial statements and related footnotes have been
prepared in accordance with Reg. §210.12-04 of Regulation S-X. These statements should be read in conjunction with the consolidated financial
statements and notes thereto of LKE.

LKE indirectly or directly owns all of the ownership interests of its siilicant subsidiaries. LKE relies primarily on dividends from its
subsidiaries to fund LKE’s dividends to its member and to meet its other cash requirements.

2. Commitments and Contingencies

See Note 15 to LKE’s consolidated financial statements for commitments and contingencies of its subsidiaries.

Guarantees

LKE provides certain indemnifications, the most significant of which relate to the termination of the WKE lease in July 2009. See Note 9 to
LKE’s consolidated fmancial statements for additional information. 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
government fmes and penalties fall outside the cumulative cap. LKE has contested the applicability of the indemnification requirement relating to
one matter presented by a counterparty under this guarantee. Mother guarantee with a maximum exposure of $100 million covering other
indemnifications expires in 2023. In May 2012, LKE’s indenmitee received an arbitration panels decision affecting this matter, which granted
LKE’s indenmitee certain rights of first refusal to purchase excess power at a market-based price rather than at an absolute fixed price. In January
201 3, LKE’s indemriitee commenced a proceeding in the Kentucky Court of Appeals appealing a December 2012 order of the Henderson Circuit
Court confirming the arbitration award. LKE believes its indemnification obligations in this matter remain subject to various uncertainties,
including the potential for additional legal challenges regarding the arbitration decision as well as future prices, availability and demand for the
Nbject excess power. LKE continues to evaluate various legal and commercial options with respect to this indenmification matter. The ultimate

btcomes of the WKE termination-related indenmifications cannot be predicted at this time. Additionally, LIKE has indemnified various third
parties related to historical obligations for other divested subsidiaries and affiliates. The indemnifications vary by entity and the maximum
exposures range from being capped at the sale price to no specified maximum; however, LKE is not aware of formal claims under such
indemnities 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 indenmified party. In the second quarter of 2012, LKE adjusted its investments in subsidiaries for certain of these
indenmifications by $9 million ($5 million afler-tax), which is reflected in “Equity in Earnings of Subsidiaries” on the Statement of Income. LKE
cannot predict the ultimate outcomes of such indemnification circumstances, but does not currently expect such outcomes to result in significant
losses above the amounts recorded.
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QUARTERLY FINANCIAL, COMMON STOCK PRICE AND DWIDEND DATA (Un audited)
PPL Corporation and Subsidiaries
(Millions ofDollars, except per share data

For the Quarters Ended (a)
March 31 June 30 Sept. 30 Dec. 31

2012
Operating revenues $ 4,112 $ 2,549 $ 2,403 $ 3,222
Operating income 1,051 572 664 822
Income from continuing operations after income taxes 545 277 355 360
Income (loss) from discontinued operations (6)
Net income 545 271 355 360
Net income attributable to PPL 541 271 355 359
Income from continuing operations after income taxes available to

PPL common shareowners: (b)
Basic EPS 0.93 0.47 0.61 0.61
Diluted EPS 0.93 0.47 0.61 0.60

Net income available to PPL common shareowners: (b)
Basic EPS 0.93 0.46 0.61 0.61
Diluted EPS 0.93 0.46 0.61 0.60

Dividends declared per share of common stock (c) 0.360 0.360 0.360 0.360
Price per common share:

High $ 29.85 S 28.44 S 29.98 $ 30.18
Low 27.29 26.68 27.72 27.74

2011
Operating revenues $ 2,910 $ 2,489 $ 3,120 $ 4,218
Operating income 805 595 767 934
Income from continuing operations after income taxes 402 201 449 458
Income (loss) from discontinued operations 3 (1)
Net income 405 200 449 458
Net income attributable to PPL 401 196 444 454
Income from continuing operations after income taxes available to

PPL common shareowners: (b)

0 Basic EPS 0.82 0.35 0.76 0.78
Diluted EPS 0.82 0.35 0.76 0.78

‘Net income available to PPL common shareowners: (b)
Basic EPS 0.82 0.35 0.76 0.78
Diluted EPS 0.82 0.35 0.76 0.78

Dividends declared per share of common stock (c) 0.350 0.350 0.350 0.350
Price per common share:

High $ 26.9$ $ 28.3$ $ 29.61 $ 30.27
Low 24.10 25.23 25.00 27.00

(a) Quarterly results can vary depending on, among other things, weather and the forward pricing of power. Accordingly, comparisons among quarters of a year may not be
indicative of overall trends and changes in operations.

(b) The sum of the quarterly amounts may not equal annual earnings per share due to changes in the number of coimnon shares outstanding during the year or rounding.
(c) PPL has paid quarterly cash dividends on its common stock in every year since 1946. future dividends, declared at the discretion of the Board of Directors, will be dependent

upon future earnings, cash flows, fmancial requirements and other factors.
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QUARTERLY FINANCIAL DATA (Unaudited)
PPL Eiectric Utilities Corporation and Subsidiaries
(Millions ofDollars)

For the Quarters Ended (a)
March 31 June 30 Sept. 30 Dec. 31

2012
Operating revenues $ 458 $ 404 $ 444 $ 457
Operating income 79 63 71 81
Net income 37 29 33 37
Net income available to PPL 33 29 33 37

2011
Operating revenues $ 55$ $ 440 $ 455 $ 439
Operating income 103 82 69 94
Net income 56 40 32 61
Net income available to PPL 52 36 2$ 57

(a) PPL Electrics business is seasonal in nature, with peak sales periods generally occurring in the winter and summer months. Accordingly, comparisons among quarters of a year
may not be indicative of overall trends and changes in operations.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS
ON ACCOUNTING AND FINANCIAL DISCLOSURE

Corporation, PPL Energy Supply, LLC, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and
Jectric Company and Kentucky Utilities Company

None.

ITEM 9A. CONTROLS AND PROCEDURES

(a) Evaluation of disclosure controls and procedures.

PPL Corporation, PPL Energy Supply, LLC, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and
Electric Company and Kentucky Utilities Company

The registrants’ principal executive officers and principal fmancial officers, based on theft evaluation of the registrants’ disclosure controls
and procedures (as defmed in Rules 1 3a- 15(e) or 1 Sd- 15(e) of the Securities Exchange Act of 1934) have concluded that, as of
December 31, 2012, the registrants’ disclosure controls and procedures are effective to ensure that material information relating to the
registrants and theft consolidated subsidiaries is recorded, processed, summarized and reported within the time periods specified by the
SEC’s rules and forms, particularly during the period for which this annual report has been prepared. The aforementioned principal
officers have concluded that the disclosure controls and procedures are also effective to ensure that information required to be disclosed in
reports filed under the Exchange Act is accumulated and communicated to management, including the principal executive and principal
fmancial officers, to allow for timely decisions regarding required disclosure.

(b) Changes in internal control over fmancial reporting.

PPL Corporation

The registrant’s principal executive officer and principal fmancial officer have concluded that there were no changes in the registrant’s
internal control over fmancial reporting during the registrant’s fourth fiscal quarter that have materially affected, or are reasonably likely to
materially affect, the registrant’s internal control over fmancial reporting.

As reported in the 2011 Form 10-K, PPL’s principal executive officer and principal fmancial officer concluded that a systems migration
related to the WPD Midlands acquisition created a material change to its internal control over fmancial reporting in 2012. Tn December
2011, the use of legacy information technology systems at WPD Midlands was discontinued and the related data, processes and internal
controls were migrated to the systems, processes and controls currently in place at PPL WW.

Risks related to the systems migration were partially mitigated by PPL’s expanded internal control over fmancial reporting that were
implemented subsequent to the acquisition and PPL’s existing policy of consolidating foreign subsidiaries on a one-month lag, which
provided management additional time for review and analysis of WPD Midlands’ results and theft incorporation into PPL’s consolidated
fmancial statements.

PPL Energy Supply, LLC, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and
Kentucky Utilities Company

The registrants’ principal executive officers and principal fmancial officers have concluded that there were no changes in the registrants’
internal control over financial reporting during the registrants’ fourth fiscal quarter that have materially affected, or are reasonably likely to
materially affect, the registrants’ internal control over financial reporting.

Management’s Report on Internal Control over Financial Reporting
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PPL Corporation

PPL’s management is responsible for establishing and maintaining adequate internal control over financial reporting, as such term is
defined in Exchange Act Rule 13a- 1 5(f) or i sd-I 5(f). PPLs internal control over financial reporting is a process designed to provide
reasonable assurance to PPL’s management and Board of Directors regarding the reliability of financial reporting and the preparation of
fmancial statements for external purposes in accordance with generally accepted accounting principles. Because of its inherent limitations,
internal control over financial reporting may not prevent or detect misstatements.

Under the supervision and with the participation of our management, including our principal executive officer and principal financial
officer, we conducted an evaluation of the effectiveness of our internal control over financial reporting based on the framework in “Internal
Control - Integrated framework” issued by the Committee of Sponsoring Organizations of the Treadway Commission. Based on our
evaluation under the framework in “Internal Control - Integrated Framework,” our management concluded that our internal control over
financial reporting was effective as of December 31, 2012. The effectiveness of our internal control over fmancial reporting has been
audited by Ernst & Young LLP, an independent registered public accounting firm, as stated in their report contained on page 197.

PPL Energy Supply, LLC, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and
Kentucky Utilities Company

Management of PPL’s non-accelerated filer companies, PPL Energy Supply, PPL Electric, LKE, LG&E and KU, are responsible for
establishing and maintaining adequate internal control over financial reporting, as such term is defined in Exchange Act Rule 1 3a- 15(f) or
lsd-l5(f). Each of the aforementioned companies’ internal control over financial reporting is a process designed to provide reasonable
assurance to management and Board of Directors of these companies regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles. Because of its inherent limitations,
internal control over financial reporting may not prevent or detect misstatements.

Under the supervision and with the participation of our management, including the principal executive officers and principal financial
officers of the companies listed above, we conducted an evaluation of the effectiveness of our internal control over financial reporting
based on the framework in “Internal Control - Integrated Framework” issued by the Committee of Sponsoring Organizations of the
Treadway Commission. Based on our evaluation under the framework in “Internal Control - Integrated Framework,” management of these
companies concluded that our internal control over financial reporting was effective as of December 31, 2012. This annual report does not
include an attestation report of Ernst & Young LLP, the companies’ independent registered public accounting firm regarding internal
control over fmancial reporting for these non-accelerated filer companies. The effectiveness of internal control over financial reporting for
the aforementioned companies was not subject to attestation by the companies’ registered public accounting finn pursuant to rules of the
Securities and Exchange Commission that permit these companies to provide only management’s report in this annual report.

ITEM 9B. OTHER INFORMATION

PPL Corporation, PPL Energy Supply, LLC, PPL Electric Utilities Corporation, LG&E and KU Energy LIC, Louisville Gas and
Electric Company and Kentucky Utilities Company

None.
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PART UI

ITEM 10. DIRECTORS, EXECIJTWE OFFICERS AND CORPORATE GOVERNANCE

PPL Corporation

Additional information for this item will be set forth in the sections entitled “Nominees for Directors,” “Board Committees - Audit Committee”
and “Section 16(a) Beneficial Ownership Reporting Compliance” in PPL’s 2013 Notice of Annual Meeting and Proxy Statement, which will be
filed with the SEC not later than 120 days after December 31, 2012, and which information is incorporated herein by reference. There have been
no changes to the procedures by which shareowners may recommend nominees to PPL’s board of directors since the filing with the SEC of PPL’s
2012 Notice of Annual Meeting and Proxy Statement. Information required by this item concerning the executive officers of PPL is set forth at
the end of Part I of this report.

PPL has adopted a code of ethics entitled “Standards of Integrity” that applies to all directors, managers, trustees, officers (including the principal
executive officers, principal fmancial officers and principal accounting officers (each, a “principal officer”)), employees and agents of PPL and
PPL’s subsidiaries for which it has operating control (including PPL Energy Supply, PPL Electric, LKE, LG&E and KU). The “Standards of
Integrity” are posted on PPL’s Internet website: www.pplweb.comlabout-us/corporate-govemance. A description of any amendment to the
“Standards of Integrity” (other than a technical, administrative or other non-substantive amendment) will be posted on PPL’s Internet website
within four business days following the date of the amendment. In addition, if a waiver constituting a material departure from a provision of the
“Standards of Integrity” is granted to one of the principal officers, a description of the nature of the waiver, the name of the person to whom the
waiver was granted and the date of the waiver will be posted on PPL’s Internet website within four business days following the date of the waiver.

PPL also has adopted its “Guidelines for Corporate Governance,” which address, among other things, director qualification standards and director
and board committee responsibilities. These guidelines, and the charters of each of the committees of PPL’s board of directors, are posted on
PPL’s Internet website: www.pplweb.comlabout-us/corporate-govemance.

PPL Energy Supply, LLC, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and
Kentucky Utilities Company

Item 10 is omitted as PPL Energy Supply, PPL Electric, LKE. LG&E and KU meet the conditions set forth in General Instruction (1)(1)(a) and (b)
of form 10-K
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EXECUTWE OFFICERS OF THE REGISTRANTS

Officers of the Registrants are elected annually by their Boards of Directors (or Board of Managers for PPL Energy Supply) to serve at the
leasuse of the respective Boards. There are no family relationships among any of the executive officers, nor is there any arrangement or
derstanding between any executive officer and any other person pursuant to which the officer was selected.

There have been no events under any bankruptcy act, no criminal proceedings and no judgments or injunctions material to the evaluation of the
ability and integrity of any executive officer during the past five years.

Listed below are the executive officers at December 31, 2012.

PPL Corporation

Name

William H. Spence (a)

Paui A. Farr

Robert J. Grey (b)

David G. DeCampli (c) (f)

Gregory N. Dudkin (d) (f)

•obert D. Gabbard (f)

Rick L. Klingensmith (f)

Victor A. Staffieri (1)

Positions Held During the Past Five Years

55 Chairman, President and Chief Executive Officer
President and Chief Executive Officer
President and Chief Operating Officer
Executive Vice President and Chief Operating Officer

45 Executive Vice President and Chief Financial Officer
Senior Vice President-Financial

62 Executive Vice President, General Counsel and Secretary
Senior Vice President, General Counsel and Secretary

55 President-PPL Energy Supply
President-PPL Electric

55 President-PPL Electric
Senior Vice President-Operations-PPL Electric
Independent Consultant
Senior Vice-President of Technical Operations and
Fuffillment-Comcast Corporation

53 President-PPL EnergyPlus
Senior Vice President-Trading-PPL EnergyPlus
Senior Vice President Merchant Trading Operations-Conectiv

Energy

52 President-PPL Global

57 Chairman of the Board, President and Chief Executive
Officer-LKE

Dates

April 2012 - present
November 2011 - March 2012
July 2011 - November 2011
June2006 - July 2011

April 2007 - present
January 2006 - March 2007

November 2012 - present
March 1996 - November 2012

March 2012 - present
April 2007 - March 2012
March 2012 - present
June 2009 - March 2012
February 2009 - June 2009
June 2006 - January 2009

June 200$ - present
June 200$ - June 200$
June 2005 - May 200$

August 2004 - present

May 2001 - present

Mark F. Wilten (e) 45 Vice President-Finance and Treasurer
Treasurer-Nissan North America and Nissan Motor
Acceptance Corporation

Assistant Treasurer-Nissan Motor Acceptance Corporation
Group Treasurer-Kensington Group plc

June 2012 - present
August 2010- May 2012

August 200$ - August 2010
October 2004 - January 200$

Vincent Sorgi 41 Vice President and Controller
Controller-Supply Accounting
Controller-PPL EnergyPlus

March 2010 - present
June 200$ - March 2010
April 2007 - June 2008

(a) On April 1, 2012, William H. Spence was elected Chairman, President and Chief Executive Officer.
(b) On November 1, 2012, Robert J. Grey was elected Executive Vice President, General Counsel and Secretary.
(c) On March 4, 2012, David G. DeCampli resigned as President of PPL Electric. On March 5, 2012, Mr. DeCampli was elected as

President of PPL Energy Supply.
(d) On March 4, 2012, Gregory N. Dudkin resigned as Senior Vice President-Operations of PPL Electric. On March 5, 2012, Mr.

Dudkin was elected as President of PPL Electric.
(e) On June 4, 2012, Mark F. Wilten was elected Vice President-Finance and Treasurer.
(f) Designated an executive officer of PPL by virtue of their respective positions at a PPL subsidiary.
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ITEM 11. EXECUTIVE COMPENSATION

PPL Corporation

Iformation for this item will be set forth in the sections entitled Compensation of Directors,” “Compensation Committee Interlocks and Insider
rticipation’ and “Executive Compensation” in PPL’s 2013 Notice of Annual Meeting and Proxy Statement, which will be filed with the SEC not

later than 120 days after December 31, 2012, and which information is incorporated herein by reference.

PPL Energy Supply, LLC, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and
Kentucky Utilities Company

Item Ills omitted as PPL Energy Supply, PPL Electric, LKE, LG&E and KU meet the conditions set forth in General Instructions (I)( 1 )(a) and
(b) of Form 10-K.

ITEM 12. SECURITY OWNERSifiT’ OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
AND RELATED STOCKHOLDER MATTERS

PPL Corporation

Information for this item will be set forth in the section entitled “Stock Ownership” in PPL’s 2013 Notice of Annual Meeting and Proxy Statement,
which will be filed with the SEC not later than 120 days after December 31, 2012, and which information is incorporated herein by reference. In
addition, provided below in tabular format is information as of December 31, 2012, with respect to compensation plans (including individual
compensation arrangements) under which equity securities of PPL are authorized for issuance.

Euuity Compensation Plan Information

Number of securities to be Number of securities
issued upon exercise of Weighted-average exercise remaining available for future

outstanding options, warrants price of outstanding options, issuance under equity
and rights (3) warrants and rights (3) compensation plans (4)

Equity compensation 334,877 - ICP
,lans approved by 4,968,849 - ICP $ 30.72- ICP 5,688,059 - ICPKE
security holders (1) 413,210- SIP $ 28.19- SIP 9,541,170- SIP

3.752.486 - ICPKE $ 30.12- ICPKE 1.948.928 - DDCP
9,134,545 - Total $ 30.36- Combined 17,513,034 - Total

Equity compensation
)lans not approved by
security holders (2)

(1) Includes (a) the Amended and Restated Incentive Compensation Plan (ICP), under which stock options, restricted stock, restricted stock
units, performance units, dividend equivalents and other stock-based awards may be awarded to executive officers of PPL; (b) the Amended
and Restated Incentive Compensation Plan for Key Employees (ICPKE), under which stock options, restricted stock, restricted stock units,
performance units, dividend equivalents and other stock-based awards may be awarded to non-executive key employees of PPL and its
subsidiaries; (c) the PPL 2012 SIP approved by shareowners in 2012 under which stock options, restricted stock, restricted stock units,
performance units, dividend equivalents and other stock-based awards may be awarded to executive officers of PPL and its subsidiaries; and
(d) the Directors Deferred Compensation Plan (DDCP), under which stock units may be awarded to directors of PPL. See Note 12 to the
Financial Statements for additional information.

(2) All of PPL’s current compensation plans under which equity securities of PPL are authorized for issuance have been approved by PPL’s
shareowners.

(3) Relates to common stock issuable upon the exercise of stock options awarded under the ICP, SIP and ICPKE as of December 31, 2012. In
addition, as of December 31, 2012, the following other securities had been awarded and are outstanding under the ICP, SIP, ICPKE and
DDCP: 30,400 shares of restricted stock, 400,660 restricted stock units and 324,387 performance units under the ICP; 40,000 shares of
restricted stock, 1,856 restricted stock units and 3,927 performance units under the SIP; 24,600 shares of restricted stock, 2,006,254
restricted stock units and 265,889 performance units under the ICPKE; and 467,741 stock units under the DDCP.
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(4) Based upon the following aggregate award limitations under the ICP, SIP, ICPKE and DDCP: (a) under the ICP, 15,769,431 awards (i.e., 5%
of the total PPL common stock outstanding as of April 23, 1999) granted after April 23, 1999; (b) under the SIP, 10,000,000 awards; (c)
under the ICPKE, 16,573,608 awards (i.e., 5% of the total PPL common stock outstanding as of Januaiy 1, 2003) granted after April 25,
2003, reduced by outstanding awards for which common stock was not yet issued as of such date of 2,373,812 resulting in a limit of
14,199,796; and(d) under the DDCP, the number of shares available for issuance was reduced to 2,000,000 shares in March 2012. In
addition, each of the ICP and ICPKE includes an annual award limitation of 2% of total PPL common stock outstanding as of January 1 of
each year.

PPL Energy Supply, LLC, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and
Kentucky Utilities Company

Item 12 is omitted as PPL Energy Supply, PPL Electric, LKE, LG&E and KU meet the conditions set forth in General Instructions (I)(1)(a) and
(b) of Form 10-K.

ITEM 13. CERTMN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

PPL Corporation

Information for this item will be set forth in the sections entitled “Transactions with Related Persons” and “Independence of Directors” in PPL’s
2013 Notice of Annual Meeting and Proxy Statement, which will be filed with the SEC not later than 120 days after December 31, 2012, and is
incorporated herein by reference.

PPL Energy Supply, LLC, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and
Kentucky Utilities Company

Item 13 is omitted as PPL Energy Supply, PPL Electric, LKE, LG&E and KU meet the conditions set forth in General Instructions (I)( 1 Xa) and
(b) of form 10-K.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

PPL Corporation

_ formation for this item will be set forth in the section entitled “Fees to Independent Auditor for 2012 and 2011” in PPL’s 2013 Notice of Annual
Ieeting and Proxy Statement, which will be filed with the SEC not later than 120 days after December 31, 2012, and which information is

thcorporated herein by reference.

PPL Energy Supply, LLC

The following table presents an allocation of fees billed, including expenses, by Ernst & Young LLP (EY) to PPL for the fiscal years ended
December 31, 2012 and 2011, for professional services rendered for the audit of PPL Energy Supply’s annual fmancial statements and for fees
billed for other services rendered by EY.

2012 2011

(in thousands)

Audit fees (a) $ 2,132 $ 1,701
Audit-related fees (b) 54
Tax fees(c) 163 518

(a) Includes estimated fees for audit of annual fmancial statements and review of fmancial statements included in PPL Energy Supply’s
Quarterly Reports on Form 10-Q and for services in connection with statutory and regulatory filings or engagements, including comfort
letters and consents for fmancings and filings made with the SEC.

(b) Fees for performance of specific agreed-upon procedures.

(c) Includes fees for tax advice in connection with a tax basis and earnings and profit study, a private letter ruling related to the sale of Safe
Harbor, konwood purchase accounting, and review, consultation and analysis related to investment tax credits and related capital
expenditures on certain hydro-electric plant upgrades.
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PPL Electric Utilities Corporation

The following table presents an allocation of fees billed, including expenses, by EY to PPL for the fiscal years ended December 31, 2012 and
2011, for professional services rendered for the audit of PPL Electric’s annual fmancial statements and for fees billed for other services rendered

flEY.

2012 2011
(in thousands)

Audit fees (a) $ 1,319 $ 1,193
Audit-related fees (b) 10 45
Tax fees(c) 207 19

(a) Includes estimated fees for audit of annual fmancial statements and review of fmancial statements included in PPL Electric’s Quarterly
Reports on Fonn 10-Q and for services in connection with statutory and regulatory filings or engagements, including comfort letters and
consents for fmancings and filings made with the SEC.

(b) Fees for consultation on a transmission and distribution study and performance of specific agreed-upon procedures.

(c) Includes fees for tax advice in connection with non-income tax processes, sales and use tax matters and analysis related to the deductibility of
certain transmission and distribution costs.

LG&E and KU Energy LLC

The following table presents an allocation of fees billed, including expenses, by EY to LKE for the fiscal years ended December 31, 2012 and
2011, for professional services rendered for the audits of LKE’s annual fmancial statements and for fees billed for other services rendered by EY.

2012 2011
(in thousands)

Auditfees(a) $ 1,715 $ 1,528

(a) Includes estimated fees for audit of annual fmancial statements and review of fmancial statements included in LKE’s Quarterly Reports on. Form 10-Q and for services in connection with statutory and regulatory filings or engagements, including comfort letters and consents for
fmancings and filings made with the SEC.

Louisville Gas and Electric Company

The following table presents an allocation of fees billed, including expenses, by EY to LG&E for the fiscal years ended December 31, 2012 and
2011, for professional services rendered for the audits of LG&Es annual financial statements and for fees billed for other services rendered by
EY.

2012 2011
(in thousands)

Audit fees (a) $ 731 $ 552

(a) includes estimated fees for audit of annual fmancial statements and review of fmancial statements included in LG&E’s Quarterly Reports on
Form l0-Q and for services in connection with statutory and regulatory filings or engagements, including comfort letters and consents for
financings and filings made with the SEC.

Kentucky Utilities Company

The following table presents an allocation of fees billed, including expenses, by EY to KU for the fiscal years ended December 31, 2012 and
2011, for professional services rendered for the audits of KU’s annual financial statements and for fees billed for other services rendered by EY.
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2012 2011
(in thousands)

ditfees(a) $ 626 $ 552

a) Includes estimated fees for audit of annual fmancial statements and review of fmancial statements included in KU’s Quarterly Reports on
Form 10-Q and for services in connection with statutory and regulatory filings or engagements, including comfort letters and consents for
fmancings and filings made with the SEC.

PPL Corporation, PPL Energy Supply, LLC, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and
Electric Company and Kentucky Utilities Company

Approval of Fees The Audit Committee of PPL has procedures for pre-approving audit and non-audit services to be provided by the independent
auditor. These procedures are designed to ensure the continued independence of the independent auditor. More specifically, the use of the
independent auditor to perform either audit or non-audit services is prohibited unless specifically approved in advance by the Audit Committee of
PPL. As a result of this approval process, the Audit Committee of PPL has pre-approved specific categories of services and authorization
levels. Ml services outside of the specified categories and all amounts exceeding the authorization levels are approved by the Chair of the Audit
Committee of PPL, who serves as the Committee designee to review and approve audit and non-audit related services during the year. A listing of
the approved audit and non-audit services is reviewed with the fill Audit Committee of PPL no later than its next meeting.

The Audit Committee of PPL approved 100% of the 2012 and 2011 services provided by EY.

PARTlY

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES

PPL Corporation, PPL Energy Supply, LLC, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and
Electric Company and Kentucky Utilities Company

(a) The following documents are filed as part of this report:

1. Financial Statements - Refer to the “Table of Contents” for an index of the financial statements included in this report.

2. Supplementary Data and Supplemental Financial Statement Schedule - included in response to Item 8.

Schedule I - LG&E and KU Energy LLC Condensed Unconsolidated Financial Statements.

All other schedules are omitted because of the absence of the conditions under which they are required or because the required
information is included in the fmancial statements or notes thereto.

3. Exhibits

See Exhibit Index immediately following the signature pages.
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SHAREOWNER AND INVESTOR INFORMATION

‘Ntnnuai Meetings: The 2013 annual meeting of shareowners of PPL will be held on Wednesday, May 15, 2013, at the Zoeliner Arts Center, on
:Ie campus of Lehigh University in Bethlehem, Pennsylvania, in Northampton County.

Proxy and Information Statement Material : A proxy statement and notice of PPL’s annual meeting is mailed to all shareowners of record as
of February 28, 2013.

PPL Annual Report: The report is published and mailed in the beginning of April to all shareowners of record. The latest annual report can be
accessed at www.pplweb.com. If you have more than one account, or if there is more than one investor in your household, you may call the PPL
Shareowner li-iformation Line to request that only one annual report be delivered to your address. Please provide account numbers for all
duplicate mailings.

Dividends: Subject to the declaration of dividends on PPL common stock by the PPL Board of Directors or its Executive Committee and PPL
Electric preference stock by the PPL Electric Board of Directors, dividends are paid on the first business day of April, July, October and
January. The 2013 record dates for dividends are expected to be March 8, June 10, September 10 and December 10.

PPL Shareowner Information Line (1-800-345-3085): Shareowners can obtain corporate and fmancial information 24 hours a day using the
PPL Shareowner Information Line. Earnings, dividends and other company news releases are available by fax or mail. Other PPL publications,
such as the annual and quarterly reports to the Securities and Exchange Commission (forms 10-K and 10-Q), will be mailed upon request, or
ite to:

Manager - PPL Investor Services
Two North Ninth Street (GENTWI3)
Allentown, PA 18101

FAX: 610-774-5106
Via email: invserv@pplweb.com

PPL’s Website (www.pplweb.com): Shareowners can access PPL Securities and Exchange Commission filings, corporate governance
materials, news releases, stock quotes and historical performance. Visitors to our website can provide their email address and indicate their desire

receive future earnings or news releases automatically.

hareowner Inquiries:

PPL Shareowner Services
Wells Fargo Bank, N.A.
1110 Centre Pointe Curve, Suite 101
Mendota Heights, MN 55120

Toll Free: 1-800-345-3085
Outside U.S.: 651-453-2129
FAX: 651-450-4085
shareowneronline.com

Online Account Access : Registered shareowners can activate their account for online access by visiting shareowneronline.com.

Dividend Reinvestment and Direct Stock Purchase Plan (Plan): PPL offers investors the opportunity to acquire shares of PPL common stock
through its Plan. Through the Plan, participants are eligible to invest up to $25,000 per calendar month in PPL common stock. Shareowners may
choose to have dividends on their PPL common stock fully or partially reinvested in PPL common stock or can receive full payment of cash
dividends by check or EFT. Participants in the Plan may choose to have their common stock certificates deposited into their Plan account.

Direct Registration System: PPL participates in the Direct Registration System (DRS). Shareowners may choose to have their common stock
certificates converted to book entry form within the DRS by submitting their certificates to PPLs transfer agent.
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Listed Securities:

New York Stock Exchange. PPL Corporation:
Common Stock (Code: PPL)

Corporate Units issued 2010 (Code: PPLPRU)

Corporate Units issued 2011 (Code: PPLPRW)

PPL Capital Funding, Inc.:
2007 Series A Junior Subordinated Notes due 2067 (Code: PPL/67)

Fiscal Agents:

Stock Transfer Agent and Registrar; Dividend Reinvestment Plan Agent
Wells Fargo Bank, N.A.
Shareowner Services
1110 Centre Pointe Curve, Suite 101
Mendota Heights, MN 55120

Toll free: 1-800-345-3085
Outside U.S.: 651-453-2129

Dividend Disbursing Office
PPL hivestor Services
Two North Ninth Street (GENTW13)
Allentown, PA 18101

FAX: 610-774-5106
Via email: invserv@pplweb.com

4 r call the PPL Shareowner Information Line
oIl Free: 1-800-345-3085

1945 Mortgage Bond Trustee, Transfer and Bond Interest Paying Agent
Deutsche Bank Trust Company Americas
5022 Gate Parkway (Suite 200)
Jacksonville, FL 32256

Toll free: 1-800-735-7777
FAX: 615-866-3887

Indenture Trustee
The Bank of New York Mellon
101 Barclay Street
New York, NY 10286
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed
on its behalf by the undersigned, thereunto duly authorized.

PPL Corporation
(Registrant)

By Is! William H. Spence
William H. Spence -

Chairman, President and
Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the
Registrant and in the capacities and on the date indicated.

By Is! William H. Spence
William H. Spence -

Chairman, President and
Chief Executive Officer
(Principal Executive Officer)

By Is! Paul A. fan
Paul A. Farr -

Executive Vice President and
Chief financial Officer
(Principal Financial Officer)

-.By

Is! Vincent Sorgi
)incent Sorgi -

•qice President and Controller
(Principal Accounting Officer)

Directors:

Frederick M. Bemthal Venkata Rajarnannar Madabliushi
John W. Conway Craig A. Rogerson
Steven G. Elliott William H. Spence
Louise K. Goeser Natica von Althann
Stuart E. Graham Keith H. Williamson
Stuart Heydt

By Is! William H. Spence
William H. Spence, Attorney-in-fact Date: February 2$, 2013
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SIGNATURES

By Is! David G. DeCampli
David G. DeCampli -

President

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the
Registrant and in the capacities and on the date indicated.

By Is! David G. DeCampli
David G. DeCampli -

President
(Principal Executive Officer)

David G. DeCampli
‘)avid G. DeCampli

Is! Paul A. Farr
Paul A. Farr

Is! Robert J. Grey
Robert J. Grey

Is! William H. Spence
William H. Spence

Date: February 28, 2013

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed
on its behalf by the undersigned, thereunto duly authorized.

PPL Energy Supply, LLC
(Registrant)

By Is! Paul A. Farr
Paul A. Farr -

Executive Vice President
(Principal Financial Officer)

By Is! Vincent Sorgi
Vincent Sorgi -

Vice President and Controller
(Principal Accounting Officer)

Managers:
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed
on its behalf by the undersigned, thereunto duly authorized..

______

By Is! Gregoiy N. Dudkin
Gregory N. Dudkin -

President

PPL ““1c IJtjJitiec
(Registrant)

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the
Registrant and in the capacities and on the date indicated.

By Is! Vincent Sori
Vincent Sorgi -

Vice President and Chief Accounting Officer
(Principal Financial and Accounting Officer)’

Is! William H. Spence
William H. Spence

Is! Paul A. F arr
gaul A. Farr

Robert J. Grey
Robert I. Grey

Date: February 28, 2013

Is! Gregory N. Dudkin
Gregory N. Dudkin

Is! Dean A. Christiansen
Dean A. Christiansen

— _UI I1Li atiwu

By Is! Gregory N. Dudkin
Gregory N. Dudkin -

President
(Principal Executive Officer)

Directors:
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed
on its behalf by the undersigned, thereunto duly authorized.

LG&E and KU Eneray LLC
(Registrant)

By Is! Victor A. Staffieri
Victor A. Staffieñ -

Chairman of the Board, Chief Executive Officer
and President

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the
Registrant and in the capacities and on the date indicated.

By 1sf Victor A. Staffieri
Victor A. Staffieri -

Chainnan of the Board, Chief Executive Officer
and President
(Principal Executive Officer)

By Is! Kent W. Blake
Kent W. Blake -

Chief Financial Officer
(Principal Financial Officer and

(PrinciPal Accounting Officer)

Directors:

Is! Paul A. Farr Is! William H. Spence
Paul A. Farr William H. Spence

Is! Chris Hermann Is! Victor A. Staffieri
Chris Hermann Victor A. Staffieri

Is! S. Bradford Rives Is! Paul W. Thompson
S. Bradford Rives Paul W. Thompson

Date: February 28, 2013
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed
on its behalf by the undersigned, thereunto duly authorized.

Louisville Gas and Electric Company
(Registrant)

By Is! Victor A. Staffieri
Victor A. Staffieri -

Chairman of the Board, Chief Executive Officer
and President

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the
Registrant and in the capacities and on the date indicated.

By Is! Victor A. Staffieri
Victor A. Staffieri -

Chairman of the Board, Chief Executive Officer
and President
(Principal Executive Officer)

By Is! Kent W. Blake
Kent W. Blake -

Chief Financial Officer
(Principal financial Officer and
Principal Accounting Officer)

Directors:

Is! Paul A. F arr Is! William H. Spence
Paul A. Fan William H. Spence

Is! Chris Hermann Is! Victor A. Staffieri
Chris Hennann Victor A. Staffieri

Is! S. Bradford Rives Is! Paul W. Thompson
S. Bradford Rives Paul W. Thompson

Date: February 28, 2013
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed
on its behalf by the undersigned, thereunto duly authorized.

Kentucky Utilities Company
(Registrant)

By 1sf Victor A. Staffieri
Victor A. Staffieri -

Chairman of the Board, Chief Executive Officer
and President

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the
Registrant and in the capacities and on the date indicated.

By Is! Victor A. Staffieri
Victor A. Staffieri -

Chairman of the Board, Chief Executive Officer
and President
(Principal Executive Officer)

By Is! Kent W. Blake
Kent W. Blake -

Chief Financial Officer
(Principal Financial Officer and
Principal Accounting Officer)

Directors:

Is! Paul A. Farr 1sf William H. Spence
Paul A. Farr William H. Spence

Is! Chris Hermann Is! Victor A. Staffieri
Chris Hermann Victor A. Staffieri

Is! S. Bradford Rives Is! Paul W. Thompson
S. Bradford Rives Paul W. Thompson

Date: February 2$, 2013
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EXHIBIT INDEX

The following Exhibits indicated by an asterisk preceding the Exhibit number are filed herewith. The balance of the Exhibits have heretofore
been filed with the Commission and pursuant to Rule I 2(b)-32 are incorporated herein by reference. Exhibits indicated by a u are filed or listed

(““rsuant to Item 601(b)(l0)(iii) of Regulation S-K.

3(a) - Amended and Restated Articles of Incorporation of PPL Corporation, effective as of May 21, 200$ (Exhibit 3(1) to PPL
Corporation Form 8-K Report (File No. 1-11459) dated May 21, 200$)

3(b) - Amended and Restated Articles of Incorporation of PPL Electric Utilities Corporation, effective as of May 2, 2006
(Exhibit 3(a) to PPL Electric Utilities Corporation Form I0-Q Report (Flie No. 1-905) for the quarter ended March 31,
2006)

3(c)-I - Certificate of Formation of PPL Energy Supply, LLC, effective as of November 14, 2000 (Exhibit 3.1 to PPL Energy
Supply, LLC Form S-4 (Registration Statement No. 333-74794))

3(c)-2 - Certificate of Amendment of PPL Energy Supply, LLC, effective as of November 12, 2002 (Exhibit 3(c)-2 to PPL Energy
Supply, LLC form 10-K Report (File No. 1-32944) for the year ended December 31, 2011)

3(d) - Amended and Restated Bylaws of PPL Corporation, effective as of May 19, 2010 (Exhibit 99.1 to PPL Corporation Form
8-K Report (File No. 1-11459) dated May 24, 2010)

3(e) - Amended and Restated Bylaws of PPL Electric Utilities Corporation, effective as of March 30, 2006 (Exhibit 3.2 to PPL
Electric Utilities Corporation Form 8-K Report (File No. 1-905) dated March 30, 2006)

3(1) - Limited Liability Company Agreement of PPL Energy Supply, LLC, effective as of March 20, 2001 (Exhibit 3.2 to PPL
Energy Supply, LLC Form S-4 (Registration Statement No. 333-74794))

3(g) - Articles of Organization of LG&E and KU Energy LLC, effective as of December 29, 2003 (Exhibit 3(a) to Registration
Statement filed on Form S-4 (File No. 333-173665))

3(h) - Amended and Restated Operating Agreement of LG&E and KU Energy LLC, effective as of November 1,2010 (Exhibit
3(b) to Registration Statement filed on Form S-4 (file No. 333-173665))

- Amended and Restated Articles of Incorporation of Louisville Gas and Electric Company, effective as of November 6,
1996 (Exhibit 3(a) to Registration Statement filed on Form S-4 (File No. 333-173676))

3(i)-2 - Articles of Amendment to Articles of Incorporation of Louisville Gas and Electric Company, effective as of April 6, 2004
(Exhibit 3(b) to Registration Statement filed on Form S-4 (File No. 333-173676))

3(j) - Bylaws of Louisville Gas and Electric Company, effective as of December 16, 2003 (Exhibit 3(c) to Registration
Statement filed on Form S-4 (File No. 333-173676))

3(k)-I - Amended and Restated Articles of Incorporation of Kentucky Utilities Company, effective as of December 14, 1993
(Exhibit 3(a) to Registration Statement filed on Form S-4 (File No. 333-173675))

3(k)-2 - Articles of Amendment to Articles of Incorporation of Kentucky Utilities Company, effective as of April 8, 2004 (Exhibit
3(b) to Registration Statement filed on Form 5-4 (file No. 333-173675))

3(1) - Bylaws of Kentucky Utilities Company, effective as of December 16, 2003 (Exhibit 3(c) to Registration Statement filed
on form S-4 (File No. 333-173675))

4(a) - Pollution Control Facilities Loan Agreement, dated as of May 1, 1973, between PPL Electric Utilities Corporation and the
Lehigh County Industrial Development Authority (Exhibit 5(z) to Registration Statement No. 2-60834)

4(b)-I - Amended and Restated Employee Stock Ownership Plan, dated January 12, 2007 (Exhibit 4(a) to PPL Corporation form
10-K Report (File No. 1-11459) for the year ended December 31, 2006)
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4(b)-2 - Amendment No. ito said Employee Stock Ownership Plan, dated July 2, 2007 (Exhibit 4(a) to PPL Corporation Form
10-Q Report (File No. 1-11459) for the quarter ended September 30, 2007)

C(b)-3 - Amendment No. 2 to said Employee Stock Ownership Plan, dated December 13, 2007 (Exhibit 4(a)-3 to PPL Corporation
Form 10-K Report (File No. 1-11459) for the year ended December 31, 2007)

4(b)-4 - Amendment No. 3 to said Employee Stock Ownership Plan, dated August 19, 2009 (Exhibit 4(a) to PPL Corporation
Form 10-Q Report (File No. 1-11459) for the quarter ended September 30, 2009)

4(b)-S - Amendment No. 4 to said Employee Stock Ownership Plan, dated December 2, 2009 (Exhibit 4(a)-S to PPL Corporation
Form 10-K Report (File No. 1-11459) for the year ended December 31, 2009)

4(b)-6 - Amendment No. 5 to said Employee Stock Ownership Plan. dated November 17, 2010 (Exhibit 4(b)-6 to PPL
Corporation form 10-K Report (File No. 1-11459) for the year ended December 31, 2010)

4(b)-7 - Amendment No. 6 to said Employee Stock Ownership Plan, dated January 18, 2012 (Exhibit 4(a) to PPL Corporation
Form 10-Q Report (File No. 1-11459) for the quarter ended March 31, 2012)

4(b)-s - Amendment No. 7 to said Employee Stock Ownership Plan, dated May 30, 2012 (Exhibit 4(a) to PPL Corporation Form
10-Q Report (File No. 1-11459) for the quarter ended June 30, 2012)

4(b)-9 - Amendment No. 8 to said Employee Stock Ownership Plan, dated July 17, 2012 (Exhibit 4(b) to PPL Corporation Form
10-Q Report (File No. 1-11459) for the quarter ended June 30, 2012)

4(b)-10 - Amendment No. 9 to said Employee Stock Ownership Plan, dated December 21, 2012

4(c) - Trust Deed constituting £150 million 9 ¼ percent Bonds due 2020, dated November 9, 1995, between South Wales
Electric plc and Bankers Trustee Company Limited (Exhibit 4(k) to PPL Corporation Form 10-K Report (File No. 1-
11459) for the year ended December 31, 2004)

4(d)-I - Indenture, dated as of November 1, 1997, among PPL Corporation. PPL Capital Funding, Inc. and WMorgan Chase Bank
(formerly The Chase Manhattan Bank), as Trustee (Exhibit 4.1 to PPL Corporation Form 8-K Report (File No. 1-11459)
dated November 12, 1997)

4(d)-2 - Supplemental Indenture No. 7, dated as of July 1,2007, to said Indenture (Exhibit 4(b) to PPL Corporation Form 8-K
Report (file No. 1-11459) dated July 16, 2007)

4(d)-3 - Supplemental Indenture No. 8, dated as of June 14, 2012, to said Indenture (Exhibit 4(b) to PPL Corporation Form 8-K
Report (File No. 1-11459) dated June 14, 2012)

4(d)-4 - Supplemental Indenture No. 9, dated as of October 15, 2012, to said Indenture (Exhibit 4(b)to PPL Corporation Form 8-
K Report (File No. 1-11459) dated October 15, 2012)

4(e) - Indenture, dated as of March 16, 2001, among WPD Holdings UK, Bankers Trust Company, as Trustee, Principal Paying
Agent, and Transfer Agent and Deutsche Bank Luxembourg, S.A., as Paying and Transfer Agent (Exhibit 4(g) to PPL
Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2009)

4(f)-i - Indenture, dated as of August 1, 2001, by PPL Electric Utilities Corporation and JPMorgan Chase Bank (formerly The
Chase Manhattan Bank), as Trustee (Exhibit 4.1 to PPL Electric Utilities Corporation Form 8-K Report (File No. 1-905)
dated August 21, 2001)

4(f)-2 - Supplemental Indenture No. 4, dated as of February 1, 2005, to said Indenture (Exhibit 4(g)-S to PPL Electric Utilities
Corporation Form 10-K Report (file No. 1-905) for the year ended December 31, 2004)
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4(f)-3 - Supplemental hidenture No. 5, dated as of May 1, 2005, to said Indenture (Exhibit 4(b) to PPL Electric Utilities
Corporation Form 10-Q Report (File No. 1-905) for the quarter ended June 30, 2005)

4(f)-4 - Supplemental Indenture No. 6, dated as of December 1, 2005, to said Indenture (Exhibit 4(a) to PPL Electric Utilities
Corporation Form 8-K Report (File No. 1-905) dated December 22, 2005)

(f)-5 - Supplemental Indenture No. 7, dated as of August 1, 2007, to said Indenture (Exhibit 4(b) to PPL Electric Utilities
Corporation Form 8-K Report (File No. 1-905) dated August 14, 2007)

4(f)-6 - Supplemental Indenture No. 9, dated as of October 1, 2008, to said Indenture (Exhibit 4(c) to PPL Electric Utilities
Corporation Form 8-K Report (File No. 1-905) dated October 31, 2008)

4(f)-? - Supplemental Indenture No. 10, dated as of May 1, 2009, to said Indenture (Exhibit 4(b) to PPL Electric Utilities
Corporation Form 8-K Report (File No. 1-905) dated May 22, 2009)

4(f)-8 - Supplemental Indenture No. 11, dated as of July 1, 2011, to said Indenture (Exhibit 4.1 to PPL Electric Utilities
Corporation Form 8-K Report (File No. 1-905) dated July 13, 2011)

4(f)-9 - Supplemental Indenture No. 12, dated as of July 1,2011, to said Indenture (Exhibit 4(a) to PPL Electric Utilities
Corporation Form 8-K Report (File No. 1-905) dated July 18, 2011)

4(f)-b - Supplemental Indenture No. 13, dated as of August 1, 2011, to said Indenture (Exhibit 4(a) to PPL Electric Utilities
Corporation Form 8-K Report (File No. 1-905) dated August 23, 2011)

4(f)-li - Supplemental Indenture No. 14, dated as of August 1, 2012, to said Indenture (Exhibit 4(a) to PPL Electric Utilities
Corporation Form 8-K Report (File No. 1-905) dated August 24, 2012)

4(g)-l - Indenture, dated as of October 1,2001, by PPL Energy Supply, LLC and JPMorgan Chase Bank (formerly The Chase
Manhattan Bank), as Trustee (Exhibit 4.1 to PPL Energy Supply, LLC Form S-4 (Registration Statement No. 333-74794))

4(g)- 2 - Supplemental Indenture No. 2, dated as of August 15, 2004, to said Indenture (Exhibit 4(h)-4 to PPL Energy Supply, LLC
Form 10-K Report (File No. 333-74794) for the year ended December 31, 2004)

4(g)-3 - Supplemental Indenture No. 3. dated as of October 15. 2005, to said Indenture (Exhibit 4(a) to PPL Energy Supply, LLC
Fonji 8-K Report (File No. 333-74794) dated October 28, 2005).g)-4 - Form of Note for PPL Energy Supply, LLCs $300 million aggregate principal amount of 5.70% REset Put Securities due
2035 (REPS SM) (Exhibit 4(b) to PPL Energy Supply, LLC Form 8-K Report (file No. 333-74794) dated October 28,
2005)

4(g)-S - Supplemental Indenture No. 4, dated as of May 1, 2006, to said Indenture (Exhibit 4(a) to PPL Energy Supply, LLC form
l0-Q Report (file No. 333-74794) for the quarter ended June 30, 2006)

4(g)-6 - Supplemental Indenture No. 6, dated as of July 1,2006, to said Indenture (Exhibit 4(c) to PPL Energy Supply, LLC Form
J0-Q Report (File No. 333-74794) for the quarter ended June 30, 2006)

4(g)-7 - Supplemental Indenture No. 7, dated as of December 1, 2006, to said Indenture (Exhibit 4(f)-b to PPL Energy Supply,
LLC Form 10-K Report (File No. 333-74794) for the year ended December 31, 2006)

4(g)-8 - Supplemental Indenture No. 8, dated as of December 1,2007, to said Indenture (Exhibit 4(b) to PPL Energy Supply, LLC
Form 8-K Report (File No. 333-74794) dated December 20, 2007)

4(g)-9 - Supplemental Indenture No. 9, dated as of March 1,2008, to said Indenture (Exhibit 4(b) to PPL Energy Supply, LLC
Form 8-K Report (F ile No. 333-74794) dated March 14, 2008)
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4(g)-i 0 - Supplemental Indenture No. 10, dated as of July 1, 2008, to said Indenture (Exhibit 4(b) to PPL Energy Supply, LLC
Form 8-K Report (File No. 1-32944) dated July 21, 200$)

4(g)-Il - Supplemental Indenture No. 11, dated as of December 1, 2011, to said Indenture (Exhibit 4(a) to PPL Corporation Form
8-K Report (File No. 1-1149) dated December 16, 2011)

4(h)-i - Trust Deed constituting £200 million 5.875 percent Bonds due 2027, dated March 25, 2003, between Western Power
Distribution (South West) plc and J.P. Morgan Corporate Trustee Services Limited (Exhibit 4(o)-i to PPL Corporation
Form 10-K Report (File No. 1-11459) for the year ended December 31, 2004)

4(h)-2 - Supplement, dated May 27, 2003, to said Trust Deed, constituting £50 million 5.875 percent Bonds due 2027 (Exhibit 4
(o)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2004)

4(i)-i - Pollution Control Facilities Loan Agreement, dated as of February 1, 2005, between PPL Electric Utilities Corporation
and the Lehigh County Industrial Development Authority (Exhibit 1 0(ff) to PPL Electric Utilities Corporation Form 10-K
Report (file No. 1-905) for the year ended December 31, 2004)

4(i)-2 - Pollution Control Facilities Loan Agreement, dated as of May 1, 2005, between PPL Electric Utilities Corporation and the
Lehigh County Industrial Development Authority (Exhibit 10(a) to PPL Electric Utilities Corporation Form 10-Q Report
(File No. 1-905) for the quarter ended June 30, 2005)

4(i)-3 - Pollution Control Facilities Loan Agreement, dated as of October 1,2008, between Pennsylvania Economic Development
Financing Authority and PPL Electric Utilities Corporation (Exhibit 4(a) to PPL Electric Utilities Corporation form 8-K
Report (File No. 1-905) dated October 31, 2008)

4(j) - Trust Deed constituting £105 million 1.541 percent Index-Linked Notes due 2053, dated December 1,2006, between
Western Power Distribution (South West) plc and HSBC Trustee (Cl) Limited (Exhibit 4(i) to PPL Corporation Form 10-
K Report (File No. 1-11459) for the year ended December 31, 2006)

4(k) - Trust Deed constituting £120 million 1.541 percent Index-Linked Notes due 2056, dated December 1, 2006, between
Western Power Distribution (South West) plc and HSBC Trustee (CI) Limited (Exhibit 4(j) to PPL Corporation Form 10-
K Report (File No. 1-11459) for the year ended December 31, 2006)

4(1) - Trust Deed constituting £225 million 4.80436 percent Notes due 2037, dated December 21, 2006, between Western
Power Distribution (South Wales) plc and HSBC Trustee (CI) Limited (Exhibit 4(k) to PPL Corporation Form 10-K
Report (File No. 1-11459) for the year ended December31, 2006)

4(m)- I - Subordinated Indenture, dated as of March 1, 2007, between PPL Capital Funding, Inc., PPL Corporation and The Bank
of New York, as Trustee (Exhibit 4(a) to PPL Corporation Form 8-K Report (File No. 1-11459) dated March 20, 2007)

4(m)-2 - Supplemental Indenture No. I, dated as of March 1,2007, to said Subordinated Indenture (Exhibit 4(b) to PPL
Corporation Form 8-K Report (file No. 1-11459) dated March 20, 2007)

4(rn)-3 - Supplemental Indenture No. 2, dated as of June 26, 2010, to said Subordinated Indenture (Exhibit 4.3 to PPL Corporation
form 8-K Report (File No. 1-11459) dated June 30, 2010)

4(m)-4 - Supplemental Indenture No. 3, dated as of April 15, 2011, to said Subordinated Indenture (Exhibit 4.3 to PPL Corporation
Form 8-K Report (file No. 1-11459) dated April 19, 2011)

4(n)-i - Series 2009A Exempt Facilities Loan Agreement, dated as of April 1,2009, between PPL Energy Supply, LLC and
Pennsylvania Economic Development Financing Authority (Exhibit 4(a) to PPL Energy Supply, LLC Form 8-K Report
(File No. 1-32944) dated April 9, 2009)
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4(n)-2 - Series 2009B Exempt Facilities Loan Agreement, dated as of April 1, 2009, between PPL Energy Supply, LLC and
Pennsylvania Economic Development Financing Authority (Exhibit 4(b) to PPL Energy Supply, LLC Form 8-K Report
(Flie No. 1-3 2944) dated April 9, 2009)

- Series 2009C Exempt Facilities Loan Agreement, dated as of April 1, 2009, between PPL Energy Supply, LLC and
Pennsylvania Economic Development Financing Authority (Exhibit 4(c) to PPL Energy Supply, LLC Form 8-K Report
(File No. 1-3 2944) dated April 9, 2009)

4(o) - Trust Deed constituting £200 million 5.75 percent Notes due 2040, dated March 23, 2010, between Western Power
Distribution (South Wales) plc and HSBC Corporate Trustee Company (UK) Limited (Exhibit 4(a) to PPL Corporation
Form 10-Q Report (File No. 1-11459) for the quarter ended March 31, 2010)

4(p) - Trust Deed constituting £200 million 5.75 percent Notes due 2040, dated March 23, 2010, between Western Power
Distribution (South West) plc and HSBC Corporate Trustee Company (UK) Limited (Exhibit 4(b) to PPL Corporation
Form 10-Q Report (File No. 1-11459) for the quarter ended March 31, 2010)

4(q)-i - Indenture, dated as of October 1, 2010, between Kentucky Utilities Company and The Bank of New York Mellon, as
Trustee (Exhibit 4(q)-i to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2010)

4(q)-2 - Supplemental Indenture No. 1, dated as of October 15, 2010, to said Indenture (Exhibit 4(q)-2 to PPL Corporation Form
10-K Report (File No. 1-11459) for the year ended December 31, 2010)

4(q)-3 - Supplemental Indenture No. 2, dated as of November 1, 2010, to said indenture (Exhibit 4(q)-3 to PPL Corporation Form
10-K Report (File No. 1-11459) for the year ended December 31, 2010)

4(r)-i - Indenture, dated as of October 1, 2010, between Louisville Gas and Electric Company and The Bank of New York
Mellon, as Trustee (Exhibit 4(r)-Ito PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended
December 31, 2010)

4(r)-2 - Supplemental Indenture No. 1, dated as of October 15, 2010, to said Indenture (Exhibit 4(r)-2 to PPL Corporation Form
10-K Report (File No. 1-11459) for the year ended December31, 2010)

4(r)-3 - Supplemental Indenture No. 2, dated as of November 1, 2010, to said indenture (Exhibit 4(r)-3 to PPL Corporation Form
10-K Report (File No. 1-11459) for the year ended December31, 2010)

- indenture, dated as of November 1, 2010, between LG&E and KU Energy LLC and The Bank of New York Mellon, as
Trustee (Exhibit 4(s)-l to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2010)

4(s)-2 - Supplemental Indenture No. 1, dated as of November 1, 2010, to said Indenture (Exhibit 4(s)-2 to PPL Corporation Form
10-K Report (File No. 1-11459) for the year ended December31, 2010)

4(s)-3 - Supplemental Indenture No.2, dated as of September 1, 2011, to said Indenture (Exhibit 4(a) to PPL Corporation Form $-
K Report (File No. 1-11459) dated September 30, 2011)

4(t)-i - 2002 Series A Carroll County Loan Agreement, dated February 1, 2002, by and between Kentucky Utilities Company,
and County of Carroll, Kentucky (Exhibit 4(w)-I to PPL Corporation Form 10-K Report (File No. 1-11459) for the year
ended December 31, 2010)

4(t)-2 - Amendment No. 1 dated as of September 1, 2010 to said Loan Agreement by and between Kentucky Utilities Company,
and County of Carroll, Kentucky (Exhibit 4(w)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year
ended December 31, 2010)
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4(u)-i - 2002 Series B Carroll County Loan Agreement, dated February 1, 2002, by and between Kentucky Utilities Company,
and County of Carroll, Kentucky (Exhibit 4(x)-i to PPL Corporation Form 10-K Report (File No. 1-11459) for the year
ended December 31, 2010)

- Amendment No. I dated as of September 1, 2010, to said Loan Agreement by and between Kentucky Utilities Company,
and County of Carroll, Kentucky (Exhibit 4(x)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year
ended December 31, 2010)

4(v)-I - 2002 Series C Carroll County Loan Agreement, dated July 1, 2002, by and between Kentucky Utilities Company, and
County of Carroll, Kentucky (Exhibit 4(y)-I to PPL Corporation form 10-K Report (File No. 1-11459) for the year ended
December 31, 2010)

4(v)-2 - Amendment No. 1 dated as of September 1, 2010, to said Loan Agreement by and between Kentucky Utilities Company,
and County of Carroll, Kentucky (Exhibit 4(y)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year
ended December 31, 2010)

4(w)-i - 2004 Series A Carroll County Loan Agreement, dated October 1, 2004 and amended and restated as of September 1,
200$, by and between Kentucky Utilities Company, and County of Carroll, Kentucky (Exhibit 4(z)-i to PPL Corporation
Form 10-K Report (File No. 1-11459) for the year ended December 31, 2010)

4(w)-2 - Amendment No. 1 dated as of September 1, 2010, to said Loan Agreement by and between Kentucky Utilities Company,
and County of Carroll, Kentucky (Exhibit 4(z)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year
ended December 31, 2010)

4(x)-I - 2006 Series B Carroll County Loan Agreement, dated October 1, 2006 and amended and restated September 1, 2008, by
and between Kentucky Utilities Company, and County of Carroll, Kentucky (Exhibit 4(aa)- ito PPL Corporation Form
10-K Report (File No. 1-11459) for the year ended December 31, 2010)

4(x)-2 - Amendment No. 1 dated as of September 1, 2010, to said Loan Agreement by and between Kentucky Utilities Company,
and County of Carroll, Kentucky (Exhibit 4(aa)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year
ended December 31, 2010)

4(y)-i - 2007 Series A Carroll County Loan Agreement, dated March 1, 2007, by and between Kentucky Utilities Company and
County of Carroll, Kentucky (Exhibit 4(bb)-i to PPL Corporation Form 10-K Report (File No. 1-11459) for the year
ended December 31, 2010)

- Amendment No. I dated September 1, 2010, to said Loan Agreement by and between Kentucky Utilities Company, and
County of Carroll, Kentucky (Exhibit 4(bb)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year
ended December 31, 2010)

4(z)-I - 200$ Series A Carroll County Loan Agreement, dated August 1, 2008 by and between Kentucky Utilities Company, and
County of Carroll. Kentucky (Exhibit 4(cc)-i to PPL Corporation Form 10-K Report (File No. 1-11459) for the year
ended December 31, 2010)

4(z)-2 - Amendment No. 1 dated September 1, 2010. to said Loan Agreement by and between Kentucky Utilities Company, and
County of Carroll, Kentucky (Exhibit 4(cc)-2 to PPL Corporation form 10-K Report (file No. 1-11459) for the year
ended December 31, 2010)

4(aa)-1 - 2000 Series A Mercer County Loan Agreement, dated May 1, 2000 and amended and restated as of September 1,2008,
by and between Kentucky Utilities Company, and County of Mercer, Kentucky (Exhibit 4(dd)- I to PPL Corporation
Form 10-K Report (File No. 1-11459) for the year ended December 31, 2010)

4(aa)-2 - Amendment No. 1 dated September 1, 2010, to said Loan Agreement by and between Kentucky Utilities Company, and
County of Mercer, Kentucky (Exhibit 4(dd)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year
ended December 31, 2010)
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4(bb)-l - 2002 Series A Mercer County Loan Agreement, dated february 1, 2002, by and between Kentucky Utilities Company,
and County of Mercer, Kentucky (Exhibit 4(ee)-1 to PPL Corporation form 10-K Report (F lie No. 1-11459) for the year
ended December 31, 2010)

b)-2 - Amendment No. 1 dated September 1, 2010, to said Loan Agreement by and between Kentucky Utilities Company, and
County of Mercer, Kentucky (Exhibit 4(ee)-2 to PPL Corporation form 10-K Report (File No. 1-11459) for the year
ended December 31, 2010)

4(cc)- I - 2002 Series A Mufflenberg County Loan Agreement, dated february 1, 2002, by and between Kentucky Utilities
Company, and County of Mnhlenberg, Kentucky (Exhibit 4(ff)-1 to PPL Corporation form 10-K Report (File No. 1-
11459) for the year ended December 31, 2010)

4(cc)-2 - Amendment No. 1 dated September 1, 2010, to said Loan Agreement by and between Kentucky Utilities Company, and
County of Muhienberg, Kentucky (Exhibit 4(ff)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year
ended December 31, 2010)

4(dd)- 1 - 2007 Series A Trimble County Loan Agreement, dated March 1, 2007, by and between Kentucky Utilities Company, and
County of Trimble, Kentucky (Exhibit 4(gg)-J to PPL Corporation form 10-K Report (file No. 1-11459) for the year
ended December 31, 2010)

4(dd)-2 - Amendment No. 1 dated September 1, 2010, to said Loan Agreement by and between Kentucky Utilities Company, and
County of Trimble, Kentucky (Exhibit 4(gg)-2 to PPL Corporation form 10-K Report (file No. 1-11459) for the year
ended December 31, 2010)

4(ee)-l - 2000 Series A Louisville/Jefferson County Metro Government Loan Agreement, dated May 1, 2000 and amended and
restated as of September 1, 2008, by and between Louisville Gas and Electric Company, and Louisville/Jefferson County
Metro Government, Kentucky (Exhibit 4(hh)-l to PPL Corporation form 10-K Report (file No. 1-1 1459) for the year
ended December 31, 2010)

4(ee)-2 - Amendment No. I dated September 1,2010, to said Loan Agreement by and between Louisville Gas and Electric
Company, and Louisville/Jefferson County Metro Government, Kentucky (Exhibit 4(hh)-2 to PPL Corporation Form 10-
K Report (file No. 1-11459) for the year ended December 31, 2010)

4(ee)-3 - Amendment No. 2 dated as of October 1,2011, to said Loan Agreement by and between Louisville Gas and Electric. Company, and Louisville/Jefferson County Metro Government. Kentucky (Exhibit 4(ee)-3 to Louisville Gas and Electric
Company form 10-K Report (File No. 1-2893) for the year ended December 31, 2011)

4(fO-1 - 2001 Series A Jefferson County Loan Agreement, dated July 1,2001, by and between Louisville Gas and Electric
Company, and Jefferson County, Kentucky (Exhibit 4(u)-I to PPL Corporation form 10-K Report (file No. 1-11459) for
the year ended December 31, 2010)

4(ff-2 - Amendment No. I dated September 1, 2010, to said Loan Agreement by and between Louisville Gas and Electric
Company, and Jefferson County, Kentucky (Exhibit 4(ii)-2 to PPL Corporation form 10-K Report (File No. 1-11 459) for
the year ended December 31, 2010)

4(gg)-1 - 2001 Series A Jefferson County Loan Agreement, dated November 1,2001, by and between Louisville Gas and Electric
Company, and Jefferson County, Kentucky (Exhibit 4(jj)-1 to PPL Corporation form 10-K Report (file No. 1-11459) for
the year ended December 31, 2010)

4(gg)-2 - Amendment No. I dated September 1,2010, to said Loan Agreement by and between Louisville Gas and Electric
Company, and Jefferson County, Kentucky (Exhibit 4(jj)-2 to PPL Corporation form 10-K Report (file No. 1-11459) for
the year ended December 31, 2010)

4(hh)-1 - 2001 Series B Jefferson County Loan Agreement. dated November 1, 2001, by and between Louisville Gas and Electric
Company. and Jefferson County, Kentucky (Exhibit 4(kk)-1 to PPL Corporation form 10-K Report (File No. 1-1 1459)
for the year ended December 31, 2010)
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4(hh)-2 - Amendment No. 1 dated September 1, 2010, to said Loan Agreement by and between Louisville Gas and Electric
Company, and Jefferson County, Kentucky (Exhibit 4(kk)-2 to PPL Corporation Form 10-K Report (file No. 1-11459)
for the year ended December 31, 2010)

- 2003 Series A Louisville/Jefferson County Metro Govermnent Loan Agreement, dated October 1, 2003, by and between
Louisville Gas and Electric Company and Louisville/Jefferson County Metro Government, Kentucky (Exhibit 4(11)-ito
PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2010)

4(ii)-2 - Amendment No. I dated September 1, 2010, to said Loan Agreement by and between Louisville Gas and Electric
Company, and Louisville/Jefferson County Metro Government, Kentucky (Exhibit 4(ll)-2 to PPL Corporation Form 10-K
Report (File No. 1-11459) for the year ended December 31, 2010)

4(jj)-1 - 2005 Series A Louisville/Jefferson County Metro Government Loan Agreement, dated February 1, 2005 and amended
and restated as of September 1, 200$, by and between Louisville Gas and Electric Company, and Louisville/Jefferson
County Metro Government, Kentucky (Exhibit 4(mm)-1 to PPL Corporation Form 10-K Report (File No. 1-11459) for
the year ended December 31, 2010)

4(jj)-2 - Amendment No. I dated September 1, 2010, to said Loan Agreement by and between Louisville Gas and Electric
Company, and Louisville/Jefferson County Metro Government, Kentucky (Exhibit 4(mm)-2 to PPL Corporation Form
10-K Report (File No. 1-11459) for the year ended December 31, 2010)

4(kk)-1 - 2007 Series A Louisville/Jefferson County Metro Government Loan Agreement, dated as of March 1, 2007 and amended
and restated as of September 1, 2008, by and between Louisville Gas and Electric Company, and Louisville/Jefferson
County Metro Government, Kentucky (Exhibit 4(nn)-1 to PPL Corporation Form 10-K Report (File No. 1-11459) for the
year ended December 31, 2010)

4(kk)-2 - Amendment No. 1 dated September 1,2010, to said Loan Agreement by and between Louisville Gas and Electric
Company, and Louisville/Jefferson County Metro Government, Kentucky (Exhibit 4(nn)-2 to PPL Corporation Form 10-
K Report (File No. 1-11459) for the year ended December 31, 2010)

4(11) - 2007 Series B Louisville/Jefferson County Metro Government Amended and Restated Loan Agreement, dated November
1, 2010, by and between Louisville Gas and Electric Company and Louisville/Jefferson County Metro Government,
Kentucky (Exhibit 4(oo) to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31,
2010)

1 - 2000 Series A Trimble County Loan Agreement, dated August 1, 2000, by and between Louisville Gas and Electric
Company, and County of Trimble, Kentucky (Exhibit 4(pp)-l to PPL Corporation Form 10-K Report (File No. 1-11459)
for the year ended December 31, 2010)

4(mm)-2 - Amendment No. 1 dated September 1,2010, to said Loan Agreement by and between Louisville Gas and Electric
Company, and County of Trimble, Kentucky (Exhibit 4(pp)-2 to PPL Corporation Form 10-K Report (File No. 1-11459)
for the year ended December 31, 2010)

4(nn)-1 - 2001 Series A Trimble County Loan Agreement, dated November 1,2001, by and between Louisville Gas and Electric
Company, and County of Trimble, Kentucky (Exhibit 4(qq)- I to PPL Corporation Form 10-K Report (File No. 1-11459)
for the year ended December 31, 2010)

4(nn)-2 - Amendment No. 1 dated September 1, 2010, to said Loan Agreement by and between Louisville Gas and Electric
Company, and the County of Trimble, Kentucky (Exhibit 4(qqj-2 to PPL Corporation form 10-K Report (File No. 1-
11459) for the year ended December 31, 2010)

4(oo)-1 - 2001 Series B Trimble County Loan Agreement, dated November 1, 2001, by and between Louisville Gas and Electric
Company, and County of Trimble, Kentucky (Exhibit 4(rr)-l to PPL Corporation Form 10-K Report (File No. 1-11459)
for the year ended December 31, 2010)
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4(oo)-2 - Amendment No. I dated September 1, 2010, to said Loan Agreement by and between Louisville Gas and Electric
Company, and County of Trhnble, Kentucky (Exhibit 4(rr)-2 to PPL Corporation Form 10-K Report (File No. 1-11459)
for the year ended December 31, 2010)

çy
p)-l - 2002 Series A Trimble County Loan Agreement, dated July 1, 2002, by and between Louisville Gas and Electric

Company, and County of Trimble, Kentucky (Exhibit 4(ss)-l to PPL Corporation Form 10-K Report (File No. 1-11459)
for the year ended December 31, 2010)

4(pp)-2 - Amendment No. I dated September 1, 2010, to said Loan Agreement by and between Louisville Gas and Electric
Company, and County of Trimble, Kentucky (Exhibit 4(ss)-2 to PPL Corporation Form 10-K Report (File No. 1-11459)
for the year ended December 31, 2010)

4(qaj-1 - 2007 Series A Trimble County Loan Agreement, dated March 1, 2007, by and between Louisville Gas and Electric
Company, and County of Trimble, Kentucky (Exhibit 4(tt)-1 to PPL Corporation Form 10-K Report (File No. 1-11459)
for the year ended December 31, 2010)

4(qq)-2 - Amendment No. 1 dated September 1, 2010, to said Loan Agreement by and between Louisville Gas and Electric
Company, and County of Trimble, Kentucky (Exhibit 4(tt)-2 to PPL Corporation Form 10-K Report (File No. 1-11459)
for the year ended December 31, 2010)

4(rr)- 1 - Indenture, dated April 21, 2011, between PPL WEM Holdings PLC, as Issuer, and The Bank of New York Mellon, as
Trustee (Exhibit 10.2 to PPL Corporation Form 8-K Report (File No. 1-11459) dated April 21, 2011)

4(rr)-2 - Supplemental lndentuie No. 1, dated April 21, 2011, to said lidenture (Exhibit 10.3 to PPL Corporation Form 8-K Report
(File No. 1-11459) dated Api-il 21, 2011)

4(ss)-1 - Trust Deed, dated April 27, 2011, by and among Western Power Distribution (East Midlands) plc and Western Power
Distribution (West Midlands) plc, as Issuers, and HSBC Corporate Trustee Company (UK) Limited as Note Trustee
(Exhibit 4.1 to PPL Corporation Form 8-K Report (File No.1-11459) dated May 17, 2011)

4(ss)-2 - Final Terms of WPD West Midlands £800,000,000 5.75 per cent Notes due 2032 (Exhibit 1.1 to PPL Corporation Form
8-K Report (File No. 1-11459) dated May 17, 2011)

4(ss)-3 - Final Terms of WPD East Midlands £600,000,000 5.25 per cent Notes due 2023 (Exhibit 1.2 to PPL Corporation Form 8-
K Report (file No. 1-11459) dated May 17, 2011)

- Final Terms of WPD East Midlands £100,000,000 Index Linked Notes due 2043 (Exhibit 1.1 to PPL Corporation Form 8-
K Report (File No. 1-11459) dated June 2,2011)

4(ss)-5 - Final Terms of WPD East Midlands £100,000,000 5.25% Notes due 2023 (Exhibit 1.1 to PPL Corporation Form 8-K
Report (File No. 1-11459) dated April 19, 2012)

4(tt) - Agency Agreement, dated April 27, 2011, by and among Western Power Distribution (East Midlands) plc and Western
Power Distribution (West Midlands) plc, as Issuers, and HSBC Corporate Trustee Company (UK) Limited and HSBC
Bank plc (Exhibit 4.2 to PPL Corporation Form 8-K Report (File No. 1-11459) dated May 17, 2011)

10(a) - Generation Supply Agreement, dated as of June 20, 2001, between PPL Electric Utilities Corporation and PPL
EnergyPlus, LLC (Exhibit 10.5 to PPL Energy Supply, LLC Form S-4 (Registration Statement No. 333-74794))

10(b)-I - Master Power Purchase and Sale Agreement, dated as of October 15, 2001, between NorthWestern Energy Division
(successor in interest to The Montana Power Company) and PPL Montana, LLC (Exhibit 10(g) to PPL Montana, LLC
Form 10-K Report (File No. 333-50350) for the year ended December 31, 2001)
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10(b)-2 - Confirmation Letter, dated July 5, 2006, between PPL Montana, LLC and NorthWestern Corporation (PPL Corporation
and PPL Energy Supply, LLC Form 8-K Reports (File Nos. 1-11459 and 333-74794) dated July 6, 2006)

- Guaranty, dated as of December 21, 2001, from PPL Energy Supply, LLC in favor of LMB Funding, Limited Partnership
(Exhibit 10(j) to PPL Energy Supply, LLC Form 10-K Report (File No. 333-74794) for the year ended December 31,
2001)

10(d)-i - Agreement for Lease, dated as of December 21, 2001, between LIvifi Funding, Limited Partnership and Lower Mt. Bethel
Energy, LLC (Exhibit 10(m) to PPL Energy Supply, LLC Form 10-K Report (File No. 333-74794) for the year ended
December 31, 2003)

l0(d)-2 - Amendment No. ito said Agreement for Lease, dated as of September 16, 2002, between LMB Funding, Limited
Partnership and Lower Mt. Bethel Energy, LLC (Exhibit 10(m)-i to PPL Energy Supply, LLC Form 10-K Report (File
No. 333-74794) for the year ended December 31, 2003)

10(e)-I - Lease Agreement, dated as of December 21, 2001, between Uvffi Funding, Limited Partnership and Lower Mt. Bethel
Energy, LLC (Exhibit 10(n) to PPL Energy Supply, LLC Form 10-K Report (File No. 333-74794) for the year ended
December 31, 2003)

1 0(e)-2 - Amendment No. I to said Lease Agreement, dated as of September 16, 2002, between LMB Funding, Limited
Partnership and Lower Mt. Bethel Energy, LLC (Exhibit 10(n)-ito PPL Energy Supply, LLC Form 10-K Report (File
No. 333-74794) for the year ended December 31, 2003)

10(1) - Facility Lease Agreement (BA 1/2) between PPL Montana, LLC and Montana 0L3, LLC (Exhibit 4.7a to PPL Montana,
LLC Form S-4 (Registration Statement No. 333-50350))

10(g) - Facility Lease Agreement (BA 3) between PPL Montana, LLC and Montana 0L4, LLC (Exhibit 4.$a to PPL Montana,
LLC Form S-4 (Registration Statement No. 333-50350))

10(h) - Services Agreement, dated as of July 1, 2000, among PPL Corporation, PPL Energy Funding Corporation and its direct
and indirect subsidiaries in various tiers, PPL Capital Funding, Inc., PPL Gas Utilities Corporation, PPL Services
Corporation and CEP Commerce, LLC (Exhibit 10.20 to PPL Energy Supply, LLC Form S-4 (Registration Statement No.
333-74794))

- Asset Purchase Agreement, dated as of June 1, 2004, by and between PPL Sundance Energy, LLC, as Seller, and Arizona
Public Service Company, as Purchaser (Exhibit 10(a) to PPL Corporation and PPL Energy Supply, LLC form 10-Q
Reports (File Nos. 1-11459 and 333-74794) for the quarter ended June 30, 2004)

10(i)-2 - Amendment No. 1. dated December 14, 2004, to said Asset Purchase Agreement (Exhibit 99.1 to PPL Corporation and
PPL Energy Supply, LLC Form 8-K Reports (File Nos. 1-11459 and 333-74794) dated December 15, 2004)

10(j)-I - Receivables Sale Agreement, dated as of August 1, 2004, between PPL Electric Utilities Corporation, as Originator, and
PPL Receivables Corporation, as Buyer (Exhibit 10(d) to PPL Electric Utilities Corporation form 10-Q Report (File No.
1-905) for the quarter ended June 30, 2004)

1O(j)-2 - Amendment No. 1, dated as of August 5, 2008, to said Receivables Sale Agreement, between PPL Electric Utilities
Corporation, as Originator, and PPL Receivables Corporation, as Buyer (Exhibit 10(b) to PPL Electric Utilities
Corporation Form 8-K Report (File No. 1-905) dated August 6, 2008)

10(j)-3 - Credit and Security Agreement, dated as of August 5, 2008, among PPL Receivables Corporation, PPL Electric Utilities
Corporation, Victory Receivables Corporation, the Liquidity Banks from time to time party thereto and The Bank of
Tokyo-Mitsubishi UFJ, Ltd., New York Branch (Exhibit 10(a) to PPL Electric Utilities Corporation Form 8-K Report
(File No. 1-905) dated August 6, 2008)
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1 0(j)-4 - Amendment No. I, dated as of July 28, 2009, to said Credit and Security Agreement (Exhibit 10(a) to PPL Electric
Utilities Corporation Form 10-Q Report (File No. 1-905) for the quarter ended September 30, 2009)

10(j)-5 - Amendment No. 2, dated as of July 27, 2010, to said Credit and Security Agreement (Exhibit 10(g) to PPL Electric
Utilities Corporation Form 10-Q Report (File No. 1-905) for the quarter ended June 30, 2010)

t0G)-6 - Amendment No. 3, dated as of December 23, 2010, to said Credit and Security Agreement (Exhibit 10(j)-6 to PPL
Corporation Form 10-K Report (file No. 1-11459) for the year ended December 31, 2010)

i0(j)-7 - Amendment No. 4, dated as of March 31, 2011, to said Credit and Security Agreement (Exhibit 10(c) to PPL Corporation
Form i0-Q Report (File No. 1-11459) for the quarter ended March 31, 2011)

10(j)-8 - Amendment No. 5, dated as of July 26, 2011, to said Credit and Security Agreement (Exhibit 10(c) to PPL Corporation
form J0-Q/A Report (File No. 1-11459) for the quarter ended June 30, 2011)

10(j)-9 - Amendment No. 6, dated as of July 24, 2012, to said Credit and Security Agreement (Exhibit 10(a) to PPL Electric
Utilities Corporation Form l0-Q Report (File No. 1-905) for the quarter ended September 30, 2012)

10(j)-b - Amendment No. 7, dated as of September 24, 2012, to said Credit and Security Agreement (Exhibit 10(b) to PPL Electric
Utilities Corporation Form 10-Q Report (File No. 1-905) for the quarter ended September 30, 2012)

10(k)-i - Reimbursement Agreement, dated as of March 31, 2005, among PPL Energy Supply, LLC, The Bank of Nova Scotia, as
Issuer arid Administrative Agent, and the Lenders party thereto from time to time (Exhibit 10(a) to PPL Energy Supply,
LLC Form 10-Q Report (file No. 333-74794) for the quarter ended March 31, 2005)

b0(k)-2 - First Amendment, dated as of June 16, 2005, to said Reimbursement Agreement (Exhibit 10(b) to PPL Energy Supply,
LLC Form l0-Q Report (file No. 333-74794) for the quarter ended June 30, 2005)

I 0(k)-3 - Second Amendment, dated as of September 1, 2005, to said Reimbursement Agreement (Exhibit 10(a) to PPL Energy
Supply, LLC form i0-Q Report (file No. 333-74794) for the quarter ended September 30, 2005)

10(k)-4 - Third Amendment, dated as of March 30, 2006, to said Reimbursement Agreement (Exhibit 10(a) to PPL Energy Supply,
LLC Form 8-K Report (File No. 333-74794) dated April 5, 2006)

I 0(k)-5 - Fourth Amendment, dated as of April 12, 2006, to said Reimbursement Agreement (Exhibit 10(b) to PPL Energy Supply,
LLC Form l0-Q Report (File No. 333-74794) for the quarter ended September 30, 2006)

(k)-6 - Fifth Amendment, dated as of November 1, 2006, to said Reimbursement Agreement (Exhibit I 0(q)-6 to PPL Energy
Supply, LLC form 10-K Report (File No. 333-74794) for the year ended December 31, 2006)

b0(k)-7 - Sixth Amendment, dated as of March 29, 2007, to said Reimbursement Agreement (Exhibit 10(q)-7 to PPL Energy
Supply, LLC Form 10-K Report (file No. 333-74794) for the year ended December 31, 2007)

10(k)-s - Seventh Amendment, dated as of March 1, 2008, to said Reimbursement Agreement (Exhibit 10(a) to PPL Energy
Supply, LLC Form l0-Q Report (File No. 333-74794) for the quarter ended March 31, 2008)
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10(k)-9 - Eighth Amendment, dated as of March 30, 2009, to said Reimbursement Agreement (Exhibit 10(a) to PPL Energy
Supply, LLC form 10-Q Report (File No. 1-32944) for the quarter ended March 31, 2009)

10(k)-i 0 - Ninth Amendment, dated as of March 31, 2010, to said Reimbursement Agreement (Exhibit 99.1 to PPL Energy Supply,
LLC Form 8-K Report (File No. 1-32944) dated April 6, 2010)

i0(k)-il - Tenth Amendment, dated as of February 22, 2012, to said Reimbursement Agreement (Exhibit 10(k)-il to PPL Energy
Supply, LLC Form 10-K Report (File No. 1-32944) for the year ended December 31, 2011)

* 10(k)-i 2 - Eleventh Amendment, dated as of February 28, 2013, to said Reimbursement Agreement

10(1) - Purchase and Sale Agreement, dated as of April 28, 2010, by and between E.ON US Investments Corp., PPL Corporation
and E.ON AG (Exhibit No. 99.1 to PPL Corporation form 8-K Report (File No. 1-11459) dated April 30, 2010)

10(m) - $500 million Facility Agreement, dated as of May 14, 2010, among PPL Energy Supply, LLC, as Borrower, and Morgan
Stanley Bank, as Issuer (Exhibit 10(b) to PPL Energy Supply, LLC Form 10-Q Report (File No. 1-32944) for the quarter
ended June 30, 2010)

10(n) - Purchase and Sale Agreement, dated as of September 9, 2010, by and between PPL Hoitwood, LLC and LSP Safe Harbor
Holdings, LLC (Exhibit 10.1 to PPL Corporation Form 8-K Report (File No. 1-11459) dated September 13, 2010)

10(o) - Purchase and Sale Agreement, dated as of September 9, 2010, by and between PPL Generation, LLC and Harbor Gen
Holdings, LLC (Exhibit 10.2 to PPL Corporation form 8-K Report (File No. 1-11459) dated September 13, 2010)

10(p) - Open-End Mortgage, Security Agreement and Fixture Filing from PPL Montour, LLC to Wilmington Trust FSB, as
Collateral Agent, dated as of October 26, 2010 (Exhibit 10(w) to PPL Corporation Form 10-K Report (File No. 1-11459)
for the year ended December 31, 2010)

10(q) - Open-End Mortgage, Security Agreement and Fixture Filing from PPL Brunner Island, LLC to Wilmington Trust FSB, as
Collateral Agent, dated as of October 26, 2010 (Exhibit 10(x) to PPL Corporation Form 10-K Report (File No. 1-11459)
for the year ended December 31, 2010)

10(r) - Guaranty of PPL Montour, LLC and PPL Brunner Island, LLC, dated as of November 3, 2010, in favor of Wilmington
Trust FSB, as Collateral Agent, for itself as Beneficiary and for the Secured Counterparties described therein (Exhibit 10
(y) to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2010)

- £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. 1-11459) dated April 8, 2011)

10(t) - £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(u) - Amendment and Restatement Agreement, dated as of August 16, 2012, regarding $198,309,583.05 Amended and
Restated Letter of Credit Agreement, dated as of August 16, 2012, among Kentucky Utilities Company, the Lenders from
time to time party hereto, and Banco Bilbao Vizcaya Argentaria, S.A., New York Branch, as Administrative Agent
(Exhibit 10(c) to Kentucky Utilities Company form 10-Q Report (File No. 1-3464) for the quarter ended September 30,
2012)
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10(v) - £245,000,000 Revolving Credit Facility Agreement, dated January 12, 2012, among Western Power Distribution (South
West) plc, the lenders party thereto and Lloyds TSB Bank Plc and Mizuho Corporate Bank, Ltd. as Joint Coordinators
(Exhibit 10.1 to PPL Corporation Form 8-K Report (Flie No. 1-11459) dated January 18, 2012)

C(w)-1 - Confjnnat ion of Forward Sale Transaction, dated April 9, 2012, between PPL Corporation and Morgan Stanley & Co.
LLC (Exhibit 10.1 to PPL Corporation Form 8-K Report (File No. 1-11459) dated April 13, 2012)

I 0(w)-2 - Confirmation of Forward Sale Transaction, dated April 20, 2012, between PPL Corporation and Morgan Stanley & Co.
LLC (Exhibit 10.1 to PPL Corporation Form 8-K Report (File No. 1-11459) dated April 26, 2012)

10(x)-I - Confirmation of Forward Sale Transaction, dated April 9, 2012, between PPL Corporation and Merrill Lynch
International (Exhibit 10.2 to PPL Corporation Form 8-K Report (File No. 1-11459) dated April 13, 2012)

I 0(x)-2 - Confirmation of Forward Sale Transaction, dated April 20, 2012, between PPL Corporation and Merrill Lynch
International (Exhibit 10.2 to PPL Corporation Form 8-K Report (File No. 1-11459) dated April 26, 2012)

10(y) - Commitment Increase Agreement, dated as of April 20, 2012, entered into by and among PPL Electric Utilities
Corporation, the Lenders who are increasing their Commitments, the JLA Issuing Banks, who are consenting to the
increase in Fronting Sublimit, and Wells Fargo Bank, National Association, as Administrative Agent, Swingline Lender
and Issuing Lender (Exhibit 10(f) to PPL Corporation Form l0-Q Report (File No. 1-11459) for the quarter ended March
31, 2012)

10(z)-i - Unconnnitted Line of Credit Letter Agreement, dated as of July 1, 2012, between PPL Energy Supply, LLC, the
Borrower, and Banco Bilbao Vizcaya Argentaria, S.A., the Bank (Exhibit 10(b) to PPL Energy Supply, LLC Form lO-Q
Report (file No. 1-32944) for the quarter ended June 30, 2012)

l0(z)-2 - Reimbursement Agreement, dated as of July 1, 2012, between PPL Energy Supply, LLC and Banco Bilbao Vizcaya
Argentaria, S.A. (Exhibit 10(c) to PPL Energy Supply, LLC Form i0-Q Report (File No. 1-32944) for the quarter ended
June 30, 2012)

10(aa) - Letter of Credit Issuance and Reimbursement Agreement, dated as of July 27, 2012, between PPL Energy Supply, LLC
and Canadian Imperial Bank of Commerce, New York Agency (Exhibit 10(e) to PPL Energy Supply, LLC Form 10-Q
Report (file No. 1-32944) for the quarter ended June 30, 2012)

* I 0(t,t) - $300,000,000 Amended and Restated Revolving Credit Agreement, dated as of November 6, 2012, among PPL Electric. Utilities Corporation, the Lenders party thereto and Wells Fargo Bank, National Association, as Administrative Agent,
Issuing Lender and Swingline Lender

*lofcc)
- $3,000,000,000 Amended and Restated Revolving Credit Agreement, dated as of November 6, 2012, among PPL Energy

Supply, LLC, the Lenders party thereto and Wells Fargo Bank, National Association, as Administrative Agent, Issuing
Lender and Swingline Lender

*lOtcld)
- $400,000,000 Amended and Restated Revolving Credit Agreement, dated as of November 6,2012, among Kentucky

Utilities Company, the Lenders party thereto and Wells Fargo Bank, National Association, as Administrative Agent,
Swingline Lender and Issuing Lender

*i0(ee)
- $500,000,000 Amended and Restated Revolving Credit Agreement, dated as of November 6,2012, among Louisville Gas

and Electric Company, the Lenders party thereto and Wells Fargo Bank, National Association, as Administrative Agent,
Swingline Lender and Issuing Lender
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‘10(fl) - £210,000,000 Multicurrency Revolving Facility Agreement, dated December 21, 2012, among PPL WW Holdings Ltd.,
as the Company, Lloyds TSB Bank plc and Mizuho Corporate Bank, Ltd., as Joint Coordinators and Bookrunners,
Barclays Bank PLC, Coiwnonwealth Bank of Australia, HSBC Bank plc, Lloyds TSB Bank plc, Mizuho Corporate Bank,
Ltd., The Bank of Tokyo-Mitsubishi UFJ, Ltd. and The Royal Bank of Scotland plc, as Mandated Lead Arrangers and
Mizuho Corporate Bank, Ltd., as facility Agent

[JI 0(gg)-1 - Amended and Restated Directors Deferred Compensation Plan, dated June 12, 2000 (Exhibit 10(h) to PPL Corporation
Form 10-K Report (File No. 1-11459) for the year ended December 31, 2000)

[J10(gg)-2 - Amendment No. ito said Directors Deferred Compensation Plan, dated December 18, 2002 (Exhibit 10(m)-i to PPL
Corporation Form 10-K Report (File No. i-i 1459) for the year ended December 31, 2002)

Ui 0(gg)-3 - Amendment No. 2 to said Directors Deferred Compensation Plan, dated December 4, 2003 (Exhibit 1 0(q)-2 to PPL
Corporation Form 10-K Report (File No. 1-i 1459) for the year ended December 31, 2003)

[J10(gg)-4 - Amendment No. 3 to said Directors Deferred Compensation Plan, dated as of January 1, 2005 (Exhibit l0(cc)-4 to PPL
Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2005)

[J10(gg)-5 - Amendment No. 4 to said Directors Deferred Compensation Plan, dated as of May 1, 2008 (Exhibit 10(x)-S to PPL
Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2008)

Ui 0(gg)-6 - Amendment No. 5 to said Directors Deferred Compensation Plan, dated May 28, 2010 (Exhibit 10(a) to PPL Corporation
Form 10-Q Report (File No. 1-11459) for the quarter ended June 30, 2010)

* [] I 0(hh)- 1 - PPL Corporation Directors Deferred Compensation Plan Trust Agreement, dated as of April 1, 2001, between PPL
Corporation and Wachovia Bank, N.A. (as successor to First Union National Bank), as Trustee

* [Ji 0(hh)-2 - PPL Officers Deferred Compensation Plan, PPL Supplemental Executive Retirement Plan and PPL Supplemental
Compensation Pension Plan Trust Agreement, dated as of April 1, 2001, between PPL Corporation and Wachovia Bank,
N.A. (as successor to First Union National Bank), as Trustee

[Jl 0(hh)-3 - PPL Revocable Employee Nonqualified Plans Trust Agreement, dated as of March 20, 2007, between PPL Corporation
and Wachovia Bank, N.A., as Trustee (Exhibit 10(c) to PPL Corporation Form 10-Q Report (File No. 1-1149) for the
quarter ended March 31, 2007)

11 0(hh)-4 - PPL Employee Change in Control Agreements Trust Agreement, dated as of March 20, 2007, between PPL Corporation
and Wachovia Bank, N.A., as Trustee (Exhibit 10(d) to PPL Corporation form 10-Q Report (File No. 1-11459) for the
quarter ended March 31, 2007)

[J10(hh)-5 - PPL Revocable Director Nonqualified Plans Trust Agreement, dated as of March 20, 2007, between PPL Corporation and
Wachovia Bank, N.A., as Trustee (Exhibit 10(e) to PPL Corporation Form l0-Q Report (File No. 1-11459) for the quarter
ended March 31, 2007)

UI 0(u)-I - Amended and Restated Officers Deferred Compensation Plan, dated December 8, 2003 (Exhibit 10(r) to PPL Corporation
Form 10-K Report (File No. 1-11459) for the year ended December 31, 2003)

[JlO(ii)-2 - Amendment No. ito said Officers Deferred Compensation Plan, dated as of January 1,2005 (Exhibit 10(ee)-1 to PPL
Corporation Form 10-K Report (File No. 1-1 1459) for the year ended December 31, 2005)
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U10(ii)-3 - Amendment No. 2 to said Officers Deferred Compensation Plan, dated as of January 22, 2007 (Exhibit 10(bb)-3 to PPL
Corporation Form 10-K Report (Flie No. 1-11459) for the year ended December 31, 2006)

U 1 0(ii)-4 - Amendment No. 3 to said Officers Deferred Compensation Plan, dated as of June 1, 2008 (Exhibit 10(z)4 to PPL
(_N) Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 200$)

J10(ii)-5 - Amendment No. 4 to said Officers Deferred Compensation Plan, dated as of Februaiy 15, 2012 (Exhibit 10(ff)-5 to PPL
Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2011)

Uloai)-1 - Amended and Restated Supplemental Executive Retirement Plan, dated December 8, 2003 (Exhibit 10(s) to PPL
Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2003)

UlOai)-2 - Amendment No. ito said Supplemental Executive Retirement Plan, dated December 16, 2004 (Exhibit 99.1 to PPL
Corporation form 8-K Report (File No. 1-11459) dated December 17, 2004)

U10(ii)-3 - Amendment No. 2 to said Supplemental Executive Retirement Plan, dated as of January 1, 2005 (Exhibit 10(ff)-3 to PPL
Corporation Form 10-K Report (File 1-11459) for the year ended December 31, 2005)

U10(jj)-4 - Amendment No. 3 to said Supplemental Executive Retirement Plan, dated as of Januaiy 22, 2007 (Exhibit 10(cc)-4 to
PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2006)

U10(ii)-5 - Amendment No. 4 to said Supplemental Executive Retirement Plan, dated as of December 9, 200$ (Exhibit 10(aa)-5 to
PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 200$)

U1OGi)-6 - Amendment No. 5 to said Supplemental Executive Retirement Plan, dated as of February 15, 2012 (Exhibit 10(gg)-6 to
PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2011)

u 1 0(kk)-1 - Amended and Restated Incentive Compensation Plan, effective January 1, 2003 (Exhibit 10(p) to PPL Corporation Form
10-K Report (File No. 1-11459) for the year ended December 31, 2002)

U10(kk)-2 - Amendment No. ito said Incentive Compensation Plan, dated as of January 1, 2005 (Exhibit 10(gg)-2 to PPL
Corporation Form 10-K Report (File 1-11459) for the year ended December 31, 2005)

U10(kk)-3 - Amendment No. 2 to said Incentive Compensation Plan, dated as of January 26, 2007 (Exhibit 10(dd)-3 to PPL
Corporation Fonu 10-K Report (File No. 1-11459) for the year ended December 31, 2006)

C10(kk)-4 - Amendment No. 3 to said Incentive Compensation Plan, dated as of March 21, 2007 (Exhibit 10(f) to PPL Corporation
Form 10-Q Report (File No. 1-11459) for the quarter ended March 31, 2007)

U10(kk)-5 - Amendment No. 4 to said Incentive Compensation Plan, effective December 1, 2007 (Exhibit 10(a) to PPL Corporation
Form 10-Q Report (File No. 1-11459) for the quarter ended September 30, 200$)

L10(kk)-6 - Amendment No. 5 to said Incentive Compensation Plan, dated as of December 16, 200$ (Exhibit 10(bb)-6 to PPL
Corporation Form 10-K Report (file 1-11459) for the year ended December 31, 2008)

1 0(kk)-7 - Form of Stock Option Agreement for stock option awards under the Incentive Compensation Plan (Exhibit 10(a) to PPL
Corporation Form 8-K Report (file No. 1-11459) dated February 1, 2006)

UI 0(kk)-8 - Form of Restricted Stock Unit Agreement for restricted stock unit awards under the Incentive Compensation Plan
(Exhibit 10(b) to PPL Corporation Form 8-K Report (File No. 1-11459) dated February 1, 2006)
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U 1 0(kk)-9 - Form of Performance Unit Agreement for performance unit awards under the Incentive Compensation Plan (Exhibit 10
(ss) to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2007)

10(11)-I - Amended and Restated Incentive Compensation Plan for Key Employees, effective January 1, 2003 (Schedule B to Proxy
Statement of PPL Corporation, dated March 17, 2003)

U 1 0(ll)-2 - Amendment No. Ito said Incentive Compensation Plan for Key Employees, dated as of January 1, 2005 (Exhibit (hh)-I
to PPL Corporation Form 10-K Report (File 1-11459) for the year ended December 31, 2005)

UI 0(ll)-3 - Amendment No. 2 to said Incentive Compensation Plan for Key Employees, dated as of January 26, 2007 (Exhibit 1 0(ee)-
3 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2006)

U10(ll)-4 - Amendment No. 3 to said Incentive Compensation Plan for Key Employees, dated as of March 21, 2007 (Exhibit 10(q) to
PPL Corporation Form 10-Q Report (File No. 1-11459) for the quarter ended March 31, 2007)

U 10(11)-S - Amendment No. 4 to said Incentive Compensation Plan for Key Employees, dated as of December 15, 2008 (Exhibit 10
(cc)-5 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2008)

U10(ll)-6 - Amendment No. 5 to said Incentive Compensation Plan for Key Employees, dated as of March 24, 2011 (Exhibit 10(a) to
PPL Corporation Form 10-Q Report (File No. 1-11459) for the quarter ended March 31, 2011)

UI 0(mm) - Short-term Incentive Plan (Schedule A to Proxy Statement of PPL Corporation, dated April 6, 2011)

UI 0(nn) - Agreement, dated January 15, 2003, between PPL Corporation and Mr. Miller regarding Supplemental Pension Benefits
(Exhibit 10(u) to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2002)

U 10(00) - Employment letter, dated May 31, 2006, between PPL Services Corporation and William H. Spence (Exhibit 1OQDp) to
PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2006)

Ul O(pp) - Form of Retention Agreement entered into between PPL Corporation and Messrs. DeCampli, Dudkin, Farr and Gabbard
(Exhibit 10(h) to PPL Corporation Form 10-Q Report (File No. 1-11459) for the quarter ended March 31, 2007)

UI 0(qoj-I - Form of Severance Agreement entered into between PPL Corporation and the Named Executive Officers (Exhibit 10(i) to
PPL Corporation Form 10-Q Report (File No. 1-11459) for the quarter ended March 31, 2007) I

( N110(qq)-2 - Amendment to said Severance Agreement (Exhibit 10(a) to PPL Corporation Form 10-Q Report (File No. 1-11459) for
1 the quarter ended June 30, 2009)

U10(rr) - Amended and Restated Employment and Severance Agreement, dated as of October 29, 2010, between E.ON U.S. LLC
and Victor A. Staffieri (Exhibit 10(ss) to PPL Corporation Form 10-K Report (File No. 1-1 1459) for the year ended
December 31, 2010)

U10(ss)-l - Form of Change in Control Severance Protection Agreement as adopted March 5, 2012 (Exhibit 10(b) to PPL Corporation
form 10-Q Report (File No. 1-11459) for the quarter ended March 31, 2012)
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1 0(ss)-2 - Form of Change in Control Severance Protection Agreement entered into between PPL Corporation and Messrs. Dudkin
and Staffieri (Exhibit 10(c) to PPL Corporation Form 10-Q Report (File No. 1-11459) for the quarter ended March 31,
2012)

10(tt)-1 - PPL Corporation 2012 Stock Incentive Plan (Annex A to Proxy Statement of PPL Corporation, dated April 3,2012)

U 1 0(tt)-2 - Form of Performance Unit Agreement for performance unit awards under the Stock Incentive Plan

* [JI 0(tt)-3 - Form of Performance Contingent Restricted Stock Unit Agreement for restricted stock unit awards under the Stock
Incentive Plan

0(tt)-4 - Form of Nonqualified Stock Option Agreement for stock option awards under the Stock Incentive Plan

1 0(uu) - PPL Corporation Executive Severance Plan, effective as of July 26, 2012 (Exhibit 10(d) to PPL Corporation Form 10-Q
Report (File No. 1-11459) for the quarter ended June 30, 2012)

* 12(a) - PPL Corporation and Subsidiaries Computation of Ratio of Earnings to Combined Fixed Charges and Preferred Stock
Dividends

* 12(b) - PPL Energy Supply, LLC and Subsidiaries Computation of Ratio of Earnings to Fixed Charges

* 12(c) - PPL Electric Utilities Corporation and Subsidiaries Computation of Ratio of Earnings to Combined Fixed Charges and
Preferred Stock Dividends

* 12(d) - LG&E and KU Energy LLC and Subsidiaries Computation of Ratio of Earnings to Fixed Charges

* 12(e) - Louisville Gas and Electric Company Computation of Ratio of Earnings to Fixed Charges

* 12(f) - Kentucky Utilities Company Computation of Ratio of Earnings to Fixed Charges

*21
- Subsidiaries of PPL Corporation

*23(a)
- Consent of Ernst & Young LLP - PPL Corporation

*23(b)
- Consent of Ernst & Young LLP - PPL Energy Supply, LLC

‘3(c) - Consent of Ernst & Young LLP - PPL Electric Utilities Corporation

J(d) - Consent of PricewaterhouseCoopers LLP - PPL Corporation

*23(e)
- Consent of Ernst & Young LLP - LG&E and KU Energy LLC

*23(1)
- Consent of Ernst & Young LLP - Louisville Gas and Electric Company

23(g) - Consent of Ernst & Young LLP - Kentucky Utilities Company

*23(h)
- Consent of PricewaterhouseCoopers LLP - LG&E and KU Energy LLC

*23(i)
- Consent of PricewaterliouseCoopers LLP - Louisville Gas and Electric Company

*23(j)
- Consent of PricewaterhouseCoopers LLP - Kentucky Utilities Company

*24
- Power of Attorney

430



*31(a)
- Certificate of PPL’s principal executive officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

*31(b)
- Certificate of PPL’s principal fmancial officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

1(c) - Certificate of PPL Energy Supply’s principal executive officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

*31(d)
- Certificate of PPL Energy Supply’s principal financial officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

*31(e)
- Certificate of PPL Electric’s principal executive officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

*31(f)
- Certificate of PPL Electric’s principal financial officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

*31(g)
- Certificate of LKE’s principal executive officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

*31(h)
- Certificate of IKE’s principal financial officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

31(i) - Certificate of LG&E’s principal executive officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

3 1(j) - Certificate of LG&E’s principal financial officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

*31(k)
- Certificate of KU’s principal executive officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

*31(1)
- Certificate of KU’s principal financial officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

*32(a)
- Certificate of PPL’s principal executive officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

*32(h)
- Certificate of PPL Energy Supply’s principal executive officer and principal financial officer pursuant to Section 906 of

the Sarbanes-Oxley Act of 2002

*32(c)
- Certificate of PPL Electric’s principal executive officer and principal financial officer pursuant to Section 906 of the

Sarbanes-Oxley Act of 2002

*32(u)
- Certificate of LKE’s principal executive officer and principal fmancial officer pursuant to Section 906 of the Sarbanes

Oxley Act of 2002

32(e) - Certificate of LG&E’s principal executive officer and principal financial officer pursuant to Section 906 of the Sarbanes
Oxley Act of 2002

*32(f)
- Certificate of KU’s principal executive officer and principal fmancial officer pursuant to Section 906 of the Sarbanes

Oxley Act of 2002

101 .INS - XBRL Instance Document for PPL Corporation, PPL Energy Supply, LLC, PPL Electric Utilities Corporation, LG&E
and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities Company
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101 .SCH - XBRL Taxonomy Extension Schema for PPL Corporation. PPL Corporation, PPL Energy Supply, LLC, PPL Electric
Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities
Company

iOl .CAL - XBRL Taxonomy Extension Calculation Linkbase for PPL Corporation, PPL Corporation, PPL Energy Supply, LLC,
PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky
Utilities Company

101 .DEF - XBRL Taxonomy Extension Defmition Linkbase for PPL Corporation, PPL Corporation, PPL Energy Supply, LLC, PPL
Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities
Company

101 .LAB - XBRL Taxonomy Extension Label Linkbase for PPL Corporation, PPL Corporation, PPL Energy Supply, LLC, PPL
Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities
Company

101 .PRE - XBRI Taxonomy Extension Presentation Linkbase for PPL Corporation, PPL Corporation, PPL Energy Supply, LLC,
PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky
Utilities Company
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Exhibit 4(b)-b

2000; and

Name

AMENITh’WNT NO.9
TO

PPL EMPLOYEE STOCK OERSHW PLAN

WHEREAS, PPL Services Corporation (‘PPL”) has adopted the PPL Employee Stock Ownership Plan (“Plan”) effective January 1,

WHEREAS, the Plan was amended and restated effective January 1, 2002, and subsequently amended by Amendment No. 1, 2,

Effective Date

1. PPL Services Corporation
2. PPL Electric Utilities Corporation
3. PPL EnergyPlus, LLC
4. PPL Generation, LLC
5. PPL Brunner Island, LLC
6. PPL Hoitwood, LLC
7. PPL Martins Creek, LLC
8. PPL Montour, LLC
9. PPL Susquehanna, LLC
10. PPLSolutions, LLC
11. PPL Telcom, LLC

Lower Mount Bethel Energy, LLC
PPL Edgewood Energy, LLC
PPL Maine, LLC
PPL Wallingford Energy, LLC
PPL Development Company, LLC
PPL Global, LLC
PPL Energy Services Group, LLC
PPL Interstate Energy Company
PPL Strategic Development, LLC
PPL EnergyPlus Retail, LLC
PPL Energy Supply, LLC

July 1, 2000
January 1, 1975
July 14, 1998
July 1, 2000
July 1, 2000
July 1, 2000
July 1,2000
July 1, 2000
July 1,2000
January 1,2002
February 5, 2001
September 30, 2002
April 1, 2003
April 1, 2003
April 1, 2003
January 1,2006
January 1,2006
September 25, 2006
January 1,2008
January 1,2012
June 23, 2011
September 17, 2012

II. Except as provided in this Amendment No. 9, all other provisions of the Plan shall remain in full force and effect.

IN WITNESS WHEREOF, this Amendment No. 9 is executed this day of , 2012.

PPL SERVICES CORPORATION

By:

3, 4, 5, 6, 7 and 8; and

NOW. THEREFORE, the Plan is hereby amended as follows:

1. Effective September 17, 2012, Appendix A is amended to read as follows:

Appendix A

Participating Company

r.14.
15.
16.
17.
18.
19.
20.
21.
22.

Mark F. Wilten
Vice President-Finance & Treasurer



Exhibit l0(k)-12

EXECUTION VERSION

ELEVENTH AMENDMENT TO REIMBURSEMENT AGREEMENT

THIS ELEVENTH AMENDMENT TO REUvifiURSEMENT AGREEMENT, dated as of February 2$, 2013 (this” Amendment “), to
the Existing Reimbussement Agreement (as defmed below) is made by PPL ENERGY SUPPLY, LLC, a Delaware limited liability company (the
“Account Party “), and certain of the Lenders (such capitalized term and other capitalized terms used in this preamble and the recitals below to
have the meanings set forth in, or are defmed by reference in, Article I below).

WITNESSETH:

WI-IEREAS, the Account Party, the Lenders and The Bank of Nova Scotia, as the Issuer and as Administrative Agent, are all parties to
the Reimbursement Agreement, dated as of March 31, 2005 (as amended or otherwise modified prior to the date hereof, the” Existing
Reimbursement Agreement “, and as amended by this Amendment and as the same may be further amended, supplemented, amended and restated
or otherwise modified from time to time, the “ Reimbursement Agreement “); and

WHEREAS, the Account Party has requested that the Lenders amend certain provisions of the Existing Reimbursement Agreement and
the Lenders are willing to modify the Existing Reimbursement Agreement on the terms and subject to the conditions hereinafter set forth;

NOW, THEREFORE, the parties hereto hereby covenant and agree as follows:

ARTICLE I
DEFINITIONS

SECTION 1.1. Certain Definitions. The following terms when used in this Amendment shall have the following meanings (such
meanings to be equally applicable to the singular and plural forms thereof):

“Account Party “ is defined in the preamble.

Amendment” is defmed in the preamble.

“Existing Reimbursement Agreement” is defmed in the first recital.

“Reimbursement Agreement” is defmed in the first recital.

SECTION 1.2. Other Defmitions. Terms for which meanings are provided in the Existing Reimbursement Agreement are,
unless otherwise defmed herein or the context otherwise requires, used in this Amendment with such meanings.



ARTICLE II
AMENDMENTS TO THE EXISTING REUvifiURSEMENT AGREEMENT

(N Effective as of the date hereof, but subject to the satisfaction of the conditions in Article III ,the provisions referred to below of the
isting Reimbursement Agreement are hereby amended in accordance with this Article II.

SECTION 2.1. Amendment to Section 1.1. Section 1.1 of the Existing Reimbursement Agreement is hereby amended by
amending and restating the definitions of “Applicable Commitment Fee Margin,” “Applicable Letter of Credit Margin,” “Incorporated
Agreement,” “Letter of Credit Commitment Amount” and “Stated Maturity Date” in theft entirety as follows:

“Applicable Commitment Fee Margin” means:

(a) from time to time prior to April 1, 2013, the following percentages per annum, based upon the Debt Rating as
set forth below:

Pricing Level Debt Rating Applicable Commitment
fee Margin

1 ? A- from S&PI A3 from Moody’s 0.125%

2 BBB+ from S&P/Baal from Moody’s 0.175%

3 BBB from S&Pf Baa2 from Moody’s 0.20%

4 BBB- from S&P/Baa3 from Moody’s 0.25%

5 <BBB- from S&PI Baa3 from Moody’s 0.35%; and

(b) from time to time on or after April 1, 2013, 0.125% per annum.

“Applicable Letter of Credit Margin “from time to time, the following percentages per annum, based upon the Debt
Rating as set forth below:

(a) from time to time prior to April 1, 2013, the following percentages per annum, based upon the Debt Rating as
set forth below:

Pricing Level Debt Rating Applicable Letter of
Credit Margin

1 ? A- from S&P/ A3 from Moody’s 1.10%

2 BBB+ from S&P/Baal from Moody’s 1.35%

3 BBB from S&P/ Baa2 from Moody’s 1.60%

4 BBB- from S&P/Baa3 from Moody’s 1.725%

5 <BBB- from S&P/Baa3 from Moody’s 1.975%; and

(b) from time to time on or after April 1, 2013, 0.85% per annum.

“Incorporated Agreement “means the $3,000,000,000 Amended and Restated Revolving Credit Agreement, dated as
of November 6, 2012, among the Account Party, the tenders from time to time party thereto, Wells Fargo Bank, National
Association, as administrative agent, issuing lender and swingline lender, certain financial institutions, as syndication agents,
certain financial institutions, as lead arrangers. and certain financial institutions, as documentation agents, as in effect on the
date hereof and without giving effect to any subsequent modification, supplement, amendment or waiver by the lenders under,
or by other parties to, the Incorporated Agreement, unless the Required Lenders agree in writing that such modification,
supplement, amendment or waiver shall apply to such provisions or schedules as incorporated herein.

“Letter of Credit Commitment Amount “means (i) on any date prior to April 1,2013, a maximum amount of
$200,000,000, and (ii) on April 1,2013 and on any date thereafter, a maximum amount of $150,000,000.

Stated Maturity Date” means March 31, 2014.

SECTION 2.1. Amendment to Section 2.1 The definition of “Additional Account Parties” in Section 2.1 of the Existing



Reimbursement Agreement is hereby amended (a) by removing the references therein to “PPL Gas Utilities Corporation,” “PPL
Wallingford Energy, LLC,” “PPL Sundance Energy, LLC,” “Tyrone Synfuels, L.P.” and “Avon Lake Synfliels” and (b) by adding references
thereto to “PPL Solutions, LLC,” “PPL Renewable Energy, LLC” and “Lady Jane Collieries, Inc.”

SECTION 2.2. Amendment to Section 2.5. Section 2.5 of the Existing Reimbursement Agreement is hereby amended by amending
restating it in its entirety as follows:

“SECTION 2.5. Cash Collateral. If for any reason at any time the aggregate amount of all Letter of Credit Outstandings exceeds the
Letter of Credit Commitment Amount then in effect, the Issuer shall immediately Cash Collateralize the Letter of Credit Outstandings
in an aggregate amount equal to such excess.”



ARTICLE III
CONDITIONS TO EFFECTIVENESS

- This Amendment and the amendments contained herein shall become effective as of the date hereof when each of the conditions set forth
in this Article III shall have been fulfilled to the satisfaction of the Administrative Agent.

SECTION 3.1. Counterparts. The Administrative Agent shall have received counterparts hereof executed on behalf of the
Account Party and the each of the Lenders.

SECTION 3.2. Costs and Expenses. etc. The Administrative Agent shall have received for the account of each Lender, all fees,
costs and expenses due and payable pursuant to Section 10.3 of the Reimbursement Agreement, if then invoiced.

SECTION 3.3. Resolutions. etc. The Administrative Agent shall have received from the Account Party (i) a copy of a good standing
certificate, dated a date reasonably close to the date hereof and (ii) a certificate, dated as of the date hereof, duly executed and delivered by any
vice president, the controller, the treasurer, the assistant treasurer, secretary or assistant secretary of the Account Party as to

(a) resolutions of the Account Party’s Board of Managers then in full force and effect authorizing the execution,
delivery and performance of this Amendment and the transactions contemplated hereby;

(b) the incumbency and signatures of those of its officers authorized to act with respect to this Amendment; and

(c) the full force and validity of each Organic Document of the Account Party and copies thereof;

upon which certificates the Administrative Agent and all Lenders may conclusively rely until it shall have received a further certificate of any
such officer of the Account Party canceling or amending such prior certificate.

SECTION 3.4. Opinion of Counsel. The Administrative Agent shall have received an opinion, dated the date hereof and addressed
to the Administrative Agent and all Lenders, from counsel to the Account Party, in form and substance satisfactory to the Administrative Agent.

SECTION 3.5. Satisfactory Legal Form. The Administrative Agent and its counsel shall have received all information, and such
counterpart originals or such certified or other copies of such materials, as the Administrative Agent or its counsel may reasonably request, and all
1-gal matters incident to the effectiveness of this Amendment shall be satisfactory to the Administrative Agent and its counsel. All documents

)cuted or submitted pursuant hereto or in coimection herewith shall be reasonably satisfactory in form and substance to the Administrative
igent and its counsel.



ARTICLE IV
MISCELLANEOUS

SECTION 4.1. Cross-References. References in this Amendment to any Article or Section are, unless otherwise specified, to
such Article or Section of this Amendment.

SECTION 4.2. Loan Document Pursuant to Existing Reimbursement Agreement. This Amendment is a Loan Document
executed pursuant to the Existing Reimbursement Agreement and shall (unless otherwise expressly indicated therein) be construed,
administered and applied in accordance with all of the terms and provisions of the Existing Reimbursement Agreement, as amended hereby,
including Article X thereof.

SECTION 4.3. Successors and Assigns. This Amendment shall be binding upon and inure to the benefit of the parties hereto
and theft respective successors and assigns.

SECTION 4.4. Counterparts. This Amendment may be executed by the parties hereto in several counterparts, each of which
when executed and delivered shall be an original and all of which shall coostitute together but one and the same agreement. Delivery of an
executed counterpart of a signature page to this Amendment by facsimile shall be effective as delivery of a manually executed counterpart of
this Amendment.

SECTION 4.5. Governing Law. TIES AMENDMENT WILL BE DEEMED TO BE A CONTRACT MADE UNDER AND
GOVERNED BY TF{E INTERNAl LAWS OF TI{E STATE OF NEW YORK (INCLUDING FOR SUCH PURPOSE SECTIONS 5-1401
AND 5-1402 OF THE GENERAl OBLIGATIONS LAW OF THE STATE OF NEW YORK).

SECTION 4.6. Full Force and Effect: Limited Amendment. Except as expressly amended hereby, all of the representations,
warranties, terms, covenants, conditions and other provisions of the Existing Reimbursement Agreement and the Loan Documents shall remain
unchanged and shall continue to be, and shall remain, in full force and effect in accordmce with their respective terms. The amendments set
forth herein shall be limited precisely as provided for herein to the provisions expressly amended herein and shall not be deemed to be an
amendment to, waiver of, consent to or modification of any other term or provision of the Existing Reimbursement Agreement or any other
Loan Document or of any transaction or further or future action on the part of any Obligor which would require the consent of the Lenders
under the Existing Reimbursement Agreement or any of the Loan Documents.

SECTION 4.7. Representations and Warranties. In order to induce the Lenders to execute and deliver this Amendment, the
)Account Party hereby represents and warrants to the Lenders, on the date this Amendment becomes effective pursuant to Article Ill , that both
before and after giving effect to this Amendment, all statements set forth in clauses (a) and (b) of Section 5.2.1 of the Reimbursement
Agreement are true and correct as of such date, except to the extent that any such statement expressly relates to an earlier date (in which case
such statement was true and correct on and as of such earlier date).

N WITNESS WHEREOF, the parties hereto have executed and delivered this Amendment as of the date first above written.

PPL ENERGY SUPPLY, LLC

By: Is! Russell R. Clelland
Title: Assistant Treasurer

THE BANK OF NOVA SCOTIA

By: Is! Thane Rattew
Title: Managing Director
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EXECUTION VERSION

$300,000,000

AMENDED AND RESTATED REVOLVING CREDIT AGREEMENT

dated as of November 6, 2012

among

PPL ELECTRIC UTILITIES CORPORATION,

THE LENDERS FROM TIME TO TIME PARTY HERETO

and

WELLS FARGO BANK, NATIONAL ASSOCIATION,
as Administrative Agent, Issuing Lender and Swingline Lender

WELLS FARGO SECURITIES, LLC,
MERRILL LYNCH, PIERCE, FENNER & SMITH INCORPORATED, RBS SECURITIES INC.,

BARCLAYS BANK PLC,
THE BANK OF NOVA SCOTIA

and
MITSUBISHI UTJ FINANCIAL GROUP, INC.,

Joint Lead Arrangers and Joint Bookrunners

BANK OF AMERICA, N.A.
and

THE ROYAL BANK Of SCOTLAND PLC,
Syndication Agents

BARCLAYS BANK PLC,
THE BANK OF NOVA SCOTIA

and
MITSUBISHI UFJ FINANCIAL GROUP, INC.,

Documentation Agents
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AMENDED AND RESTATED REVOLVING CREDIT AGREEMENT (this” Agreement “) dated as of November 6,
2012 is entered into among PPL ELECTRIC UTIIJTffiS CORPORATION, a Pennsylvania corporation (the “ Borrower “), the LENDERS party

eto from time to time and WELLS FARGO BANK, NATIONAL ASSOCIATION, as Administrative Agent. The parties hereto agree as
lows:

RECITALS

WHEREAS, the Borrower is party to that certain $300,000,000 Revolving Credit Agreement dated as of December 31,
2010, among the Borrower, the lenders party thereto and Wells Fargo Bank, National Association, as administrative agent, as amended, modified,
restated and supplemented from time to time (the “Existing Credit Agreement”); and

WHEREAS, the Borrower has requested that the Administrative Agent and the Lenders amend and restate the Existing Credit
Agreement to, among other things, decrease the fronting sublimit for letters of credit and extend the maturity date, and the Administrative Agent
and the Lenders have agreed to such amendment and restatement on the terms and conditions set forth herein;

NOW, THEREFORE, in consideration of the mutual covenants and agreements herein contained, the parties hereto agree that
the Existing Credit Agreement is hereby amended and restated in its entirety, and do further agree as follows:

ARTICLE I
DEFINITIONS

Section 1.01. Definitions . All capitalized terms used in this Agreement or in any Appendix, Schedule or Exhibit hereto which are not
otherwise defmed herein or therein shall have the respective meanings set forth below.

“Additional Letter of Credit” means any standby letter of credit issued under this Agreement by an Issuing Lender on or after
the Effective Date.

Adjusted London Interbank Offered Rate “ means, for any Interest Period, a rate per annum equal to the quotient obtained
(rounded upward, if necessary, to the nearest 1/100th of 1%) by dividing (i) the London Interbank Offered Rate for such Interest Period by (ii)
‘ 00 minus the Euro-Dollar Reserve Percentage.

“Administrative Agent” means Wells Fargo Bank, in its capacity as administrative agent for the Lenders hereunder and under
the other Loan Documents, and its successor or successors in such capacity.

“Administrative Questionnaire” means, with respect to each Lender, an administrative questionnaire in the form provided by
the Administrative Agent and submitted to the Administrative Agent (with a copy to the Borrower) duly completed by such Lender.

“Affiliate” means, with respect to any Person, any other Person who is directly or indirectly controlling, controlled by or under
common control with such Person. A Person shall be deemed to control another Person if such Person possesses, directly or indirectly, the power
to direct or cause the direction of the management or policies of the controlled Person, whether through the ownership of stock or its equivalent,
by contract or otherwise.

“Agent “means the Administrative Agent, the Syndication Agents, the Joint Lead Arrangers, the Documentation Agents or
each Person that shall become a joint lead arranger pursuant to the tenns of the Commitment Letters and “Agents” means all of the foregoing.

Agreement “ has the meaning set forth in the introductory paragraph hereto, as this Agreement may be amended, restated,
supplemented or modified from time to time.

“Amendment Fee” has the meaning set forth in Section 4.01(j).

“Applicable Lending Office “ means, with respect to any Lender, (i) in the case of its Base Rate Loans, its Base Rate Lending
Office and (ii) in the case of its Euro-Dollar Loans, its Euro-Dollar Lending Office.

“Applicable Percentage “ means, for purposes of calculating (i) the applicable interest rate for any day for any Base Rate Loans
or Euro-Dollar Loans, (ii) the applicable rate for the Commitment Fee for any day for purposes of Section 2.07(a) or (iii) the applicable rate for
the Letter of Credit Fee for any day for purposes of Section 2.07(b), the appropriate applicable percentage set forth below corresponding to one
rating level below the then current highest Borrower’s Ratings; provided , that, in the event that the Boirower’s Ratings shall fall within different
levels and ratings are maintained by both Rating Agencies. the applicable rating shall be based on the higher of the two ratings unless one of the
ratings is rtvo or more levels lower than the other, in which case the applicable rating shall be determined by reference to the level one rating

wer than the higher of the two ratings:

Applicable . Applicable Percen1BoiTower s Ratings Applicable Percentage forPercentage for for Euro-Dollar Loans(S&P /Moody s) . Base Rate LoansCommitment Fees and Letter of Credit Fee



Category’ A >A from S&P I A2 from 0.100% 0.000% 1.000%
Moody’s

Category B A- from S&P / A3 from 0.125% 0.125% 1.125%
Moody’s

Category C BBB+ from S&P /Baal from 0.175% 0.250% 1.250%
) Moody’s

Category D BBB from S&P /Baa2 from 0.200% 0.500% 1.500%
Moody’s

Category E BBB- from S&P / Baa3 from 0.250% 0.625% 1.625%
Moody’s

Category F BB+ from S&P / Bal 0.350% 0.875% 1.875%
from Moody’s

“Asset Sale” shall mean any sale of any assets, including by way of the sale by the Borrower or any of its Subsidiaries of
equity interests in such Subsidiaries.

“Assignee” has the meaning set forth in Section 9.06(c).

“Assignment and Assumption Agreement “ means an Assignment and Assumption Agreement, substantially in the form of
attached Exhibit C, under which an interest of a Lender hereunder is transferred to an Eligible Assignee pursuant to Section 9.06(c).

“Availability Period” means the period from and including the Effective Date to but excluding the Termination Date.

“Bankruptcy Code “ means the Bankruptcy Reform Act of 1978, as amended, or any successor statute.

“Base Rate “ means for any day a rate per annum equal to the highest of(i) the Prime Rate for such day, (ii) the suni of 1/2 of
1% plus the Federal Funds Rate for such day and (iii) except during any period of time during which a notice delivered to the Borrower under
Section 2.14 or Section 2.15 shall remain in effect, the London Interbank Offered Rate pjjj1%.

“Base Rate Borrowing “means a Borrowing comprised of Base Rate Loans.

Base Rate Lendine Office “ means, as to each Lender, its office located at its address set forth in its Administrative
questionnaire (or identified in its Administrative Questionnaire as its Base Rate Lending Office) or such other office as such Lender may

fteafler designate as its Base Rate Lending Office by notice to the Borrower and the Administrative Agent.

“Base Rate Loan “ means (a) a Loan (other than a Swingline Loan) in respect of which interest is computed on the basis of the
Base Rate mid (b) a Swhigline Loan hi respect of which interest is computed on the basis of the LIBOR Market Index Rate.

“Borrower “ has the meaning set forth in the introductory paragraph hereto.

“Borrower’s Rating “ means the senior secured long-term debt rating of the Borrower from S&P or Moody’s.

“Borrowing “ means a group of Loans of a single Type made by the Lenders on a single date and, in the case of a Euro-Dollar
Borrowing, having a single Interest Period.

Business Day “ means any day except a Saturday, Sunday or other day on which commercial banks in Charlotte, North
Carolina or New York, New York are authorized by law to close; provided , that, when used in Article III with respect to any action taken by or
with respect to any Issuing Lender, the tenn “Business Day” shall not include any day on which commercial banks are authorized by law to close
hi the jurisdiction where the office at which such Issuing Lender books any Letter of Credit is located; and provided ,further ,that when used with
respect to any borrowing of payment or prepayment of principal of or interest on, or the Interest Period for, a Euro-Dollar Loan, or a notice by the
Borrower with respect to any such borrowing payment, prepayment or Interest Period, the term “Business Day” shall also mean that such day is a
London Business Day.

Capital Lease” means any lease of property which, in accordance with GAAP, should be capitalized on the lessee’s balance
sheet.

Capital Lease Obligations “ means, with respect to any Person, all obligations of such Person as lessee under Capital Leases,
in each case taken at the amount thereof accounted for as liabilities in accordance with GAAP.

“Change of Control “means (i) the acquisition by any Person, or two or more Persons acting in concert, of beneficial ownership
(within the meaning of Rule l3d-3 of the Securities and Exchange Commission under the Securities Exchange Act of 1934, as amended) of 25%
or more of the outstanding shares of voting stock of PPL Corporation or its successors or (ii) the failure at any time of PPL Corporation or its

)ccessors to own 80% or more of the outstanding shares of the Voting Stock in the Borrower.

Commitment” means, with respect to any Lender, the commitment of such Lender to (i) make Loans under this Agreement,
(ii) refund or purchase participations in Swingline Loans pursuant to Section 2.02 and (iii) purchase participations in Letters of Credit pursuant to
Article III hereof as set forth in the Commitment Appendix and as such Commitment may be reduced from time to time pursuant to Section 2.08



or Section 9.06(c) or increased from time to time pursuant to Section 9.06(c).

“Commitment Appendix “means the Appendix attached under this Agreement identified as such.

• “Commitment Fee “has the meaning set forth in Section 2.07(a).

“Coniinitrnent Letters “means (1) that certain commitment letter dated as of September 24, 2012 among Wells Fargo Securities,
LLC, Wells Fargo Bank, National Association, Merrill Lynch, Pierce, Fenner & Smith Incorporated. Bank of America, N.A., RBS Securities Inc.
and The Royal Ban]c of Scotland plc and (ii) that certain commitment letter dated as of October 2, 2012 among Barclays Bank PLC, The Bank of
Nova Scotia and Mitsubishi UFJ Financial Group, Inc., acting through The Bank of Tokyo-Mitsubishi UFJ, Ltd. and Union Bank, N.A., each
commitment letter addressed to and acknowledged and agreed to by the Borrower.

Commitment Ratio “ shall mean, with respect to any Lender, the percentage equivalent of the ratio which such Lender’s
Commitment bears to the aggregate amount of all Commitments.

“Consolidated Capitalization” shall mean the sum of without duplication, (A) the Consolidated Debt (without giving effect to
clause (b) of the definition of “Consolidated Debt”) and (B) the consolidated shareowners’ equity (determined in accordance with GAAP) of the
common, preference and preferred shareowners of the Borrower and minority interests recorded on the Borrower’s consolidated fmancial
statements (excluding from sharemner’s equity (1) the effect of all unrealized gains and losses reported under Financial Accounting Standards
Board Accounting Standards Codification Topic $15 in connection with (x) forward contracts, futures contracts, options contracts or other
derivatives or hedging agreements for the future delivery of electricity, capacity, fuel or other commodities and (y) Interest Rate Protection
Agreements, foreign currency exchange agreements or other interest or exchange rate hedging arrangements and (ii) the balance of accumulated
other comprehensive income/loss of the Borrower on any date of determination solely with respect to the effect of any pension and other post-
retirement benefit liability adjustment recorded in accordance with GAAP), except that for purposes of calculating Consolidated Capitalization of
the Borrower, Consolidated Debt of the Borrower shall exclude Non-Recourse Debt and Consolidated Capitalization of the Borrower shall
exclude that portion of shareowners’ equity attributable to assets securing Non-Recourse Debt.

“ Consolidated Debt “ means the consolidated Debt of the Borrower and its Consolidated Subsidiaries (determined in
accordance with GAAP), except that for purposes of this definition (a) Consolidated Debt shall exclude Non-Recourse Debt of the Borrower and
its Consolidated Subsidiaries, and (b) Consolidated Debt shall exclude (i) Hybrid Securities of the Borrower and its Consolidated Subsidiaries in
an aggregate amount as shall not exceed 15% of Consolidated Capitalization and (ii) Equity-Linked Securities in an aggregate amount as shall not
exceed 15% of Consolidated Capitalization.

“ Consolidated Subsidiary “ means with respect to any Person at any date any Subsidiary of such Person or other entity the
counts of which would be consolidated with those of such Person in its consolidated fmancial statements if such statements were prepared as of
Jch date in accordance with GAAP.

“Continuing Lender” means with respect to any event described in Section 2.08(b), a Lender which is not a Retiring Lender,
and “Continuing Lenders” means any two or more of such Continuing Lenders.

Corporation “ means a corporation, association. company, joint stock company, limited liability company, partnership or
business trust.

“Credit Event “ means a Borrowing or the issuance, renewal or extension of a Letter of Credit.

“Debt” of any Person means, without duplication, (i) all obligations of such Person for borrowed money, (ii) all obligations of
such Person evidenced by bonds, debentures, notes or similar instruments, (iii) all Guarantees by such Person of Debt of others, (iv) all Capital
Lease Obligations and Synthetic Leases of such Person, (v) all obligations of such Person in respect of Interest Rate Protection Agreements,
foreign currency exchange agreements or other interest or exchange rate hedging arrangements (the amount of any such obligation to be the net
amount that would be payable upon the acceleration, termination or liquidation thereof), but only to the extent that such net obligations exceed
$75,000,000 in the aggregate and (vi) all obligations of such Person as an account party in respect of letters of credit and bankers’ acceptances;
provided, however ,that “Debt” of such Person does not include (a) obligations of such Person under any installment sale, conditional sale or title
retention agreement or any other agreement relating to obligations for the deferred purchase price of property or services, (b) obligations under
agreements relating to the purchase and sale of any commodity, including any power sale or purchase agreements, any commodity hedge or
derivative (regardless of whether any such transaction is a “financial” or physical transaction), (c) any trade obligations or other obligations of
such Person incurred in the ordinary course of business or (d) obligations of such Person under any lease agreement (including any lease intended
as security) that is not a Capital Lease or a Synthetic Lease.

Default “ means any condition or event which constitutes an Event of Default or which with the giving of notice or lapse of
time or both would, unless cured or waived, become an Event of Default.

“Defaulting Lender” means at any time any Lender with respect to which a Lender Default is in effect at such time.

Documentation Agents “means Barclays Bank PLC. The Bank of Nova Scotia and Mitsubishi UFJ Financial Group, Inc.,
)ting through The Bank of Tokyo-Mitsubishi UFJ, Ltd. and Union Bank N.A., each in its capacity as a documentation agent in respect of this

‘—4greernent.

“Dollars” and the sign “$“ means lawful money of the United States of America.



“Effective Date “means the date on which the Administrative Agent determines that the conditions specified in or pursuant to
Section 4.01 have been satisfied.

“Eligible Assignee” means (1) a Lender; (ii) a commercial bank organized under the laws of the United States and having a
ombined capital and surplus of at least $100,000,000; (iii) a commercial bank organized under the laws of any other country which is a member
)the Organization for Economic Cooperation and Development, or a political subdivision of any such country, and having a combined capital

id surplus of at least $100,000,000; provided, that such bank is acting through a branch or agency located and licensed in the United States; or
(iv) an Affiliate of a Lender that is an “accredited investor” (as defmed in Regulation D under the Securities Act of 1933, as amended); provided,
that, in each case (a) upon and following the occurrence of an Event of Default, an Eligible Assignee shall mean any Person other than the
Borrower or any of its Affiliates and (b) notwithstanding the foregoing, “Eligible Assignee” shall not include the Borrower or any of its Affiliates.

Environmental Laws “ means any and all federal, state and local statutes, laws, regulations, ordinances, rules, judgments,
orders, decrees, permits, concessions, grants, franchises, licenses or other written governmental restrictions relating to the environment or to
emissions, discharges or releases of pollutants, contaminants, petroleum or petroleum products, chemicals or industrial, toxic or Hazardous
Substances or wastes into the enviromnent including, without limitation, ambient air, surface water, ground water, or land, or otherwise relating to
the manufacture, processing, distribution, use, treatment, storage, disposal, transport or handling of pollutants, contaminants, petroleum or
petroleum products, chemicals or industrial, toxic or Hazardous Substances or wastes.

“Environmental Liabilities” means all liabilities (including anticipated compliance costs) in connection with or relating to the
business, assets, presently or previously ouned, leased or operated property, activities (including, without limitation, off-site disposal) or
operations of the Borrower or any of its Subsidiaries which arise under Environmental Laws.

Equity-Linked Securities “ means any securities of the Borrower or any of its Subsidiaries which are convertible into, or
exchangeable for, equity securities of the Borrower, such Subsidiary or PPL Corporation, including any securities issued by any of such Persons
which are pledged to secure any obligation of any holder to purchase equity securities of the Borrower, any of its Subsidiaries or PPL Corporation.

“ERISA “ means the Employee Retirement Income Security Act of 1974, as amended, or any successor statute.

ERISA Group “ means the Borrower and all members of a controlled group of corporations and all trades or businesses
(whether or not incorporated) under common control which, together with the Borrower, are treated as a single employer under Section 414(b) or
(c) of the Internal Revenue Code.

“Euro-Dollar Borrowing “means a Borrowing comprised of Euro-Dollar Loans.

Euro-Dollar Lending Office “ means, as to each Lender, its office, branch or Affiliate located at its address set forth in its
ministrative Questionnaire (or identified in its Administrative Questionnaire as its Euro-Dollar Lending Office) or such other office, branch or

Affiliate of such Lender as it may hereafier designate as its Euro-Dollar Lending Office by notice to the Borrower and the Administrative Agent.

“Euro-Dollar Loan “means a Loan in respect of which interest is computed on the basis of the Adjusted London Interbank
Offered Rate pursuant to the applicable Notice of Borrowing or Notice of Conversion/Continuation.

Euro-Dollar Reserve Percentage “ of any Lender for the interest Period of any LifiOR Rate Loan means the reserve
percentage applicable to such Lender during such Interest Period (or if more than one such percentage shall be so applicable, the daily average of
such percentages for those days in such Interest Period during which any such percentage shall be so applicable) under regulations issued from
time to time by the Board of Governors of the Federal Reserve System (or any successor) for determining the maximum reserve requirement
(including, without limitation, any emergency, supplemental or other marginal reserve requirement) then applicable to such Lender with respect to
liabilities or assets consisting of or including “Eurocurrency Liabilities” (as defmed in Regulation D). The Adjusted London fliterbank Offered
Rate shall be adjusted automatically on and as of the effective date of any change in the Euro-Dollar Reserve Percentage.

“Event of Default” has the meaning set forth in Section 7.01.

“Existing Credit Acreement” has the meaning set forth in the recitals hereto.

“Existing Letters of Credit “ means the standby letters of credit issued before the Effective Date pursuant to the Existing Credit
Agreement.

“Extending Lenders “ has the meaning set forth in Section 9.15 hereto.

“FATCA “means Sections 1471 through 1474 of the Internal Revenue Code and any regulations (whether fmal, temporary or
proposed) that are issued thereunder or official government interpretations thereof and any agreements entered into pursuant to Section 1471(b) of
the Code.

“Federal Funds Rate “means for any day the rate per annum (rounded upward, if necessary, to the nearest 1/100th of 1%) equal

j
o the weighted average of the rates on overnight Federal funds transactions with members of the Federal Reserve System arranged by Federal
)nds brokers on such day, as published by the federal Reserve Bank of New York on the Business Day next succeeding such day; provided , that

S_1) if such day is not a Business Day, the federal funds Rate for such day shall be such rate on such transactions on the next preceding Business
Day as so published on the next succeeding Business Day, and (ii) if no such rate is so published on such next succeeding Business Day, the
Federal Funds Rate for such day shall be t]ie average of quotations for such day on such transactions received by the Administrative Agent from
three federal funds brokers of recognized standing selected by the Administrative Agent.



“Fee Letter “ means the fee letter dated as of September 24, 2012 among the Borrower, Wells Fargo Securities, Wells Fargo
Bank, Merrill Lynch, Pierce, Feimer & Smith Incorporated, Bank of America, N.A., RBS Securities Inc. and The Royal Bank of Scotland plc as
amended, modified or supplemented from time to time.

“FERC “means the Federal Energy Regulatory Commission.

“Fronting Fee “ has the meaning set forth in Section 2.07(b).

“Fronting Sublimit” means, (a) for each JLA Issuing Bank, the amount of such JLA Issuing Bank’s commitment to issue and
honor payment obligations under Letters of Credit, as set forth on the JLA L/C Fronting Sublimits Appendix hereto and (b) with respect to any
other Issuing Lender, an amount as agreed between the Borrower and such Issuing Lender.

“GAAP “means United States generally accepted accounting principles applied on a consistent basis.

“Governmental Authority “ means any federal, state or local government, authority, agency, central bank, quasi-governmental
authority, court or other body or entity, and any arbitrator with authority to bind a party at law.

“Group of Loans” means at any time a group of Revolving Loans consisting of (i) all Revolving Loans which are Base Rate
Loans at such time or (ii) all Revolving Loans which are Euro-Dollar Loans of the same Type having the same Interest Period at such time;
provided , that, if a Loan of any particular Lender is converted to or made as a Base Rate Loan pursuant to Sections 2.15 or 2.18, such Loan shall
be included in the same Group or Groups of Loans from time to time as it would have been in if it had not been so converted or made.

Guarantee “ of or by any Person means any obligation, contingent or otherwise, of such Person guaranteeing or having the
economic effect of guaranteeing any Debt of any other Person (the “primary obligor”) in any manner, whether directly or indirectly, and including
any obligation of such Person, direct or indirect, (i) to purchase or pay (or advance or supply funds for the purchase or payment of) such Debt or
to purchase (or to advance or supply funds for the purchase of) any security for payment of such Debt, (ii) to purchase or lease property, securities
or services for the purpose of assuring the owner of such Debt of the payment of such Debt or (iii) to maintain working capital, equity capital or
any other fmancial statement condition or liquidity of the primary obligor so as to enable the primary obligor to pay such Debt; provided
however , that the term Guarantee shall not include endorsements for collection or deposit in the ordinary course of business.

“Hazardous Substances “ means any toxic, caustic or otherwise hazardous substance, including petroleum, its derivatives, by
products and other hydrocarbons, or any substance having any constituent elements displaying any of the foregoing characteristics.

Hybrid Securities” means any trust preferred securities, or deferrable interest subordinated debt with a maturity of at least 20
Jars issued by the Borrower, or any business trusts, limited liability companies, limited partnerships (or similar entities) (i) all of the common

equity, general partner or similar interests of which are owned (either directly or indirectly through one or more Wholly Owned Subsidiaries) at all
times by the Borrower or any of its Subsidiaries, (ii) that have been formed for the purpose of issuing hybrid preferred securities and (iii)
substantially all the assets of which consist of(A) subordinated debt of the Borrower or a Subsidiary of the Borrower, as the case may be, and (B)
payments made from time to time on the subordinated debt.

“Indemnitee “has the meaning set forth in Section 9.03(b).

“Interest Period “means with respect to each Euro-Dollar Loan, a period commencing on the date of borrowing specified in the
applicable Notice of Borrowing or on the date specified in the applicable Notice of Conversion/Continuation and ending one, two, three or six
months thereafter, as the Borrower may elect in the applicable notice; provided , that:

(i) any Interest Period which would otherwise end on a day which is not a Business Day shall, subject to clauses
(iii) and (iv) below, be extended to the next succeeding Business Day unless such Business Day falls in another calendar month, in which
case such Interest Period shall end on the next preceding Business Day;

(ii) any Interest Period which begins on the last Business Day of a calendar month (or on a day for which there is
no numerically corresponding day in the calendar month at the end of such Interest Period) shall, subject to clause (iii) below, end on the
last Business Day of a calendar month; and

(iii) no Interest Period shall end after the Termination Date.

Interest Rate Protection Agreements” means any agreement providing for an interest rate swap, cap or collar, or any other
fmancial agreement designed to protect against fluctuations in interest rates.

“Internal Revenue Code” means the Internal Revenue Code of 1986, as amended, or any successor statute.

“Issuing Lender” means (i) each JLA Issuing Bank, each in its capacity as an issuer of Letters of Credit under Section 3.02, and

(ach

of their respective successor or successors in such capacity, (ii) any other Lender approved as an “Issuing Lender” pursuant to Section 3.01,
)d (iii) each issuer of an Existing Letter of Credit, subject in each case to the Fronting Sublimit.

“Joint Lead Arrangers “ means Wells Fargo Securities , Merrill Lynch, Pierce, Fenner & Smith Incorporated, RBS Securities
Inc., Barclays Bank PLC, The Bank of Nova Scotia and Mitsubishi UFJ Financial Group, Inc., acting through The Bank of Tokyo-Mitsubishi UFJ,
Ltd. and Union Bank, N.A. ,each in their capacity as joint lead arranger and joint booknnmer in respect of this Agreement.



“ThA Issuing Bank” means Wells Fargo Bank, Banjc of America, N.A., The Royal Bank of Scotland plc, Barclays Bank PLC,
The Bank of Nova Scotia, Mitsubishi UFJ financial Group, Inc., acting through The Bank of Tokyo-Mitsubishi UFJ, Ltd. and each other Lender
(or Affiliate of a Lender) that shall become (or whose Affiliate shall become) a joint lead arranger pursuant to the terms of the Commitment

etters.

“Lender “ means each bank or other lending institution listed in the Commitment Appendix as having a Commitment, each
Eligible Assignee that becomes a Lender pursuant to Section 9.06(c) and theft respective successors and shall include, as the context may require,
each Issuing Lender and the Swingline Lender in such capacity.

Lender Default “ means (i) the failure (which has not been cured) of any Lender to make available any Loan or any
reimbursement for a drawing under a Letter of Credit or refunding of a Swingline Loan, in each case, within one Business Day from the date it is
obligated to make such amount available under the terms and conditions of this Agreement or (ii) a Lender having notified, in writing, the
Administrative Agent and the Borrower that such Lender does not intend to comply with its obligations under Article II following the appointment
of a receiver or conservator with respect to such Lender at the direction or request of any regulatory agency or authority.

Letter of Credit “ means an Existing Letter of Credit or an Additional Letter of Credit, and “Letters of Credit” means any
combination of the foregoing.

“Letter of Credit Fee “has the meaning set forth in Section 2.07(b).

Letter of Credit Liabilities “ means, for any Lender at any time, the product derived by multiplying (i) the sum, without
duplication, of (A) the aggregate amount that is (or may thereafter become) available for drawing under all Letters of Credit outstanding at such
time plus (B) the aggregate unpaid amount of all Reimbursement Obligations outstanding at such time by (ii) such Lender’s Commitment Ratio.

“Letter of Credit Request “has the meaning set forth in Section 3.03.

LIBOR Market Index Rate “ means, for any day, the rate for I month U.S. dollar deposits as reported on Reuters Screen
LIBORO1 as of 11:00 a.m., London time, for such day, provided, if such day is not a London Business Day, the immediately preceding London
Business Day (or if not so reported, then as determined by the Swingline Lender from another recognized source or interbank quotation).

Lien” means, ith respect to any asset, any mortgage, lien, pledge, charge, security interest or encumbrance intended to
confer or having the effect of conferring upon a creditor a preferential interest.

f’ “ Loan” means a Base Rate Loan, whether such loan is a Revolving Loan or Swingline Loan, or a Euro-Dollar Loan and
oans” means any combination of the foregoing.

“Loan Documents “ means this Agreement and the Notes.

“London Business Day “ means a day on which commercial banks are open for international business (including dealings in
Dollar deposits) in London.

“London Interbank Offered Rate “ means:

(a) for any Euro-Dollar Loan for any Interest Period, the interest rate for deposits in Dollars for a period of time
comparable to such Interest Period which appears on Reuters Screen LIBOROI at approximately 11:00 A.M. (London time) two Business Days
before the first day of such Interest Period; provided , however , that if more than one such rate is specified on Reuters Screen LIBORO 1, the
applicable rate shall be the arithmetic mean of all such rates (rounded upwards, if necessary, to the nearest 1/100 of 1%). If for any reason such
rate is not available on Reuters Screen LIBOROI, the term “London Interbank Offered Rate” means for any Interest Period, the arithmetic mean of
the rate per annum at which deposits in Dollars are offered by first class banks in the London interbank market to the Administrative Agent at
approximately 11:00 A.M. (London time) two Business Days before the first day of such Interest Period in an amount approximately equal to the
principal amount of the Euro-Dollar Loan of Wells Fargo Bank to which such Interest Period is to apply and for a period of time comparable to
such Interest Period.

(b) for any interest rate calculation with respect to a Base Rate Loan, the interest rate for deposits in Dollars for a period
equal to one month (commencing on the date of determination of such interest rate) which appears on Reuters Screen LifiOROI at approximately
11:00 A.M. (London time) on such date of determination (provided that if such day is not a Business Day for which a London Interbank Offered
Rate is quoted, the next preceding Business Day for which a London Interbank Offered Rate is quoted); provided, however, that if more than one
such rate is specified on Reuters Screen LIBOROI, the applicable rate shall be the arithmetic mean of all such rates (rounded upwards, if
necessary, to the nearest 1/100 of 1%). If for any reason such rate is not available on Reuters Screen LIBORO1, the term “London Interbank
Offered Rate” means for any applicable one-month interest period, the arithmetic mean of the rate per annum at which deposits in Dollars are
offered by first class banks in the London interbank market to the Administrative Agent at approximately 11:00 A.M. (London time) on such date
of determination (provided that if such day is not a Business Day for which a London Interbank Offered Rate is quoted, the next preceding
13usiness Day for which a London Interbank Offered Rate is quoted) in an amount approximately equal to the principal amount of the Base Rate

(,)oan of Wells Fargo Bank.

“Mandatory Letter of Credit Borrowing “has the meaning set forth in Section 3.09.

“Margin Stock “means “margin stock” as such term is defined in Regulation U.



“Material Adverse Effect “ means (1) any material adverse effect upon the business, assets, fmancial condition or operations of
the Borrower or the Borrower and its Subsidiaries, taken as a whole; (ii) a material adverse effect on the ability of the Borrower to perform its
obligations under this Agreement, the Notes or the other Loan Documents or (iii) a material adverse effect on the validity or enforceability of this

greement, the Notes or any of the other Loan Documents.

“Material Debt “means Debt (other than the Notes) of the Borrower in a principal or face amount exceeding $50,000,000.

“Material Plan “means at any time a Plan or Plans having aggregate Unfunded Liabilities in excess of $50,000,000. _For the
avoidance of doubt, where any two or more Plans, which individually do not have Unfunded Liabilities in excess of $50,000,000, but collectively
have aggregate Unfunded Liabilities in excess of $50,000,000, all references to Material Plan shall be deemed to apply to such Plans as a group.

“Moody’s “means Moody’s Investors Service, Inc., a Delaware corporation, and its successors or, absent any such successor,
such nationally recognized statistical rating organization as the Borrower and the Administrative Agent may select.

Multiemployer Plan “ means at any time an employee pension benefit plan within the meaning of Section 4001(a)(3) of
ERISA to which any member of the ERISA Group is then making or accruing an obligation to make contributions or has within the preceding five
plan years made contributions.

New Lender” means with respect to any event described in Section 2.08(b), an Eligible Assignee which becomes a Lender
hereunder as a result of such event, and “New Lenders” means any two or more of such New Lenders.

“Non-Defaultinc Lender “ means each Lender other than a Defaulting Lender, and “Non-Defaulting Lenders” means any two or
more of such Lenders.

“Non-Recourse Debt” shall mean Debt that is nonrecourse to the Borrower or any asset of the Borrower.

“Non-U.S. Lender “has the meaning set forth in Section 2.17(e).

“Note” shall mean a promissory note, substantially in the form of Exhibit B hereto, issued at the request of a Lender evidencing
the obligation of the Borrower to repay outstanding Revolving Loans or Swingline Loans, as applicable.

“Notice of Borrowing “ has the meaning set forth in Section 2.03.

“Notice of Conversion/Continuation “has the meaning set forth in Section 2.06(d)(ii).

Obligations “means:

(i) all principal of and interest (including, without limitation, any interest which accrues after the commencement
of any case, proceeding or other action relating to the bankruptcy, insolvency or reorganization of the Borrower, whether or not allowed
or allowable as a claim in any such proceeding) on any Loan, fees payable or Reimbursement Obligation under, or any Note issued
pursuant to. this Agreement or any other Loan Document;

(ii) all other amounts now or hereafter payable by the Borrower and all other obligations or liabilities now
existing or hereafter arising or incurred (including, without limitation, any amounts which accrue after the commencement of any case,
proceeding or other action relating to the bankruptcy, insolvency or reorganization of the Borrower, whether or not allowed or allowable
as a claim in any such proceeding) on the part of the Borrower pursuant to this Agreement or any other Loan Document;

(iii) all expenses of the Agents as to which such Agents have a right to reimbursement under Section 9.03(a)
hereof or under any other similar provision of any other Loan Document; and

(iv) all amounts paid by any Indemnitee as to which such lndenmitee has the right to reimbursement under
Section 9.03 hereof or under any other similar provision of any other Loan Document;

together in each case with all renewals, modifications, consolidations or extensions thereof.

“OFAC “ means the U.S. Department of the Treasury’s Office of foreign Assets Control.

“Other Taxes” has the meaning set forth in Section 2.17(b).

Participant “has the meaning set forth in Section 9.06(b).

“Participant Register” has the meaning set forth in Section 9.06(b).

“PBGC “ means the Pension Benefit Guaranty Corporation or any entity succeeding to any or all of its functions under ERISA.

“Permitted Business “ with respect to any Person means a business that is the same or similar to the business of the Borrower or
any Subsidiary as of the Effective Date, or any business reasonably related thereto.



Person “ means an individual, a corporation, a partnership, an association, a limited liability company, a trust or an
unincorporated association or any other entity or organization, including a government or political subdivision or an agency or instrumentality
thereof.

means at any time an employee pension benefit plan (including a Multiemployer Plan) which is covered by Title TV of
SA or subject to the minimum funding standards under Section 412 of the Internal Revenue Code and either (i) is maintained, or contributed

, by any member of the ERISA Group for employees of any member of the ERISA Group or (ii) has at any time within the preceding five years
been maintained, or contributed to, by any Person which was at such time a member of the ERISA Group for employees of any Person which was
at such time a member of the EMSA Group.

“Prime Rate” means the rate of interest publicly announced by Wells Fargo Bank from time to time as its Prime Rate.

“PUC” has the meaning set forth in Section 4.01(h).

“PUC Order “has the meaning set forth in Section 4.01(h).

“Quarterly Date “means the last Business Day of each of March, June, September and December.

“Rating Agency” means S&P or Moody’s, and “Rating Agencies” means both of them.

“Register” has the meaning set forth in Section 9.06(e).

“Regulation U” means Regulation U of the Board of Governors of the Federal Reserve System, as amended, or any successor
regulation.

“Regulation X “ means Regulation X of the Board of Governors of the Federal Reserve System, as amended, or any successor
regulation.

“Reimbursement Obligations “ means at any time all obligations of the Borrower to reimburse the Issuing Lenders pursuant to
Section 3.07 for amounts paid by the Issuing Lenders in respect of drawings under Letters of Credit, including any portion of any such obligation
to which a Lender has become subrogated pursuant to Section 3.09.

“Replacement Date “ has the meaning set forth in Section 2.08(b).

“Replacement Lender “ has the meaning set forth in Section 2.08(b).

Required Lenders “ means at any time Non-Defaulting Lenders having at least 51% of the aggregate amount of the
Commitments of all Non-Defaulting Lenders or, if the Commitments shall have been terminated, having at least 51% of the aggregate amount of
the Revolving Outstandings of the Non-Defaulting Lenders at such time.

Responsible Officer “ means, as to any Person, the chief executive officer, president, chief fmancial officer, controller,
treasurer or assistant treasurer of such Person or any other officer of such Person reasonably acceptable to the Administrative Agent. Any
document delivered hereunder that is signed by a Responsible Officer of a Person shall be conclusively presumed to have been authorized by all
necessary corporate, partnership and/or other action on the part of such Person and such Responsible Officer shall be conclusively presumed to
have acted on behalf of such Person.

“Retiring Lender” means a Lender that ceases to be a Lender hereunder pursuant to the operation of Section 2.08(b).

“Revolving “ means, when used with respect to (i) a Borrowing, a Borrowing made by the Borrower under Section 2.01. as
identified in the Notice of Borrowing with respect thereto, a Borrowing of Revolving Loans to refund outstanding Swingline Loans pursuant to
Section 2.02(b)(i), or a Mandatory Letter of Credit Borrowing and (ii) a Loan, a Loan made under Section 2.01; provided, that, if any such loan or
loans (or portions thereof) are combined or subdivided pursuant to a Notice of Conversion/Continuation, the term “Revolving Loan” shall refer to
the combined principal amount resulting from such combination or to each of the separate principal amounts resulting from such subdivision, as
the case may be.

“Revolving Outstandings” means at any time, with respect to any Lender, the sum of (i) the aggregate principal amount of such
Lender’s outstanding Revolving Loans plus (ii) the aggregate amount of such Lender’s Swingline Exposure plus (iii) aggregate amount of such
Lender’s Letter of Credit Liabilities.

“Revolving Outstandings Excess “has the meaning set forth in Section 2.09.

Sanctioned Entity “ shall mean (i) an agency of the government of’, (ii) an organization directly or indirectly controlled by, or
(iii) a Person resident in, a country that is subject to a sanctions program identified on the list maintained by OFAC and available at
‘ittp://www.treas.gov/offices/enforcement/ofac/sanctions/index.htrnl, or as otherwise published from time to time as such program may be

)plicable to such agency, organization or Person.

Sanctioned Person” shall mean a Person named on the list of Specially Designated Nationals or Blocked Persons maintained
by OFAC available at hftp://www.treas.gov/offices/enforcernent/ofac/sdnlindex.html, or as otherwise published from time to time.



“SEC” means the Securities and Exchange Commission.

“$“ means Standard & Poor’s Ratings Group, a division of McGraw Hill, Inc., a New York corporation, and its successors
or, absent any such successor, such nationally recognized statistical rating organization as the Borrower and the Administrative Agent may select.

“Subsidiary “means any Corporation, a majority of the outstanding Voting Stock of which is oxned, directly or indirectly, by
ê Borrower or one or more other Subsidiaries of the Borrower.

Swingline Borrowing “ means a Borrowing made by the Borrower under Section 2.02, as identified in the Notice of
Borrowing with respect thereto.

Swingline Exposure” means, for any Lender at any time, the product derived by multiplying (i) the aggregate principal
amount of all outstanding Swingline Loans at such time by (ii) such Lender’s Commitment Ratio.

Swingline Lender” means Wells Fargo Bank, in its capacity as Swingline Lender.

Swingline Loan “ means any swingline loan made by the Swingline Lender to the Borrower pursuant to Section 2.02.

“Swingline Sublimit “means the lesser of(a) $10,000,000 and (b) the aggregate Commitments of all Lenders.

Swingline Termination Date “ means the first to occur of (a) the resignation of Wells Fargo Bank as Administrative Agent in
accordance with Section 8.09 and (b) the Termination Date.

“Syndication Agents “means Bank of America, N.A. and The Royal Bank of Scotland plc, each in its capacity as a syndication
agent in respect of this Agreement.

Synthetic Lease “ means any synthetic lease, tax retention operating lease, off-balance sheet loan or similar off-balance sheet
financing product where such transaction is considered borrowed money indebtedness for tax purposes but is classified as an operating lease in
accordance with GAAP.

“Taxes “has the meaning set forth in Section 2.17(a).

“Termination Date “ means the earliest to occur of(a) October 1$, 2017 and (b) such earlier date upon which all Commitments
shall have been terminated in their entirety in accordance with this Agreement.

“Iypç”, when used in respect of any Loan or Borrowing, shall refer to the rate by reference to which interest on such Loan or
on the Loans comprising such Borrowing is determined.

Unfimded Liabilities “ means, with respect to any Plan at any time, the amount (if any) by which (i) the value of all benefit
liabilities under such Plan, determined on a plan termination basis using the assumptions prescribed by the PBGC for purposes of Section 4044 of
ERISA, exceeds (ii) the fair market value of all Plan assets allocable to such liabilities under Title IV of ERISA (excluding any accrued but unpaid
contributions), all determined as of the then most recent valuation date for such Plan, but only to the extent that such excess represents a potential
liability of a member of the ERISA Group to the PBGC or any other Person under Title IV of ERISA.

United States “ means the United States of America, including the States and the District of Columbia, but excluding its
territories and possessions.

Voting Stock “means stock (or other interests) of a Corporation having ordinary voting power for the election of directors,
managers or trustees thereof, whether at all times or only so long as no senior class of stock has such voting power by reason of any contingency.

“Wells Fargo Bank “ means Wells Fargo Bank, National Association, and its successors.

“Wells Fargo Securities” means Wells Fargo Securities, LLC, and its successors and assigns.

“Wholly Owned Subsidiary” means, with respect to any Person at any date, any Subsidiary of such Person all of the Voting
Stock of which (except directors’ qualifying shares) is at the time directly or indirectly owned by such Person.

ARTICLE II
THE CREDITS

Section 2.01. Commitments to Lend. Each Lender severally agrees. on the terms and conditions set forth in this Agreement, to make
Revolving Loans to the Borrower pursuant to this Section 2.01 from time to time during the Availability Period in amounts such that its Revolving
Outstandings shall not exceed its Commitment; provided ,that, immediately after giving effect to each such Revolving Loan, the aggregate
‘wincipal amount of all outstanding Revolving Loans (after giving effect to any amount requested) shall not exceed the aggregate Commitments
)the sum of all outstanding Swingline Loans and Letter of Credit Liabilities. Each Revolving Borrowing (other than Mandatory Letter of

—redit Borrowings) shall be in an aggregate principal amount of $10,000,000 or any larger integral multiple of$l,000,000 (except that any such
Borrowing may be in the aggregate amount of the unused Commitments) and shall be made from the several Lenders ratably in proportion to their
respective Coimnitments. Within the foregoing limits, the Borrower may borrow under this Section 2.01, repay, or, to the extent permitted by
Section 2.10, prepay, Revolving Loans and reborrow under this Section 2.01.



Section 2.02. Swingline Loans

(a) Availability. Subject to the terms and conditions of this Agreement, the Swingline Lender agrees to make Swingline
oans to the Borrower from time to time from the Effective Date through, but not including, the Swingline Termination Date; provided, that the

egate principal amount of all outstanding Swingline Loans (after giving effect to any amount requested), shall not exceed the lesser of (i) the
ggregate Commitments less the sum of the aggregate principal amount of all outstanding Revolving Loans and all outstanding Letter of Credit

Liabilities and (ii) the Swingline Sublimit; and provided further, that the Borrower shall not use the proceeds of any Swingline Loan to refmance
any outstanding Swingline Loan. Each Swingline Loan shall be in an aggregate principal amount of $2,000,000 or any larger integral multiple of
$500,000 (except that any such Borrowing may be in the aggregate amount of the unused Swingline Sublünit). Within the foregoing limits, the
Borrower may borrow, repay and reborrow Swingline Loans, in each case under this Section 2.02. Each Swingline Loan shall be a Base Rate
Loan.

(b) Refundin.

(1) Swingline Loans shall be refunded by the Lenders on demand by the Swingline Lender. Such
refundings shall be made by the Lenders in accordance with their respective Commitment Ratios and shall thereafter be reflected as
Revolving Loans of the Lenders on the books and records of the Administrative Agent. Each Lender shall fund its respective
Conmitment Ratio of Revolving Loans as required to repay Swingline Loans outstanding to the Swingline Lender upon demand by the
Swingline Lender but in no event later than 1:00 P.M. (Charlotte. North Carolina time) on the next succeeding Business Day after such
demand is made. No Lender’s obligation to fund its respective Commitment Ratio of a Swingline Loan shall be affected by any other
Lender’s failure to fund its Commitment Ratio of a Swingline Loan, nor shall any Lender’s Commitment Ratio be increased as a result of
any such failure of any other Lender to fund its Commitment Ratio of a Swingline Loan.

(ii) The Borrower shall pay to the Swingline Lender on demand, and in no case more than fourteen (14)
days after the date that such Swingline Loan is made, the amount of such Swingline Loan to the extent amounts received from the
Lenders are not sufficient to repay in full the outstanding Swingline Loans requested or required to be refunded. In addition, the
Borrower hereby authorizes the Administrative Agent to charge any account maintained by the Borrower with the Swingline Lender (up
to the amount available therein) in order to immediately pay the Swingline Lender the amount of such Swingline Loans to the extent
amounts received from the Lenders are not sufficient to repay in full the outstanding Swingline Loans requested or required to be
refunded. If any portion of any such amount paid to the Swingline Lender shall be recovered by or on behalf of the Borrower from the
Swingline Lender in bankruptcy or otherwise, the loss of the amount so recovered shall be ratably shared among all the Lenders in
accordance with their respective Commitment Ratios (unless the amounts so recovered by or on behalf of the Borrower pertain to a
Swingline Loan extended after the occurrence and during the continuance of an Event of Default of which the Administrative Agent has
received notice in the maimer required pursuant to Section 8.05 and which such Event of Default has not been waived by the Required
Lenders or the Lenders, as applicable).

(iii) Each Lender acknowledges and agrees that its obligation to refund Swingline Loans (other than
Swingline Loans extended after the occurrence and during the continuation of an Event of Default of which the Administrative Agent has
received notice in the manner required pursuant to Section 8.05 and which such Event of Default has not been waived by the Required
Lenders or the Lenders, as applicable) in accordance with the tems of this Section is absolute and unconditional and shall not be affected
by any circumstance whatsoever, including, without limitation, non-satisfaction of the conditions set forth in Article IV. Further, each
Lender agrees and acknowledges that if prior to the refunding of any outstanding Swingline Loans pursuant to this Section, one of the
events described in Section 7.01(h) or (i) shall have occurred, each Lender will, on the date the applicable Revolving Loan would have
been made, purchase an undivided participating interest in the Swingline Loan to be refunded in an amount equal to its Commitment
Ratio of the aggregate amount of such Swingline Loan. Each Lender will innnediately transfer to the Swingline Lender, in immediately
available funds, the amount of its participation and upon receipt thereof the Swingline Lender will deliver to such Lender a certificate
evidencing such participation dated the date of receipt of such funds and for such amount. Whenever, at any time after the Swingline
Lender has received from any Lender such Lender’s participating interest in a Swingline Loan, the Swingline Lender receives any
payment on account thereof, the Swingline Lender will distribute to such Lender its participating interest in such amount (appropriately
adjusted, in the case of interest payments, to reflect the period of time during which such Lender’s participating interest was outstanding
and funded).

Section 2.03. Notice of Borrowings. The Borrower shall give the Administrative Agent notice substantially in the form of Exhibit A
I hereto (a “Notice of Borrowing “) not later than (a) 11:30 A.M. (Charlotte, North Carolina time) on the date of each Base Rate Borrowing and
(b) 12:00 Noon (Charlotte, North Carolina time) on the third Business Day before each Euro-Dollar Borrowing, specifying:

(i) the date of such Borrowing, which shall be a Business Day;

(ii) the aggregate amount of such Borrowing;

(iii) whether such Borrowing is comprised of Revolving Loans or a Swingline Loan;

(iv) in the case of a Revolving Borrowing, the initial Type of the Loans comprising such Borrowing; and

(v) in the case of a Euro-Dollar Borrowing, the duration of the initial Interest Period applicable thereto,
subject to the provisions of the definition of Interest Period.

Notwithstanding the foregoing, no more than six (6) Groups of Euro-Dollar Loans shall be outstanding at any one time, and any Loans which



would exceed such limitation shall be made as Base Rate Loans.

Section 2.04. Notice to Lenders; Funding of Revolving Loans and Swingline Loans.

(a) Notice to Lenders. Upon receipt of a Notice of Borrowing (other than in respect of a Borrowing of a Swingline Loan),
t’ Administrative Agent shall promptly notif’ each Lender of such Lender’s ratable share (if any) of the Borrowing referred to in the Notice of

órrowing, and such Notice of Borrowing shall not thereafter be revocable by the Borrower.

(b) Funding of Loans. Not later than (a) 1:00 P.M. (Charlotte, North Carolina time) on the date of each Base Rate
Borrowing and(b) 12:00 Noon (Charlotte, North Carolina time) on the date of each Euro-Dollar Borrowing, each Lender shall make available its
ratable share of such Borrowing, in Federal or other funds immediately available in Charlotte, North Carolina, to the Administrative Agent at its
address referred to in Section 9.01. Unless the Administrative Agent determines that any applicable condition specified in Article W has not been
satisfied, the Administrative Agent shall apply any funds so received in respect of a Borrowing available to the Borrower at the Administrative
Agent’s address not later than (a) 3:00 P.M. (Charlotte, North Carolina time) on the date of each Base Rate Borrowing and (b) 2:00 P.M.
(Charlotte, North Carolina time) on the date of each Euro-Dollar Borrowing. Revolving Loans to be made for the purpose of refunding Swingline
Loans shall be made by the Lenders as provided in Section 2.02(b).

(c) Funding By the Administrative Agent in Anticipation of Amounts Due from the Lenders. Unless the Administrative
Agent shall have received notice from a Lender prior to the date of any Borrowing (except in the case of a Base Rate Borrowing, in which case
prior to the time of such Borrowing) that such Lender will not make available to the Administrative Agent such Lender’s share of such Borrowing,
the Administrative Agent may assume that such Lender has made such share available to the Administrative Agent on the date of such Borrowing
in accordance with subsection (b) of this Section, and the Administrative Agent may, in reliance upon such assumption, make available to the
Borrower on such date a corresponding amount. If and to the extent that such Lender shall not have so made such share available to the
Administrative Agent, such Lender and the Borrower severally agree to repay to the Administrative Agent forthwith on demand such
corresponding amount, together with interest thereon for each day from the date such amount is made available to the Borrower until the date such
amount is repaid to the Administrative Agent at (i) a rate per annum equal to the higher of the federal Funds Rate and the interest rate applicable
thereto pursuant to Section 2.06, in the case of the Borrower, and (ii) the Federal funds Rate, in the case of such Lender. Any payment by the
Borrower hereunder shall be without prejudice to any claim the Borrower may have against a Lender that shall have failed to make its share of a
Borrowing available to the Administrative Agent. If such Lender shall repay to the Administrative Agent such corresponding amount, such
amount so repaid shall constitute such Lender’s Loan included in such Borrowing for purposes of this Agreement.

(d) Obligations of Lenders Several. The failure of any Lender to make a Loan required to be made by it as part of any
Borrowing hereunder shall not relieve any other Lender of its obligation, if any, hereunder to make any Loan on the date of such Borrowing, but
no Lender shall be responsible for the failure of any other Lender to make the Loan to be made by such other Lender on such date of Borrowing.

Section 2.05. Noteless Agreement: Evidence of thdebtedness.

(a) Each Lender shall maintain in accordance with its usual practice an account or accounts evidencing the indebtedness of
the Borrower to such Lender resulting from each Loan made by such Lender from time to time, including the amounts of principal and interest
payable and paid to such Lender from time to time hereunder.

(b) The Administrative Agent shall also maintain accounts in which it will record (a) the amount of each Loan made
hereunder, the Type thereof and the Interest Period with respect thereto, (b) the amount of any principal or interest due and payable or to become
due and payable from the Borrower to each Lender hereunder and (c) the amount of any sum received by the Administrative Agent hereunder
from the Borrower and each Lender’s share thereof.

(c) The entries maintained in the accounts maintained pursuant to paragraphs (a) and (b) above shall be prima facie
evidence of the existence and amounts of the Obligations therein recorded; provided ,however, that the failure of the Administrative Agent or
any Lender to maintain such accounts or any error therein shall not in any maimer affect the obligation of the Borrower to repay the Obligations in
accordance with their terms.

(d) Any Lender may request that its Loans be evidenced by a Note. In such event, the Borrower shall prepare, execute and
deliver to such Lender a Note payable to the order of such Lender. Thereafter, the Loans evidenced by such Note and interest thereon shall at all
times (including after any assignment pursuant to Section 9.06(c)) be represented by one or more Notes payable to the order of the payee named
therein or any assignee pursuant to Section 9.06(c), except to the extent that any such Lender or assignee subsequently returns any such Note for
cancellation and requests that such Loans once again be evidenced as described in paragraphs (a) and (b) above.

Section 2.06. Interest Rates.

(a) Interest Rate Options. The Loans shall, at the option of the Borrower and except as otherwise provided herein, be
incurred and maintained as, or converted into, one or more Base Rate Loans or Euro-Dollar Loans.

(b) Base Rate Loans. Each Loan which is made as, or converted into, a Base Rate Loan (other than a Swingline Loan)
chall bear interest on the outstanding principal amount thereof, for each day from the date such Loan is made as, or converted into, a Base Rate

an until it becomes due or is converted into a Loan of any other Type, at a rate per annum equal to the sum of the Base Rate for such day plus
e Applicable Percentage for Base Rate Loans for such day. Each Loan which is made as a Swingline Loan shall bear interest on the outstanding

principal amount thereof, for each day from the date such Loan is made until it becomes due at a rate per annum equal to the LIBOR Market Index
Rate for such day plus the Applicable Percentage for Euro-Dollar Loans for such day. Such interest shall, in each case, be payable quarterly in
arrears on each Quarterly Date (or, with respect to Base Rate Loans that are Swingline Loans, as the Swingline Lender and the Borrower may



otherwise agree in writing) and, with respect to the principal amount of any Base Rate Loan (other than a Swirigline Loan)
converted to a Euro-Dollar Loan, on the date such Base Rate Loan is so converted. Any overdue principal of or interest on any Base Rate Loan
shall bear interest, payable on demand, for each day until paid at a rate per annum equal to the sum of 2% plus the rate otherwise applicable to
Base Rate Loans for such day.

() (c) Euro-Dollar Loans. Each Euro-Dollar Loan shall bear interest on the outstanding principal amount thereof for each
y during the Interest Period applicable thereto, at a rate per annum equal to the sum of the Adjusted London Interbank Offered Rate for such

Interest Period plus the Applicable Percentage for Euro-Dollar Loans for such day. Such interest shall be payable for each Interest Period on the
last day thereof and, if such Interest Period is longer than three months, at intervals of three months after the first day thereof. My overdue
principal of or interest on any Euro-Dollar Loan shall bear interest, payable on demand, for each day until paid at a rate per annum equal to the
sum of 2% plus the sum of (A) the Adjusted London Interbanic Offered Rate applicable to such Loan at the date such payment was due plus (B)
the Applicable Percentage for Euro-Dollar Loans for such day (or, if the circumstance described in Section 2.14 shall exist, at a rate per annum
equal to the sum of 2% plus the rate applicable to Base Rate Loans for such day).

(d) Method of Electing Interest Rates.

(i) Subject to Section 2.06(a), the Loans included in each Revolving Borrowing shall bear interest initially
at the type of rate specified by the Borrower in the applicable Notice of Borrowing. Thereafter, with respect to each Group of Loans, the
Borrower shall have the option (A) to convert all or any part of (y) so long as no Default is in existence on the date of conversion,
outstanding Base Rate Loans to Euro-Dollar Loans and fz) outstanding Euro-Dollar Loans to Base Rate Loans; provided, in each case,
that the amount so converted shall be equal to $10,000,000 or any larger integral multiple of $1,000,000, or (B) upon the expiration of
any Interest Period applicable to outstanding Euro-Dollar Loans, so long as no Default is in existence on the date of continuation, to
continue all or any portion of such Loans, equal to $10,000,000 and any larger integral multiple of $1,000,000 in excess of that amount as
Euro-Dollar Loans. The Interest Period of any Base Rate Loan converted to a Euro-Dollar Loan pursuant to clause(A) above shall
commence on the date of such conversion. The succeeding Interest Period of any Euro-Dollar Loan continued pursuant to clause (B)
above shall commence on the last day of the Interest Period of the Loan so continued. Euro-Dollar Loans may only be converted on the
last day of the then current Interest Period applicable thereto or on the date required pursuant to Section 2.18.

(ii) The Borrower shall deliver a written notice of each such conversion or continuation (a “Notice of
Conversion/Continuation “) to the Administrative Agent no later than (A) 12:00 Noon (Charlotte, North Carolina time) at least three (3)
Business Days before the effective date of the proposed conversion to, or continuation of, a Euro Dollar Loan and (B) 11:30 A.M.
(Charlotte, North Carolina time) on the day of a conversion to a Base Rate Loan. A written Notice of Conversion/Continuation shall be
substantially in the form of Exhibit A-2 attached hereto and shall specify: (A) the Group of Loans (or portion thereof) to which such
notice applies, (B) the proposed conversion/continuation date (which shall be a Business Day), (C) the aggregate amount of the Loans
being converted/continued, (D) an election between the Base Rate and the Adjusted London Interbank Offered Rate and (E) in the case of
a conversion to, or a continuation of, Euro-Dollar Loans, the requested Interest Period. Upon receipt of a Notice of
Conversion/Continuation, the Administrative Agent shall give each Lender prompt notice of the contents thereof and such Lender’s pro
rata share of all conversions and continuations requested therein. If no timely Notice of Conversion/Continuation is delivered by the
Borrower as to any Euro-Dollar Loan, and such Loan is not repaid by the Borrower at the end of the applicable Interest Period, such Loan
shall be converted automatically to a Base Rate Loan on the last day of the then applicable Interest Period.

(e) Determination and Notice of Interest Rates. The Administrative Agent shall determine each interest rate applicable to
the Loans hereunder. The Administrative Agent shall give prompt notice to the Borrower and the participating Lenders of each rate of interest so
determined, and its determination thereof shall be conclusive in the absence of manifest error. Any notice with respect to Euro-Dollar Loans shall,
without the necessity of the Administrative Agent so stating in such notice, be subject to adjustments in the Applicable Percentage applicable to
such Loans after the beginning of the Interest Period applicable thereto. When during an Interest Period any event occurs that causes an
adjustment in the Applicable Percentage applicable to Loans to which such Interest Period is applicable, the Administrative Agent shall give
prompt notice to the Borrower and the Lenders of such event and the adjusted rate of interest so determined for such Loans, and its determination
thereof shall be conclusive in the absence of manifest error.

Section 2.07. Fees.

(a) Commitment Fees. The Borrower shall pay to the Administrative Agent for the account of each Lender a fee (the”
Commitment fee “) for each day at a rate per annum equal to the Applicable Percentage for the Commitment Fee for such day. The Commitment
fee shall accrue from and including the Effective Date to but excluding the last day of the Availability Period on the amount by which such
Lendefs Commitment exceeds the sum of its Revolving Outstandings (solely for this purpose, exclusive of Swingline Exposure) on such
day. The Commitment Fee shall be payable on the last day of each of March, June, September and December and on the Termination Date.

(b) Letter of Credit Fees. The Borrower shall pay to the Administrative Agent a fee (the “ Letter of Credit fee “) for each
day at a rate per annum equal to the Applicable Percentage for the Letter of Credit Fee for such day. The Letter of Credit fee shall accrue from
and including the Effective Date to but excluding the last day of the Availability Period on the aggregate amount available for drawing under any
Letters of Credit outstanding on such day and shall be payable for the account of the Lenders ratably in proportion to their participations in such
Letter(s) of Credit. In addition, the Borrower shall pay to each Issuing Lender a fee (the “ Fronting Fee

“
in respect of each Letter of Credit

issued by such Issuing Lender computed at the rate of 0.20% per annum on the average amount available for drawing under such Letter(s) of
)redit. fronting fees shall be due and payable quarterly in arrears on each Quarterly Date and on the Termination Date (or such earlier date as all

“—ietters of Credit shall be canceled or expire). In addition, the Borrower agrees to pay to each Issuing Lender, upon each issuance of, payment
under, and/or amendment of, a Letter of Credit, such amount as shall at the time of such issuance, payment or amendment be the administrative
charges and expenses which such Issuing Lender is customarily charging for issuances of, payments under, or amendments to letters of credit
issued by it.



(c) Payments. Except as otherwise provided in this Section 2.07, accrued fees under this Section 2.07 in respect of Loans
and Letter of Credit Liabilities shall be payable quarterly in arrears on each Quarterly Date, on the last day of the Availability Period and, if later,
on the date the Loans and Letter of Credit Liabilities shall be repaid in theft entirety. Fees paid hereunder shall not be refundable under any
circumstances.

Section 2.08. Adjustments of Commitments.

(a) Optional Termination or Reductions of Commitments (Pro-Rata). The Borrower may, upon at least three Business
Days’ prior written notice to the Administrative Agent, permanently (i) terminate the Commitments, if there are no Revolving Outstandings at
such time or (ii) ratably reduce from time to tune by a minimum amount of $10,000,000 or any larger integral multiple of $5,000,000, the
aggregate amount of the Commitments in excess of the aggregate Revolving Outstandings. Upon receipt of any such notice, the Administrative
Agent shall promptly notil5’ the Lenders. If the Commitments are terminated in theft entirety, all accrued fees shall be payable on the effective
date of such termination.

(b) Optional Termination of Commitments (Non-Pro-Rata). If (i) any Lender has demanded compensation or
indemnification pursuant to Sections 2.14, 2.15, 2.16 or 2.17, (ii) the obligation of any Lender to make Euro-Dollar Loans has been suspended
pursuant to Section 2.15 or (iii) any Lender is a Defaulting Lender (each such Lender described in clauses (i), (ii) or (iii) being a “Retiring Lender
“), the Borrower shall have the right, if no Default then exists, to replace such Lender with one or more Eligible Assignees (which may be one or
more of the Continuing Lenders) (each a “ Replacement Lender” and, collectively, the” Replacement Lenders “) reasonably acceptable to the
Administrative Agent. The replacement of a Retiring Lender pursuant to this Section 2.08(b) shall be effective on the tenth Business Day (the”
Replacement Date “) following the date of notice given by the Borrower of such replacement to the Retiring Lender and each Continuing Lender
through the Administrative Agent, subject to the satisfaction of the following conditions:

(i) the Replacement Lender shall have satisfied the conditions to assignment and assumption set forth in Section 9.06
(c) (with all fees payable pursuant to Section 9.06(c) to be paid by the Borrower) and, in connection therewith, the Replacement Lender
(s) shall pay:

(A) to the Retiring Lender an amount equal in the aggregate to the sum of (x)
the principal of, and all accrued but unpaid interest on, all outstanding Loans of the Retiring Lender, (y) all unpaid
drawings that have been funded by (and not reimbursed to) the Retiring Lender under Section 3.10, together with all
accrued but unpaid interest with respect thereto and (z) all accrued but unpaid fees owing to the Retiring Lender
pursuant to Section 2.07; and

(B) to the Swingline Lender an amount equal to the aggregate amount owing by
the Retiring Lender to the Swingline Lender in respect of all unpaid refimdings of Swingline Loans requested by the
Swingline Lender pursuant to Section 2.02(b)(i), to the extent such amount was not theretofore funded by such Retiring
Lender; and

(C) to the Issuing Lenders an amount equal to the aggregate amount owing by
the Retiring Lender to the Issuing Lenders as reimbursement pursuant to Section 3.09, to the extent such amount was
not theretofore funded by such Retiring Lender; and

(ii) the Borrower shall have paid to the Administrative Agent for the account of the Retiring Lender an
amount equal to all obligations owing to the Retiring Lender by the Borrower pursuant to this Agreement and the other Loan Documents
(other than those obligations of the Borrower referred to in clause (i)(A) above).

On the Replacement Date, each Replacement Lender that is a New Lender shall become a Lender hereunder and shall succeed to
the obligations of the Retiring Lender with respect to outstanding Swingline Loans and Letters of Credit to the extent of the Commitment of the
Retiring Lender assumed by such Replacement Lender, and the Retiring Lender shall cease to constitute a Lender hereunder; provided , that the
provisions of Sections 2.12, 2.16 , 2.17 and 9.03 of this Agreement shall continue to inure to the benefit of a Retiring Lender with respect to any
Loans made, any Letters of Credit issued or any other actions taken by such Retiring Lender while it was a Lender.

in lieu of the foregoing, subject to Section 2.08(e), upon express written consent of Continuing Lenders holding more than 50%
of the aggregate amount of the Conunitments of the Continuing Lenders, the Borrower shall have the right to permanently tenninate the
Commitment of a Retiring Lender in full. Upon payment by the Borrower to the Administrative Agent for the account of the Retiring Lender of
an amount equal to the sum of (i) the aggregate principal amount of all Loans and Reimbursement Obligations owed to the Retiring Lender and
(ii) all accrued interest, fees and other amounts owing to the Retiring Lender hereunder, including, without limitation, all amounts payable by the
Borrower to the Retiring Lender under Sections 2.12, 2.16 , 2.17 or 9.03 , such Retiring Lender shall cease to constitute a Lender hereunder;
provided , that the provisions of Sections 2.12, 2.16 2.17 and 9.03 of this Agreement shall inure to the benefit of a Retiring Lender with respect
to any Loans made, any Letters of Credit issued or any other actions taken by such Retiring Lender while it was a Lender.

(c) Optional Tennination of Defaulting Lender Commitment (Non-Pro-Rata). At any time a Lender is a Defaulting

4
Lender, subject to Section 2.08(e), the Borrower may terminate in full the Commitment of such Defaulting Lender by giving notice to such

Jefaulting Lender and the Administrative Agent, provided, that, (i) at the time of such termination, (A) no Default has occurred and is continuing
“—<6r alternatively, the Required Lenders shall consent to such termination) and (B) either (x) no Revolving Loans or Swingline Loans are

outstanding or (v) the aggregate Revolving Outstandings of such Defaulting Lender in respect of Revolving Loans is zero; (ii) concurrently with
such tennination, the aggregate Commitments shall be reduced by the Conunitment of the Defaulting Lender; and (iii) concurrently with any
subsequent payment of interest or fees to the Lenders with respect to any period before the tennination of a Defaulting Lender’s Commitment, the



Borrower shall pay to such Defaulting Lender its ratable share (based on its Commitment Ratio before giving effect to such
termination) of such interest or fees, as applicable. The termination of a Defaulting Lender’s Commitment pursuant to this Section 2.08(c) shall
not be deemed to be a waiver of any right that the Borrower, Administrative Agent, any Issuing Lender or any other Lender may have against such
Defaulting Lender.

(d) Termination Date. The Commitments shall terminate on the Termination Date.

(e) Redetermination of Commitment Ratios On the date of termination of the Commitment of a Retiring Lender or
Defaulting Lender pursuant to Section 2.08(b) or (c), the Commitment Ratios of the Continuing Lenders shall be redetermined after giving effect
thereto, and the participations of the Continuing Lenders in and obligations of the Continuing Lenders in respect of any then outstanding
Swingline Loans and Letters of Credit shall thereafter be based upon such redetermined Commitment Ratios (to the extent not previously adjusted
pursuant to Section 2.20). The right of the Borrower to effect such a termination is conditioned on there being sufficient unused availability in the
Commitments of the Continuing Lenders such that the aggregate Revolving Outstandings will not exceed the aggregate Commitments after giving
effect to such termination and redetermination.

Section 2.09. Maturity of Loans; Mandatory Prepayments.

(a) $ cheduled Repayments and Prepayments of Loans: Overline Repayments.

(i) The Revolving Loans shall mature on the Termination Date, and any Revolving Loans, Swingline
Loans and Letter of Credit Liabilities then outstanding (together with accrued interest thereon and fees in respect thereof) shall be due
and payable or, in the case of Letters of Credit, cash collateralized pursuant to Section 2.09(a)(ii), on such date.

(ii) If on any date the aggregate Revolving Outstandings exceed the aggregate amount of the Commitments
(such excess, a “Revolving Outstandings Excess “), the Borrower shall prepay, and there shall become due and payable (together with
accrued interest thereon) on such date, an aggregate principal amount of Revolving Loans andlor Swingline Loans equal to such
Revolving Outstandings Excess. If, at a time when a Revolving Outstandings Excess exists and (x) no Revolving Loans or Swingline
Loans are outstanding or (y) the Commitment has been terminated pursuant to this Agreement and, in either case, any Letter of Credit
Liabilities remain outstanding, then, in either case, the Borrower shall cash collateralize any Letter of Credit Liabilities by depositing into
a cash collateral account established and maintained (including the investments made pursuant thereto) by the Administrative Agent
pursuant to a cash collateral agreement in fom and substance satisfactory to the Administrative Agent an amount in cash equal to the
then outstanding Letter of Credit Liabilities. In determining Revolving Outstandings for purposes of this clause (ii), Letter of Credit
Liabilities shall be reduced to the extent that they are cash collateralized as contemplated by this Section 2.09(a)(ii).

(b) Applications of Prepayments and Reductions.

(i) Each payment or prepayment of Loans pursuant to this Section 2.09 shall be applied ratably to the
respective Loans of all of the Lenders.

(ii) Each payment of principal of the Loans shall be made together with interest accrued on the amount
repaid to the date of payment.

(iii) Each payment of the Loans shall be applied to such Groups of Loans as the Borrower may designate
(or, failing such designation, as determined by the Athninistrative Agent).

Section 2.10. Optional Prepayments and Repayments.

(a) Prepayments of Loans. Other than in respect of Swingline Loans, the repayment of which is governed pursuant to
Section 2.02(b), subject to Section 2.12, the Borrower may (i) upon at least one (1) Business Day’s notice to the Administrative Agent, prepay any
Base Rate Borrowing or (ii) upon at least three (3) Business Days’ notice to the Administrative Agent, prepay any Euro-Dollar Borrowing, in each
case in whole at any time, or from time to time in part in amounts aggregating $10,000,000 or any larger integral multiple of $1,000,000, by
paying the principal amount to be prepaid together with accrued interest thereon to the date of prepayment. Each such optional prepayment shall
be applied to prepay ratably the Loans of the several Lenders included in such Borrowing.

(b) Notice to Lenders. Upon receipt of a notice of prepayment pursuant to Section 2.10(a), the Administrative Agent shall
promptly noti1’ each Lender of the contents thereof and of such Lender’s ratable share (if any) of such prepayment, and such notice shall not
thereafter be revocable by the Borrower.

Section 2.11. General Provisions as to Payments.

(a) Payments by the Borrower. The Borrower shall make each payment of principal of and interest on the Loans and
Letter of Credit Liabilities and fees hereunder (other than fees payable directly to the Issuing Lenders) not later than 12:00 Noon (Charlotte, North
Carolina time) on the date when due, without set-off, counterclaim or other deduction, in Federal or other funds immediately available in
Charlotte. North Carolina, to the Administrative Agent at its address referred to in Section 9.01. The Administrative Agent will promptly

jstribute to each Lender its ratable share of each such payment received by the Administrative Agent for the account of the Lenders. Whenever
‘-_d-iy payment of principal of or interest on the Base Rate Loans or Letter of Credit Liabilities or of fees shall be due on a day which is not a

Business Day, the date for payment thereof shall be extended to the next succeeding Business Day. Whenever any payment of principal of or
interest on the Euro-Dollar Loans shall be due on a day which is not a Business Day, the date for payment thereof shall be extended to the next
succeeding Business Day unless such Business Day falls in another calendar month, in which case the date for payment thereof shall be the next



preceding Business Day. If the date for any payment of principal is extended by operation of law or otherwise, interest
thereon shall be payable for such extended time.

(b) Distributions by the Administrative Agent. Unless the Administrative Agent shall have received notice from the
orrower prior to the date on which any payment is due to the Lenders hereunder that the Borrower will not make such payment in full, the

istrative Agent may assume that the Borrower has made such payment in full to the Administrative Agent on such date, and the
dininistrative Agent may, in reliance upon such assumption, cause to be distributed to each Lender on such due date an amount equal to the

amount then due such Lender. If and to the extent that the Borrower shall not have so made such payment, each Lender shall repay to the
Administrative Agent forthwith on demand such amount distributed to such Lender together with interest thereon, for each day from the date such
amount is distributed to such Lender until the date such Lender repays such amount to the Administrative Agent, at the federal funds Rate.

Section 2.12. Funding Losses. If the Borrower makes any payment of principal with respect to any Euro-Dollar Loan pursuant to the
terms and provisions of this Agreement (any conversion of a Euro-Dollar Loan to a Base Rate Loan pursuant to Section 2.18 being treated as a
payment of such Euro-Dollar Loan on the date of conversion for purposes of this Section 2.12) on any day other than the last day of the Interest
Period applicable thereto, or the last day of an applicable period fixed pursuant to Section 2.06(c), or if the Borrower fails to borrow, convert or
prepay any Euro-Dollar Loan after notice has been given in accordance with the provisions of this Agreement, or in the event of payment in
respect of any Euro-Dollar Loan other than on the last day of the Interest Period applicable thereto as a result of a request by the Borrower
pursuant to Section 2.08(b), the Borrower shall reimburse each Lender within fifteen (15) days after demand for any resulting loss or expense
incurred by it (and by an existing Participant in the related Loan), including, without limitation, any loss incurred in obtaining, liquidating or
employing deposits from third parties, but excluding loss of margin for the period after any such payment or failure to borrow or prepay; provided,
that such Lender shall have delivered to the Borrower a certificate as to the amount of such loss or expense, which certificate shall be conclusive
in the absence of manifest error.

Section 2.13. Computation of Interest and Fees. Interest on Loans based on the Prime Rate hereunder and Letter of Credit Fees shall
be computed on the basis of a year of 365 days (or 366 days in a leap year) and paid for the actual number of days elapsed. All other interest and
fees shall be computed on the basis of a year of 360 days and paid for the actual number of days elapsed (including the first day but excluding the
last day).

Section 2.14. Basis for Determining Interest Rate Inadequate. Unfair or Unavailable. If on or prior to the first day of any Interest
Period for any Euro-Dollar Loan: (a) Lenders having 50% or more of the aggregate amount of the Commitments advise the Administrative Agent
that the Adjusted London hiterbank Offered Rate as determined by the Administrative Agent, will not adequately and fairly reflect the cost to such
Lenders of funding their Euro-Dollar Loans for such interest Period; or (b) the Administrative Agent shall determine that no reasonable means
exists for determining the Adjusted London Interbanic Offered Rate, the Administrative Agent shall forthwith give notice thereof to the Borrower
and the Lenders, whereupon, until the Administrative Agent notifies the Borrower and the Lenders that the circumstances giving rise to such

pension no longer exist, (1) the obligations of the Lenders to make Euro-Dollar Loans, or to convert outstanding Loans into Euro-Dollar Loans
)all be suspended; and (ii) each outstanding Euro-Dollar Loan shall be converted into a Base Rate Loan on the last day of the current Interest

Period applicable thereto. Uniess the Borrower notifies the Administrative Agent at least two (2) Domestic Business Days before the date of(or,
if at the time the Borrower receives such notice the day is the date of, or the date innnediately preceding, the date of such Euro-Dollar Borrowing,
by 10:00 A.M. on the date of) any Euro-Dollar Borrowing for which a Notice of Borrowing has previously been given that it elects not to borrow
on such date, such Borrowing shall instead be made as a Base Rate Borrowing.

Section 2.15. Illegality . If, on or after the date of this Agreement, the adoption of any applicable law, rule or regulation, or any
change in any applicable law, rule or regulation, or any change in the interpretation or administration thereof by any Governmental Authority,
central bank or comparable agency charged with the interpretation or administration thereof, or compliance by any Lender (or its Euro-Dollar
Lending Office) with any request or directive (whether or not having the force of law) of any such authority, central bank or comparable agency
shall make it unlawful or impossible for any Lender (or its Euro-Dollar Lending Office) to make, maintain or fund its Euro-Dollar Loans and such
Lender shall so notify the Administrative Agent, the Administrative Agent shall forthwith give notice thereof to the other Lenders and the
Borrower, whereupon until such Lender notifies the Borrower and the Administrative Agent that the circumstances giving rise to such suspension
no longer exist, the obligation of such Lender to make Euro-Dollar Loans, or to convert outstanding Loans into Euro-Dollar Loans, shall be
suspended. Before giving any notice to the Administrative Agent pursuant to this Section, such Lender shall designate a different Euro-Dollar
Lending Office if such designation will avoid the need for giving such notice and will not, in the judgment of such Lender, be otherwise
disadvantageous to such Lender. If such notice is given, each Euro-Dollar Loan of such Lender then outstanding shall be converted to a Base Rate
Loan either (1) on the last day of the then current Interest Period applicable to such Euro-Dollar Loan if such Lender may lawfully continue to
maintain and fund such Loan to such day or (ii) immediately if such Lender shall determine that it may not lawfully continue to maintain and fund
such Loan to such day.

Section 2.16. Increased Cost and Reduced Return.

(a) Increased Costs . If after the Effective Date, the adoption of any applicable law, rule or regulation, or any change in
any applicable law. rule or regulation, or any change in the interpretation or administration thereof by any Governmental Authority, central bank
or comparable agency charged with the interpretation or administration thereof, or compliance by any Lender (or its Applicable Lending Office)
with any request or directive (whether or not having the force of law) of any such authority, central banic or comparable agency shall impose,
modify or deem applicable any reserve (including, without limitation, any such requirement imposed by the Board of Governors of the federal
Reserve System). special deposit, insurance assessment or similar requirement against Letters of Credit issued or participated in by, assets of,

posits with or for the account of or credit extended by, any Lender (or its Applicable Lending Office) or shall impose on any Lender (or its
ppticable Lending Office) or on the United States market for certificates of deposit or the London interbank market any other condition affecting

its Euro-Dollar Loans, Notes, obligation to make Euro-Dollar Loans or obligations hereunder in respect of Letters of Credit, and the result of any
of the foregoing is to increase the cost to such Lender (or its Applicable Lending Office) of making or maintaining any Euro-Dollar Loan, or of
issuing or participating in any Letter of Credit, or to reduce the amount of any sum received or receivable by such Lender (or its Applicable



Lending Office) under this Agreement or under its Notes with respect thereto, then, within fifteen (15) days after demand by
such Lender (with a copy to the Administrative Agent), the Borrower shall pay to such Lender such additional amount or amounts, as determined
by such Lender in good faith, as will compensate such Lender for such increased cost or reduction, solely to the extent that any such additional
amounts were incurred by the Lender within ninety (90) days of such demand.

(b) Capital Adequacy. If any Lender shall have determined that, after the Effective Date, the adoption of any applicable
w, rule or regulation regarding capital adequacy or liquidity, or any change in any such law, rule or regulation, or any change in the
interpretation or administration thereof by any Governmental Authority, central bank or comparable agency charged with the interpretation or
administration thereof, or any request or directive regarding capital adequacy (whether or not having the force of law) of any such authority,
central bank or comparable agency, has or would have the effect of reducing the rate of return on capital of such Lender (or any Person controlling
such Lender) as a consequence of such Lender’s obligations hereunder to a level below that which such Lender (or any Person controlling such
Lender) could have achieved but for such adoption, change, request or directive (taking into consideration its policies with respect to capital
adequacy), then from time to time, within fifleen (15) days after demand by such Lender (with a copy to the Administrative Agent), the Borrower
shall pay to such Lender such additional amount or amounts as will compensate such Lender (or any Person controlling such Lender) for such
reduction, solely to the extent that any such additional amounts were incurred by the Lender within ninety (90) days of such demand.

(c) Notices. Each Lender will promptly notify the Borrower and the Administrative Agent of any event of which it has
knowledge, occurring after the Effective Date, that will entitle such Lender to compensation pursuant to this Section and will designate a different
Applicable Lending Office if such designation will avoid the need for, or reduce the amount of, such compensation and will not, in the judgment
of such Lender, be otherwise disadvantageous to such Lender. A certificate of any Lender claiming compensation under this Section and setting
forth in reasonable detail the additional amount or amounts to be paid to it hereunder shall be conclusive in the absence of manifest error. In
determining such amount, such Lender may use any reasonable averaging and attribution methods.

(d) Notwithstanding anything to the contrary herein, (x) the Dodd-Frank Wall Street Reform and Consumer Protection Act
and all requests, rules, guidelines or directives thereunder or issued in connection therewith and (y) all requests, rules, guidelines or directives
promulgated by the Bank for International Settlements, the Basel Committee on Banking Supervision (or any successor or similar authority) or the
United States or foreign regulatory authorities, in each case pursuant to Basel III, shall in each case be deemed to be a “change in law” under this
Article II regardless of the date enacted, adopted or issued.

Section 2.17. Taxes.

(a) Payments Net of Certain Taxes. Any and all payments by the Borrower to or for the account of any Lender or any
Agent hereunder or under any other Loan Document shall be made free and clear of and without deduction for any and all present or future taxes,
duties, levies, imposts, deductions, charges and withholdings and all liabilities with respect thereto, excluding: (i) taxes imposed on or measured

the net income (including branch profits or similar taxes) of, and gross receipts, franchise or similar taxes imposed on, any Agent or any
nder by the jurisdiction (or subdivision thereof) under the laws of which such Lender or Agent is organized or in which its principal executive

office is located or, in the case of each Lender, in which its Applicable Lending Office is located, (ii) in the case of each Lender, any United States
withholding tax imposed on such payments, but only to the extent that such Lender is subject to United States withholding tax at the time such
Lender first becomes a party to this Agreement or changes its Applicable Lending Office, (iii) any backup withholding tax imposed by the United
States (or any state or locality thereof) on a Lender or Administrative Agent that is a “United States person” within the meaning of Section 7701
(a)(30) of the Internal Revenue Code, and (iv) any taxes imposed by FATCA (all such nonexcluded taxes, duties, levies, imposts, deductions,
charges, withholdings and liabilities being hereinafter referred to as” Taxes “). lithe Borrower shall be required by law to deduct any Taxes from
or in respect of any sum payable hereunder or under any other Loan Document to any Lender or any Agent, (i) the sum payable shall be increased
as necessary so that after making all such required deductions (including deductions applicable to additional sums payable under this Section 2.17
(a)) such Lender or Agent (as the case may be) receives an amount equal to the sum it would have received had no such deductions been made, (ii)
the Borrower shall make such deductions, (iii) the Borrower shall pay the full amount deducted to the relevant taxation authority or other authority
in accordance with applicable law and (iv) the Borrower shall furnish to the Administrative Agent, for delivery to such Lender, the original or a
certified copy of a receipt evidencing payment thereof.

(b) Other Taxes. In addition, the Borrower agrees to pay any and all present or future stamp or court or documentary
taxes and any other excise or property taxes, or similar charges or levies, which arise from any payment made pursuant to this Agreement, any
Note or any other Loan Document or from the execution, delivery, performance, registration or enforcement of, or otherwise with respect to, this
Agreement, any Note or any other Loan Document (cotlectively,” Other Taxes “).

(c) Indeimiification. The Borrower agrees to indenmify each Lender and each Agent for the full amount of Taxes and
Other Taxes (including, without limitation, any Taxes or Other Taxes imposed or asserted by any jurisdiction on amounts payable under this
Section 2.17(c)), whether or not correctly or legally asserted, paid by such Lender or Agent (as the case may be) and any liability (including
penalties, interest and expenses) arising therefrom or with respect thereto as certified in good faith to the Borrower by each Lender or Agent
seeking indemnification pursuant to this Section 2.17(c). This indemnification shall be paid within 15 days after such Lender or Agent (as the
case may be) makes demand therefor.

(d) Refunds or Credits. If a Lender or Agent receives a refund, credit or other reduction from a taxation authority for any
Taxes or Other Taxes for which it has been indenmified by the Borrower or with respect to which the Borrower has paid additional amounts‘“ursuant to this Section 2.17, it shall within fifteen (15) days from the date of such receipt pay over the amount of such refund, credit or other

luction to the Borrower (but only to the extent of indenmity payments made or additional amounts paid by the Borrower under this Section 2.17
ith respect to the Taxes or Other Taxes giving rise to such refund, credit or other reduction), net of all reasonable out-of-pocket expenses of such

Lender or Agent (as the case may be) and without interest (other than interest paid by the relevant taxation authority with respect to such refund,
credit or other reduction): provided, however, that the Borrower agrees to repay, upon the request of such Lender or Agent (as the case may be).
the amount paid over to the Borrower (plus penalties, interest or other charges) to such Lender or Agent in the event such Lender or Agent is



required to repay such refund or credit to such taxation authority.

(e) Tax Forms and Certificates. On or before the date it becomes a party to this Agreement, from time to time thereafter if
reasonably requested by the Borrower or the Administrative Agent, and at any time it changes its Applicable Lending Office: (i) each Lender that

a “United States person” within the meaning of Section 7701(a)(30) of the Internal Revenue Code shall deliver to the Borrower and the
( )lministrative Agent two (2) properly completed and duly executed copies of Internal Revenue Service Form W-9, or any successor form

escribed by the Internal Revenue Service, or such other documentation or information prescribed by applicable law or reasonably requested by
the Borrower or the Administrative Agent, as the case may be, certifying that such Lender is a United States person and is entitled to an exemption
from United States backup withholding tax or information reporting requirements; and (ii) each Lender that is not a “United States person” within
the meaning of Section 770 l(a)(30) of the Internal Revenue Code (a “Non-U.S. Lender “) shall deliver to the Borrower and the Administrative
Agent: (A) two (2) properly completed and duly executed copies of Internal Revenue Service Form W-$ BEN, or any successor form prescribed
by the Internal Revenue Service, certifying that such Non-U.S. Lender is entitled to the benefits under an income tax treaty to which the United
States is a party which exempts the Non-U.S. Lender from United States withholding tax or reduces the rate of withholding tax on payments of
interest for the account of such Non-U.S. Lender; (B) two (2) properly completed and duly executed copies of Internal Revenue Service form W
$ ECI, or any successor form prescribed by the Internal Revenue Service, certifying that the income receivable pursuant to this Agreement and the
other Loan Documents is effectively connected with the conduct of a trade or business in the United States; or (C) two (2) properly completed and
duly executed copies of Internal Revenue Service Form W-$ BEN, or any successor form prescribed by the Internal Revenue Service, together
with a certifIcate to the effect that (x) such Non-U.S. Lender is not (1) a “bank” within the meaning of Section 8$l(c)(3)(A) of the internal
Revenue Code, (2) a “10-percent shareholder” of the Borrower within the meaning of Section $71(h)(3)(B) of the Internal Revenue Code, or (3) a
“controlled foreign corporation” that is described in Section 8$l(c)(3)(C) of the Internal Revenue Code and is related to the Borrower within the
meaning of Section $64(d)(4) of the Internal Revenue Code and (y) the interest payments in question are not effectively connected with a U.S.
trade or business conducted by such Non-U.S. Lender or are effectively connected but are not includible in the Non-U.S. Lender’s gross income
for United States federal income tax purposes under an income tax treaty to which the United States is a party; or (D) to the extent the Non-U.S.
Lender is not the beneficial owner, two (2) properly completed and duly executed copies of Internal Revenue Service Form W-$ IMY, or any
successor form prescribed by the Internal Revenue Service, accompanied by an Internal Revenue Service Form W-$ ECI, W-8 BEN, W-9, andlor
other certification documents from each beneficial owner, as applicable. If a payment made to a Lender under any Loan Document would be
subject to U.S. federal withholding tax imposed by FATCA if such Lender fails to comply with the applicable reporting requirements of FATCA
(including those contained in Section 1471(b) or 1472(b) of the Internal Revenue Code, as applicable), such Lender shall deliver to the Borrower
and the Administrative Agent at the time or times prescribed by law and at such time or times reasonably requested by the Borrower or the
Administrative Agent such documentation prescribed by applicable law (including as prescribed by Section 147 l(b)(3)(C)(i) of the Internal
Revenue Code) and such additional documentation reasonably requested by the Borrower or the Administrative Agent as may be necessary for the
Borrower and the Administrative Agent to comply with their obligations under FATCA and to determine that such Lender has complied with such
Lender’s obligations under FATCA or to determine the amount to deduct and withhold from such payment. Solely for purposes of this clause (e),
“FATCA” shall include any amendments made to FATCA after the date of this Agreement. In addition, each Lender agrees that from time to time‘ ler the Effective Date, when a lapse in time or change in circumstances renders the previous certification obsolete or inaccurate in any material

pect, it will deliver to the Borrower and the Administrative Agent two new accurate and complete signed originals of internal Revenue Service
Form W-9, W-8 BEN, W-8 ECI or W-$ IMY or FATCA-related documentation described above, or successor forms, as the case may be, and such
other forms as may be required in order to confirm or establish the entitlement of such Lender to a continued exemption from or reduction in
United States withholding tax with respect to payments under this Agreement and any other Loan Document, or it shall immediately notify the
Borrower and the Administrative Agent of its inability to deliver any such Form or certificate.

(1) Exclusions. The Borrower shall not be required to indemnify any Non-U.S. Lender, or to pay any additional amount to
any Non-U.S. Lender, pursuant to Section 2.17(a) ,(b) or (c) in respect of Taxes or Other Taxes to the extent that the obligation to indemnify or
pay such additional amounts would not have arisen but for the failure of such Non-U.S. Lender to comply with the provisions of subsection (e)
above.

(g) Mitigation. lithe Borrower is required to pay additional amounts to or for the account of any Lender pursuant to this
Section 2.17, then such Lender will use reasonable efforts (which shall include efforts to rebook the Revolving Loans held by such Lender to a
new Applicable Lending Office, or through another branch or affiliate of such Lender) to change the jurisdiction of its Applicable Lending Office
i, in the good faith judgment of such Lender, such efforts (i) will eliminate or, if it is not possible to eliminate, reduce to the greatest extent
possible any such additional payment which may thereafter accrue and (ii) is not otherwise disadvantageous, in the sole determination of such
Lender, to such Lender. My Lender claiming any indenmity payment or additional amounts payable pursuant to this Section shall use reasonable
efforts (consistent with legal and regulatory restrictions) to deliver to Borrower any certificate or document reasonably requested in writing by the
Borrower or to change the jurisdiction of its Applicab]e Lending Office if the making of such a filing or change would avoid the need for or
reduce the amount of any such indemnity payment or additional amounts that may thereafter accrue and would not, in the sole determination of
such Lender, be otherwise disadvantageous to such Lender.

(h) Confidentiality. Nothing contained in this Section shall require any Lender or any Agent to make available any of its
tax returns (or any other information that it deems to be confidential or proprietary).

Section 2.18. Base Rate Loans Substituted for Affected Euro-Dollar Loans. If(a) the obligation of any Lender to make or maintain,
otto convert outstanding Loans to, Euro-Dollar Loans has been suspended pursuant to Section 2.15 or (b) any Lender has demanded
compensation under Section 2.16(a) with respect to its Euro-Dollar Loans and, in any such case, the Borrower shall, by at least four Business
Days’ prior notice to such Lender through the Administrative Agent, have elected that the provisions of this Section shall apply to such Lender,

)en, unless and until such Lender notifies the Borrower that the circumstances giving rise to such suspension or demand for compensation no
“—c6nger apply:

(i) all Loans which would otherwise be made by such Lender as (or continued as or converted into) Euro
Dollar Loans shall instead be Base Rate Loans (on which interest and principal shall be payable contemporaneously with the related



Euro-Dollar Loans of the other Lenders); and

(ii) after each of its Euro-Dollar Loans has been repaid, all payments of principal that would otherwise be
applied to repay such Loans shall instead be applied to repay its Base Rate Loans.

(“)such Lender notifies the Borrower that the circumstances giving rise to such notice no longer apply, the principal amount of each such Base
ate Loan shall be converted into a Euro-Dollar Loan on the first day of the next succeeding Interest Period applicable to the related Euro-Dollar

Loans of the other Lenders.

Section 2.19. [Reserved.]

Section 2.20. Defaulting Lenders.

(a) Notwithstanding any provision of this Agreement to the contrary, if any Lender becomes a Defaulting Lender, then the
following provisions shall apply for so long as such Lender is a Defaulting Lender:

(i) fees shall cease to accrue on the unfunded portion of the Commitment of such Defaulting Lender
pursuant to Section 2 .07(a);

(ii) with respect to any Letter of Credit Liabilities or Swingline Exposure of such Defaulting Lender that
exists at the time a Lender becomes a Defaulting Lender or thereafter:

(A) all or any part of such Defaulting Lender’s Letter of Credit Liabilities and
its Swingline Exposure shall be reallocated among the Non-Defaulting Lenders in accordance with their respective
Commitment Ratios (calculated without regard to such Defaulting Lender’s Commitment) but only to the extent that
(x) the conditions set forth hi Section 4.02 are satisfied at such time and (y) such reallocation does not cause the
Revolving Outstandings of any Non-Defaulting Lender to exceed such Non-Defaulting Lender’s Commitment;

(B) if the realtocation described in clause (ii)(A) above cannot, or can only
partially, be effected, each Issuing Lender and the Swingline Lender, in its discretion may require the Borrower to
(i) reimburse all amounts paid by an Issuing Lender upon any drawing under a Letter of Credit, (ii) repay an
outstanding Swingline Loan, and/or (iii) cash collateralize (in accordance with Section 2.09(a)(ii)) all obligations of
such Defaulting Lender in respect of outstanding Letters of Credit and Swingline Loans, in each case, in an amount at
least equal to the aggregate amount of the obligations (contingent or otherwise) of such Defaulting Lender in respect of
such Letters of Credit or Swingline Loans (after giving effect to any partial reallocation pursuant to Section 2.20(a)(ii)
(A) above);

(iii) if the Borrower cash collateralizes any portion of such Defaulting Lender’s pursuant to Section 2.20(a)
(ii)(B) then the Borrower shall not be required to pay any fees to such Defaulting Lender pursuant to Section 2.07(b) with respect to such
Defaulting Lender’s Letter of Credit Liabilities during the period such Defaulting Lender’s Letter of Credit Liabilities are cash
collateralized;

(iv) if the Letter of Credit Liabilities and/or Swingline Exposure of the Non-Defaulting Lenders is
reallocated pursuant to Section 2.20(a)(ii)(A) above, then the fees payable to the Lenders pursuant to Section 2.07(a) and Section 2.07(b)
shall be adjusted in accordance with such Non-Defaulting Lenders’ Commitment Ratios (calculated without regard to such Defaulting
Lender’s Commitment); and

(v) if any Defaulting Lender’s Letter of Credit Liabilities and/or Swingilne Exposure is neither reimbursed,
repaid, cash collateralized nor reallocated pursuant to this Section 2.20(a)(ii), then, without prejudice to any rights or remedies of the
Issuing Lenders, the Swingline Lender or any other Lender hereunder, all fees that otherwise would have been payable to such Defaulting
Lender (solely with respect to the portion of such Defaulting Lender’s Commitment that was utilized by such Letter of Credit Liabilities
and/or Swingline Exposure) and letter of credit fees payable under Section 2.07(b) with respect to such Defaulting Lender’s Letter of
Credit Liabilities shall be payable to the Issuing Lenders and the Swingline Lender, pro rata, until such Letter of Credit Liabilities and/or
Swingline Exposure is cash collateralized, reallocated and/or repaid in full.

(b) So long as any Lender is a Defaulting Lender, (i) no Issuing Lender shall be required to issue, amend or increase any
Letter of Credit, unless it is satisfied that the related exposure will be 100% covered by the Commitments of the Non-Defaulting Lenders and/or
cash collateral will be provided by the Borrower in accordance with Section 2.20(a), and participating interests in any such newly issued or
increased Letter of Credit shall be allocated among Non-Defaulting Lenders in a manner consistent with Section 3.05 (and Defaulting Lenders
shall not participate therein) and (ii) the Swingline Lender shall not be required to advance any Swingline Loan, unless it is satisfied that the
related exposure will be 100% covered by the Commitments of the Non-Defaulting Lenders.

ARTICLE III. LETTERS OF CREDIT

Section 3.01. Issuing Lenders. Subject to the terms and conditions hereof, the Borrower may from time to time identify and arrange
for one or more of the Lenders (in addition to the JLA Issuing Banks) to act as Issuing Lenders hereunder. Any such desiation by the Borrower
shall be notified to the Administrative Agent at least four Business Days prior to the first date upon which the Borrower proposes that such Issuing
Lender issue its first Letter of Credit, so as to provide adequate time for such proposed Issuing Lender to be approved by the Administrative Agent



hereunder (such approval not to be unreasonably withheld). Within two Business Days following the receipt of any such designation of a
proposed Issuing Lender, the Administrative Agent shall notify the Borrower as to whether such designee is acceptable to the Administrative
Agent. Nothing contained herein shall be deemed to require any Lender (other than a JLA Issuing Bank) to agree to act as an Issuing Lender, if it
does not so desire.

Section 3.02. Letters of Credit.

(a) Existing Letters of Credit. On the Effective Date, each Issuing Lender (as defined in the Existing Credit Agreement)
that has issued an Existing Letter of Credit shall be deemed, without further action by any party to this Agreement, to have issued such Existing
Letter of Credit under this Agreement pursuant to the terms and subject to the conditions of this Article Ill; provided, that immediately after each
Letter of Credit is deemed to have been issued, the aggregate Revolving Outstandings shall not exceed the aggregate amount of the Commitments.

(b) Additional Letters of Credit. Each Issuing Lender agrees, on the terms and conditions set forth in this Agreement, to
issue Letters of Credit from time to time before the fifth day prior to the Termination Date, for the account, and upon the request, of the Borrower
and in support of such obligations of the Borrower or any Affiliate of the Borrower (other than PPL Energy Supply, LLC) that are reasonably
acceptable to such Issuing Lender: provided , that immediately after each Letter of Credit is issued, (A) the aggregate outstanding amount of
Letter of Credit Liabilities shall not exceed $150,000,000, (B) the aggregate Revolving Outstandings shall not exceed the aggregate amount of the
Commitments and (C) the aggregate fronting exposure of any Issuing Lender shall not exceed its fronting Sublimit.

Section 3.03. Method of Issuance of Additional Letters of Credit. The Borrower shall give an Issuing Lender notice substantially in
the form of Exhibit A-3 to this Agreement (a “Letter of Credit Request”) of the requested issuance or extension of an Additional Letter of Credit
prior to 1:00 P.M. (Charlotte, North Carolina time) on the proposed date of the issuance or extension of Additional Letters of Credit (which shall
be a Business Day) (or such shorter period as may be agreed by such Issuing Lender in any particular instance), specifying the date such Letter of
Credit is to be issued or extended and describing the terms of stich Letter of Credit and the nature of the transactions to be supported thereby. The
extension or renewal of any Letter of Credit shall be deemed to be an issuance of such Letter of Credit, and if any Letter of Credit contains a
provision pursuant to which it is deemed to be extended unless notice of termination is given by an Issuing Lender, such Issuing Lender shall
timely give such notice of termination unless it has theretofore timely received a Letter of Credit Request and the other conditions to issuance of a
Letter of Credit have theretofore been met with respect to such extension. No Letter of Credit shall have a term of more than one year, provided,
that no Letter of Credit shall have a term extending or be so extendible beyond the fifth Business Day before the Termination Date.

Section 3.04. Conditions to Issuance of Letters of Credit. The issuance by an Issuing Lender of each Additional Letter of Credit
shall, in addition to the conditions precedent set forth in Article IV, be subject to the conditions precedent that (i) such Letter of Credit shall be
satisfactory in form and substance to such Issuing Lender, (ii) the Borrower and, if applicable, any such Affiliate of the Borrower, shall have
executed and delivered such other instruments and agreements relating to such Letter of Credit as such Issuing Lender shall have reasonably

‘quested and (iii) such Issuing Lender shall have confirmed on the date of (and after giving effect to) such issuance that (A) the aggregate
)tstanding amount of Letter of Credit Liabilities shall not exceed $150,000,000, (B)the aggregate Revolving Outstandings will not exceed the

aggregate amount of the Commitments and (C) the aggregate fronting exposure of any Issuing Lender shall not exceed the Fronting
Sublimit. Notwithstanding any other provision of this Section 3.04, no Issuing Lender shall be under any obligation to issue any Additional Letter
of Credit if: any order, judgment or decree of any governmental authority shall by its terms purport to enjoin or restrain such Issuing Lender from
issuing such Additional Letter of Credit, or any requirement of law applicable to such Issuing Lender or any request or directive (whether or not
having the force of law) from any governmental authority with jurisdiction over such Issuing Lender shall prohibit, or request that such Issuing
Lender refrain froiii. the issuance of letters of credit generally or such Additional Letter of Credit in particular or shall impose upon such Issuing
Lender with respect to such Additional Letter of Credit any restriction, reserve or capital requirement (for which such Issuing Lender is not
otherwise compensated hereunder) not in effect on the Effective Date, or shall impose upon such Issuing Lender any unreimbursed loss, cost or
expense which was not applicable on the Effective Date and which such Issuing Lender in good faith deems material to it.

Section 3.05. Purchase and Sale of Letter of Credit Participations . Upon the issuance by an Issuing Lender of a Letter of Credit, such
Issuing Lender shall be deemed, without further action by any party hereto, to have sold to each Lender, and each Lender shall be deemed, without
further action by any party hereto, to have purchased from such Issuing Lender, without recourse or warranty, an undivided participation interest
in such Letter of Credit and the related Letter of Credit Liabilities in accordance with its respective Commitment Ratio (although the Fronting fee
payable tmder Section 2.07(b) shall be payable directly to the Administrative Agent for the account of the applicable Issuing Lender, and the
Lenders (other than such Issuing Lender) shall have no right to receive any portion of any such fronting Fee) and any security therefor or guaranty
pertaining thereto.

Section 3.06. Drawings under Letters of Credit. Upon receipt from the beneficiary of any Letter of Credit of any notice of a drawing
under such Letter of Credit, the applicable Issuing Lender shall determine in accordance with the terms of such Letter of Credit whether such
drawing should be honored. If such Issuing Lender determines that any such drawing shall be honored, such Issuing Lender shall make available
to such beneficiary in accordance with the terms of such Letter of Credit the amount of the drawing and shall notify the Borrower as to the amount
to be paid as a result of such drawing and the payment date.

Section 3.07. Reimbursement Obligations. The Borrower shall be irrevocably and unconditionally obligated forthwith to reimburse
the applicable Issuing Lender for any amounts paid by such Issuing Lender upon any drawing under any Letter of Credit, together with any and all
reasonable charges and expenses which such Issuing Lender may pay or incur relative to such drawing and interest on the amount draxvn at the
rate applicable to Base Rate Loans for each day from and including the date such amount is drawn to but excluding the date such reimbursement

)vment is due and payable. Such reimbursement payment shall be due and payable (i) at or before 1:00 P.M. (Charlotte, North Carolina time) on
‘—e date the applicable Issuing Lender notifies the Borrower of such drawing, if such notice is given at or before 10:00 A.M. (Charlotte, North

Carolina time) on such date or (ii) at or before 10:00 A.M. (Charlotte, North Carolina time) on the next succeeding Business Day; provided, that
no payment otherwise required by this sentence to be made by the Borrower at or before 1:00 P.M. (Charlotte, North Carolina time) on any day
shall be overdue hereunder if arrangements for such payment satisfactory to the applicable Issuing Lender, in its reasonable discretion, shalt have



been made by the Borrower at or before I :00 P.M. (Charlotte, North Carolina time) on such day and such payment is actually made at or
before 3:00 P.M. (Charlotte, North Carolina time) on such day. In addition, the Borrower agrees to pay to the applicable Issuing Lender interest,
payable on demand. on any and all amounts not paid by the Borrower to such Issuing Lender when due under this Section 3.07, for each day from
and including the date when such amount becomes due to but excluding the date such amount is paid in full, whether before or after judgment, at a
ate per annum equal to the sum of 2% plus the rate applicable to Base Rate Loans for such day. Each payment to be made by the Borrower

suant to this Section 3.07 shall be made to the applicable Issuing Lender in Federal or other funds immediately available to it at its address
ierred to Section 9.01.

Section 3.08. Duties of Issuing Lenders to Lenders: Reliance. In detennining whether to pay under any Letter of Credit, the relevant
Issuing Lender shall not have any obligation relative to the Lenders participating in such Letter of Credit or the related Letter of Credit Liabilities
other than to detennine that any document or documents required to be delivered under such Letter of Credit have been delivered and that they
substantially comply on theft face with the requirements of such Letter of Credit. Any action taken or omitted to be taken by an Issuing Lender
under or in connection with any Letter of Credit shall not create for such Issuing Lender any resulting liability if taken or omitted in the absence of
gross negligence or willful misconduct. Each Issuing Lender shall be entitled (but not obligated) to rely, and shall be fully protected in relying, on
the representation and warranty by the Borrower set forth in the last sentence of Section 4.02 to establish whether the conditions specified in
clauses (b) and (c) of Section 4.02 are met in connection with any issuance or extension of a Letter of Credit. Each Issuing Lender shall be
entitled to rely, and shall be frilly protected in relying, upon advice and statements of legal counsel, independent accountants and other experts
selected by such Issuing Lender and upon any Letter of Credit, draft, writing, resolution, notice, consent, certificate, affidavit, letter, cablegram,
telegram, telecopier, telex or teletype message, statement, order or other document believed by it in good faith to be genuine and correct and to
have been signed, sent or made by the proper Person or Persons, and may accept documents that appear on their face to be in order, without
responsibility for further investigation, regardless of any notice or information to the contrary unless the beneficiary and the Borrower shall have
notified such Issuing Lender that such documents do not comply with the terms and conditions of the Letter of Credit. Each Issuing Lender shall
be fully justified in refusing to take any action requested of it under this Section in respect of any Letter of Credit unless it shall first have received
such advice or concurrence of the Required Lenders as it reasonably deems appropriate or it shall first be indemnified to its reasonable satisfaction
by the Lenders against any and all liability and expense which may be incurred by it by reason of taking or continuing to take, or omitting or
continuing to omit, any such action. Notwithstanding any other provision of this Section, each Issuing Lender shall in all cases be fully protected
in acting, or in refraining from acting, under this Section in respect of any Letter of Credit in accordance with a request of the Required Lenders,
and such request and any action taken or failure to act pursuant hereto shall be binding upon all Lenders and all future holders of participations in
such Letter of Credit; provided, that this sentence shall not affect any rights the Borrower may have against any Issuing Lender or the Lenders that
make such request.

Section 3.09. Obligations of Lenders to Reimburse Issuing Lender for Unpaid Drawings. If any Issuing Lender makes any payment
under any Letter of Credit and the Borrower shall not have reimbursed such aniount in full to such Issuing Lender pursuant to Section 3.07, such
Issuing Lender shall promptly noti& the Administrative Agent, and the Administrative Agent shall promptly notif’ each Lender (other than the( ‘4evant Issuing Lender), and each such Lender shall promptly and unconditionally pay to the Administrative Agent, for the account of such

uing Lender, such Lender’s share of such payment (determined in accordance with its respective Commitment Ratio) in Dollars in Federal or
other immediately available funds, the aggregate of such payments relating to each unreimbursed amount being referred to herein as a “Mandatory
Letter of Credit Borrowing”; provided, however, that no Lender shall be obligated to pay to the Administrative Agent its pro rata share of such
unreimbursed amount for any wrongful payment made by the relevant Issuing Lender under a Letter of Credit as a result of acts or omissions
constituting willful misconduct or gross negligence by such Issuing Lender. If the Administrative Agent so notifies a Lender prior to 11:00 A.M.
(Charlotte, North Carolina time) on any Business Day, such Lender shall make available to the Administrative Agent at its address referred to in
Section 9.01 and for the account of the relevant Issuing Lender such Lender’s pro rata share of the amount of such payment by 3:00 P.M.
(Charlotte, North Carolina time) on the Business Day following such Lender’s receipt of notice from the Administrative Agent, together with
interest on such amount for each day from and including the date of such drawing to but excluding the day such payment is due from such Lender
at the Federal Funds Rate for such day (which funds the Administrative Agent shall promptly remit to such Issuing Lender). The failure of any
Lender to make available to the Administrative Agent for the account of an Issuing Lender its pro rata share of any unreimbursed drawing under
any Letter of Credit shall not relieve any other Lender of its obligation hereunder to make available to the Administrative Agent for the account of
such Issuing Lender its pro rata share of any payment made under any Letter of Credit on the date required, as specified above, but no such Lender
shall be responsible for the failure of any other Lender to make available to the Administrative Agent for the account of such Issuing Lender such
other Lender’s pro rata share of any such payment. Upon payment in full of all amounts payable by a Lender under this Section 3.09, such Lender
shall be subrogated to the rights of the relevant Issuing Lender against the Borrower to the extent of such Lender’s pro rata share of the related
Letter of Credit Liabilities (including interest accrued thereon). If any Lender fails to pay any amount required to be paid by it pursuant to this
Section 3.09 on the date on which such payment is due, interest shall accrue on such Lender’s obligation to make such payment, for each day from
and including the date such payment became due to but excluding the date such Lender makes such payment, whether before or after judgment, at
a rate per armum equal to (i) for each day from the date such payment is due to the third succeeding Business Day, inclusive, the Federal Funds
Rate for such day as determined by the relevant Issuing Lender and (ii) for each day thereafter, the sum of 2% plus the rate applicable to its Base
Rate Loans for such day. My payment made by any Lender after 3:00 P.M. (Charlotte, North Carolina time) on any Business Day shall be
deemed for purposes of the preceding sentence to have been made on the next succeeding Business Day.

Section 3.10. Funds Received from the Borrower in Respect of Drawn Letters of Credit. Whenever an Issuing Lender receives a
payment of a Reimbursement Obligation as to which the Administrative Agent has received for the account of such Issuing Lender any payments
from the other Lenders pursuant to Section 3.09 above, such Issuing Lender shall pay the amount of such payment to the Administrative Agent,
and the Administrative Agent shall promptly pay to each Lender which has paid its pro rata share thereof in Dollars in Federal or other
inmiediately available funds, an amount equal to such Lender’s pro rata share of the principal amount thereof and interest thereon for each day

L,iter relevant date of payment at the Federal Funds Rate.

Section 3.11. Obligations in Respect of Letters of Credit Unconditional . The obligations of the Borrower under Section 3.07 above
shall be absolute, unconditional and irrevocable, and shall be performed strictly in accordance with the tenns of this Agreement, under all
circumstances whatsoever, including, without limitation, the following circumstances:



(a) any lack of validity or enforceability of this Agreement or any Letter of Credit or any document related hereto or
thereto;

(b) any amendment or waiver of or any consent to departure from all or any of the provisions of this Agreement or any
(“tter of Credit or any document related hereto or thereto;

(c) the use which may be made of the Letter of Credit by, or any acts or omission of a beneficiary of a Letter of Credit (or
any Person for whom the beneficiary may be acting);

(d) the existence of any claim, set-off, defense or other rights that the Borrower may have at any time against a beneficiary
of a Letter of Credit (or any Person for whom the beneficiary may be acting), any Issuing Lender or any other Person, whether in connection with
this Agreement or any Letter of Credit or any document related hereto or thereto or any unrelated transaction;

(e) any statement or any other document presented under a Letter of Credit proving to be forged, fraudulent or invalid in
any respect or any statement therein being untrue or inaccurate in any respect whatsoever;

(f) payment under a Letter of Credit against presentation to an Issuing Lender of a draft or certificate that does not comply
with the terms of such Letter of Credit; provided , that the relevant Issuing Lender’s determination that documents presented under such Letter of
Credit comply with the terms thereof shall not have constituted gross negligence or willful misconduct of such Issuing Lender; or

(g) any other act or omission to act or delay of any kind by any Issuing Lender or any other Person or any other event or
circumstance whatsoever that might, but for the provisions of this subsection (g), constitute a legal or equitable discharge of the Borrower’s
obligations hereunder.

Nothing in this Section 3.11 is intended to limit the right of the Borrower to make a claim against any Issuing Lender for damages as contemplated
by the proviso to the first sentence of Section 3.12.

Section 3.12. Indemnification in Respect of Letters of Credit. The Borrower hereby indemnifies and holds harmless each Lender
(including each Issuing Lender) and the Administrative Agent from and against any and all claims, damages, losses, liabilities, costs or expenses
which such Lender or the Administrative Agent may incur by reason of or in connection with the failure of any other Lender to fulfill or comply
with its obligations to such Issuing Lender hereunder (but nothing herein contained shall affect any rights which the Borrower may have against
such defaulting Lender), and none of the Lenders (including any Issuing Lender) nor the Administrative Agent, their respective affiliates nor any
of their respective officers, directors, employees or agents shall be liable or responsible, by reason of or in connection with the execution and

4 livery or transfer of or payment or failure to pay under any Letter of Credit, including, without limitation, any of the circumstances enumerated
Section 3.11, as well as (i) any error, omission, interruption or delay in transmission or delivery of any messages, by mail, cable, telegraph,

lelex or otherwise, (ii) any error in interpretation of technical terms, (iii) any loss or delay in the transmission of any document required in order to
make a drawing under a Letter of Credit, (iv) any consequences arising from causes beyond the control of such indemnitee, including without
limitation, any government acts, or (v) any other circumstances whatsoever in making or failing to make payment under such Letter of Credit;
provided, that the Borrower shall not be required to indenmil’ any Issuing Lender for any claims, damages, losses, liabilities, costs or expenses,
and the Borrower shall have a claim against such Issuing Lender for direct (but not consequential) damages suffered by it, to the extent found by a
court of competent jurisdiction in a fmat, non-appealable judgment or order to have been caused by (i) the willful misconduct or gross negligence
of such Issuing Lender in determining whether a request presented under any Letter of Credit issued by it complied with the terms of such Letter
of Credit or (ii) such Issuing Lender’s failure to pay under any Letter of Credit issued by it after the presentation to it of a request strictly
complying with the terms and conditions of such Letter of Credit. Nothing in this Section 3.12 is intended to limit the obligations of the Borrower
under any other provision of this Agreement.

Section 3.13. 1SP98 . The rules of the “International Standby Practices 199$” as published by the International Chamber of
Commerce most recently at the time of issuance of any Letter of Credit shall apply to such Letter of Credit unless otherwise expressly provided in
such Letter of Credit.

ARTICLE lv
CONDITIONS

Section 4.01. Conditions to Closing. The obligation of each Lender to make a Loan or issue a Letter of Credit on the occasion of the
first Credit Event hereunder is subject to the satisfaction of the following conditions:

(a) This Agreement. The Administrative Agent shall have received counterparts hereof signed by each of the parties
hereto or, in the case of any party as to which mm executed counterpart shall not have been received, receipt by the Administrative Agent in form
satisfactory to it of telegraphic, telex, facsimile or other written confirmation from such party of execution of a counterpart hereof by such party)
to be held in escrow and to be delivered to the Borrower upon satisfaction of the other conditions set forth in this Section 4.01.

(b) Notes. On or prior to the Effective Date, the Administrative Agent shall have received a duly executed Note for the
ccount of each Lender requesting delivery of a Note pursuant to Section 2.05.

(c) Officers’ Certificates. The Administrative Agent shall have received a certificate dated the Effective Date signed on
behalf of the Borrower by the Chairman of the Board, the President, any Vice President, the Treasurer or the Assistant Treasurer of the Borrower
stating that (A) on the Effective Date and after giving effect to the Loans and Letters of Credit being made or issued on the Effective Date, no
Default shall have occurred and be continuing and (B) the representations and warranties of the Borrower contained in the Loan Documents are



true and correct on and as of the Effective Date, except to the extent that such representations and warranties specifically refer
to an earlier date, in which case they were true and correct as of such earlier date.

(d) Proceedings. On the Effective Date, the Administrative Agent shall have received (1) a certificate of the Secretary of
tate of the Commonwealth of Pennsylvania, dated as of a recent date, as to the good standing of the Borrower and (ii) a certificate of the
cretaiy or an Assistant Secretary of the Borrower dated the Effective Date and certifying (A) that attached thereto is a true, correct and complete
py of (x) the Borrower’s articles of incorporation certified by the Secretary of State of the Commonwealth of Pennsylvania and (y) the bylaws

of the Borrower, (B) as to the absence of dissolution or liquidation proceedings by or against the Borrower, (C) that attached thereto is a true,
correct and complete copy of resolutions adopted by the board of directors of the Borrower authorizing the execution, delivery and performance of
the Loan Documents to which the Borrower is a party and each other document delivered in connection herewith or therewith and that such
resolutions have not been amended and are in full force and effect on the date of such certificate and (D) as to the incumbency and specimen
signatures of each officer of the Borrower executing the Loan Documents to which the Borrower is a party or any other document delivered in
connection herewith or therewith.

(e) Opinions of Counsel. On the Effective Date, the Administrative Agent shall have received from counsel to the
Borrower, opinions addressed to the Administrative Agent and each Lender, dated the Effective Date, substantially in the form of Exhibit D
hereto.

(f) Fintentionally Omittedi

(g) Consents. All necessary governmental (domestic or foreign), regulatory and third party approvals, including, without
limitation, the order (“ PUC Order “) of the Pennsylvania Public Utility Commission (“ PUC”) and any required approvals of the FERC,
authorizing borrowings hereunder in connection with the transactions contemplated by this Agreement and the other Loan Documents shall have
been obtained and remain in full force and effect, in each case without any action being taken by any competent authority which could restrain or
prevent such transaction or impose, in the reasonable judgment of the Administrative Agent, materially adverse conditions upon the
consummation of such transactions.

(li) Payment of Fees. All costs, fees and expenses due to the Administrative Agent, the Joint Lead Arrangers and the
Lenders accrued through the Effective Date (including Commitment Fees and Letter of Credit Fees) shall have been paid in full.

(1) Counsel fees. The Administrative Agent shall have received full payment from the Borrower of the fees and expenses
of Davis Polk & Wardwell LLP described in Section 9.03 which are billed through the Effective Date and which have been invoiced one Business
Day prior to the Effective Date.

) Amendment Fee. The Borrower shall have paid to the Administrative Agent for the account of each Lender a non
)fundable and fully earned fee (the” Amendment Fee “) as set forth in the Fee Letter, on or before the Effective Date.

Section 4.02. Conditions to All Credit Events. The obligation of any Lender to make any Loan, and the obligation of any Issuing
Lender to issue (or renew or extend the term of) any Letter of Credit, is subject to the satisfaction of the following conditions:

(a) receipt by the Administrative Agent of a Notice of Borrowing as required by Section 2.03, or receipt by an Issuing
Lender of a Letter of Credit Request as required by Section 3.03;

(b) the fact that, immediately before and after giving effect to such Credit Event, no Default shall have occurred and be
continuing; and

(c) the fact that the representations and warranties of the Borrower contained in this Agreement and the other Loan
Documents shall be true and correct on and as of the date of such Credit Event, except to the extent that such representations and warranties
specifically refer to an earlier date, in which case they were true and correct as of such earlier date and except for the representations in Section
5.04(c), Section 5.05 and Section 5.13, which shall be deemed only to relate to the matters referred to therein on and as of the Effective Date.

Each Credit Event under this Agreement shall be deemed to be a representation and warranty by the Borrower on the date of such Credit Event as
to the facts specified in clauses (b) and (c) of this Section.

ARTICLE V
REPRESENTATIONS AND WARRANTIES

The Borrower represents and warrants that:

Section 5.01. Status. The Borrower is a corporation duly organized, validly existing and in good standing under the laws of the
Commonwealth of Pennsylvania and has the corporate authority to make and perform this Agreement and each other Loan Document to which it
is a party.

Section 5.02. Authority: No Conflict. The execution, delivery and performance by the Borrower of this Agreement and each other
an Document to which it is a party have been duly authorized by all necessary corporate action and do not violate (i) any provision of law or

egulation, or any decree, order, writ or judgment, (ii) any provision of its articles of incorporation or bylaws, or (iii) result in the breach of or
constitute a default under any indenture or other agreement or instrument to which the Borrower is a party.

Section 5.03. Legality; Etc. This Agreement and each other Loan Document (other than the Notes) to which the Borrower is a part)’



constitute the legal, valid and binding obligations of the Borrower, and the Notes, when executed and delivered in accordance with this
Agreement, will constitute legal, valid and binding obligations of the Borrower, in each case enforceable against the Borrower in accordance with
their terms except to the extent limited by (a) bankruptcy, insolvency, fraudulent conveyance or reorganization laws or by other similar laws
relating to or affecting the enforceability of creditors’ rights generally and by general equitable principles which may limit the right to obtain

uitable remedies regardless of whether enforcement is considered in a proceeding of law or equity or (b) any applicable public policy on
orceability of provisions relating to contribution and indemnification.

Section 5.04. Financial Condition.

(a) Audited Financial Statements. The consolidated balance sheet of the Borrower and its Consolidated Subsidiaries as of
December 31, 2011 and the related consolidated statements of income and cash flows for the fiscal year then ended, reported on by Ernst &
Young, LLP, copies of which have been delivered to each of the Administrative Agent and the Lenders, fairly present, in conformity with GAAP,
the consolidated financial position of the Borrower and its Consolidated Subsidiaries as of such date and their consolidated results of operations
and cash flows for such fiscal year.

(b) Interim Financial Statements. The unaudited consolidated balance sheet of the Borrower and its Consolidated
Subsidiaries as of June 30, 2012 and the related unaudited consolidated statements of income and cash flows for the six months then ended fairly
present, in conformity with GAAP applied on a basis consistent with the financial statements referred to in subsection (a) of this Section, the
consolidated fmancial position of the Borrower and its Consolidated Subsidiaries as of such date and their consolidated results of operations and
cash flows for such six-month period (subject to normal year-end audit adjustments).

(c) Material Adverse Change. Since December 31, 2011 there has been no change in the business, assets, fmancial
condition or operations of the Borrower and its Consolidated Subsidiaries, considered as a whole, that would materially and adversely affect the
Borrower’s ability to perform any of its obligations under this Agreement, the Notes or the other Loan Documents.

Section 5.05. Litigation. Except as disclosed in or contemplated by the Borrower’s form JO-K Report to the SEC for the year ended
December 31, 2011 or in any subsequent Form 10-K, J O-Q or 8-K Report, no litigation, arbitration or administrative proceeding against the
Borrower is pending or, to the Borrower’s knowledge, threatened, which would reasonably be expected to materially and adversely affect the
ability of the Borrower to perform any of its obligations under this Agreement, the Notes or the other Loan Documents. There is no litigation,
arbitration or administrative proceeding pending or, to the knowledge of the Borrower, threatened which questions the validity of this Agreement
or the other Loan Documents to which it is a party.

Section 5.06. No Violation. No part of the proceeds of the borrowings by hereunder will be used, directly or indirectly by the
Borrower for the purpose of purchasing or carrying any “margin stock” within the meaning of Regulation U of the Board of Governors of the( deral Reserve System, or for any other purpose which violates, or which conflicts with, the provisions of Regulations U or X of said Board of

bvernors. The Borrower is not engaged principally, or as one of its important activities, in the business of extending credit for the purpose of
purchasing or carrying any such “margin stock”.

Section 5.07. ERJSA. Each member of the ERISA Group has fulfilled its obligations under the minimum funding standards of
ERISA and the Internal Revenue Code with respect to each Material Plan and is in compliance in all material respects with the presently
applicable provisions of ERISA and the Internal Revenue Code with respect to each Material Plan. No member of the ERISA Group has (i)
sought a waiver of the minimum funding standard under Section 4J2 of the Internal Revenue Code in respect of any Material Plan, (ii) failed to
make any contribution or payment to any Material Plan, or made any amendment to any Material Plan, which has resulted or could result in the
imposition of a Lien or the posting of a bond or other security under ERJSA or the Internal Revenue Code or (iii) incurred any material liability
under Title IV of ERISA other than a liability to the PBGC for premiums under Section 4007 of ERISA.

Section 5.08. Governmental Approvals. No authorization, consent or approval from any Governmental Authority is required for the
execution, delivery and perforniance by the Borrower of this Agreement, the Notes and the other Loan Documents to which it is a party and
except such authorizations, consents and approvals, including, without limitation, the PUC Order, as shall have been obtained prior to the
Effective Date and shall be in full force and effect.

Section 5.09. Investment Company Act. The Borrower is not an “investment company” within the meaning of the Investment
Company Act of 1940, as amended.

Section 5.10. Tax Returns and Payments . The Borrower has filed or caused to be filed all Federal, state, local and foreign income tax
returns required to have been filed by it and has paid or caused to be paid all income taxes shoii to be due on such returns except income taxes
that are being contested in good faith by appropriate proceedings and for which the Borrower shall have set aside on its books appropriate reserves
with respect thereto in accordance with GAAP or that would not reasonably be expected to have a Material Adverse Effect.

Section 5.11. Compliance with Laws. To the knowledge of the Borrower, the Borrower is in compliance with all applicable laws,
regulations and orders of any Governmental Authority, domestic or foreign, in respect of the conduct of its business and the ownership of its
property (including, without limitation, compliance with all applicable ERISA and Environmental Laws and the requirements of any permits
issued under such Enviromnental Laws), except to the extent (a) such compliance is being contested in good faith by appropriate proceedings or
b) non-compliance would not reasonably be expected to materially and adversely affect its ability to perform any of its obligations under this

greernent, the Notes or any other Loan Document to which it is a party.

Section 5.12. No Default. No Default has occurred and is continuing.

Section 5.13. Environmental Matters.



(a) Except (i) as disclosed in or contemplated by the Borrower’s form 10-K Report to the SEC for the year ended
December 31, 2011 or in any subsequent Form 10-K, 10-Q or 8-K Report, or (ii) to the extent that the liabilities of the Borrower and its
Subsidiaries, taken as a whole, that relate to or could reasonably be expected to result from the matters referred to in clauses (1) through (iii) of this

ection 5.13(a), inclusive, would not reasonably be expected to result in a Material Adverse Effect:

(1) no notice, notification, citation, summons, complaint or order has been received by the Borrower or any
of its Subsidiaries, no penalty has been assessed nor is any investigation or review pending or, to the Borrower’s or any of its
Subsidiaries’ knowledge, threatened by any governmental or other entity with respect to any (A) alleged violation by or liability of the
Borrower or any of its Subsidiaries of or under any Environmental Law, (B) alleged failure by the Borrower or any of its Subsidiaries to
have any enviromnental permit, certificate, license, approval, registration or authorization required in connection with the conduct of its
business or (C) generation, storage, treatment, disposal, transportation or release of Hazardous Substances;

(ii) to the Borrower’s or any of its Subsidiaries’ knowledge, no Hazardous Substance has been released
(and no written notification of such release has been filed) (whether or not in a reportable or threshold planning quantity) at, on or under
any property now or previously owned, leased or operated by the Borrower or any of its Subsidiaries; and

(iii) no property now or previously owned, leased or operated by the Borrower or any of its Subsidiaries or,
to the Borrower’s or any of its Subsidiaries’ knowledge, any property to which the Botrower or any of its Subsidiaries has, directly or
indirectly, transported or arranged for the transportation of any Hazardous Substances, is listed or, to the Borrower’s or any of its
Subsidiaries’ knowledge, proposed for listing, on the National Priorities List promulgated pursuant to the Comprehensive Environmental
Response, Compensation and Liability Act of 1980, as amended (“ CERCLA “), on CERCLIS (as defmed in CERCLA) or on any similar
federal, state or foreign list of sites requiring investigation or clean-up.

(b) Except as disclosed in or contemplated by the Borrower’s Form 10-K Report to the SEC for the year ended December
31, 2011 or in any subsequent Form 10-K, 10-Q or 8-K Report, to the Borrower’s or any of its Subsidiaries’ knowledge, there are no
Environmental Liabilities that have resulted or could reasonably be expected to result in a Material Adverse Effect.

(c) For purposes of this Section 5.13, the terms “the Borrower” and “Subsidiary” shall include any business or business
entity (including a corporation) which is a predecessor, in whole or in part, of the Borrower or any of its Subsidiaries from the time such business
or business entity became a Subsidiary of PPL Corporation, a Pennsylvania corporation.

Section 5.14. OfAC. None of the Borrower, any Subsidiary of the Borrower or any Affiliate of the Borrower: (i) is a Sanctioned
Person, (ii) has more than 10% of its assets in Sanctioned Entities, or (iii) derives more than 10% of its operating income from investments in, or

I nsactions with Sanctioned Persons or Sanctioned Entities. The proceeds of any Loan will not be used and have not been used to fund any
)erations in, finance any investments or activities in, or make any payments to, a Sanctioned Person or a Sanctioned Entity.

ARTICLE VI
COVENANTS

The Borrower agrees that so long as any Lender has any Commitment hereunder or any amount payable hereunder or under any
Note or other Loan Document remains unpaid or any Letter of Credit Liability remains outstanding:

Section 6.01. Information. The Borrower will deliver or cause to be delivered to each of the Lenders (it being understood that the
posting of the information required in clauses (a), (b) and (f) of this Section 6.01 on the Borrower’s website ( http://www.pplweb.com ) or making
such information available on IntraLinks, Syndtrak (or similar service) shall be deemed to be effective delivery to the Lenders):

(a) Annual Financial Statements. Promptly when available and in any event within ten (10) days after the date such
information is required to be delivered to the SEC, a consolidated balance sheet of the Borrower and its Consolidated Subsidiaries as of the end of
such fiscal year and the related consolidated statements of income and cash flows for such fiscal year and accompanied by an opinion thereon by
independent public accountants of recognized national standing, which opinion shall state that such consolidated financial statements present
fairly the consolidated fmancial position of the Borrower and its Consolidated Subsidiaries as of the date of such fmancial statements and the
results of their operations for the period covered by such financial statements in conformity with GAAP applied on a consistent basis.

(b) quarterly Financial Statements. Promptly when available and in any event within ten (10) days after the date such
infonnation is required to be delivered to the SEC, a consolidated balance sheet of the Borrower and its Consolidated Subsidiaries as of the end of
such quarter and the related consolidated statements of income and cash flows for such fiscal quarter, all certified (subject to normal year-end
audit adjustments) as to fairness of presentation, GAAP and consistency by any vice president, the treasurer or the controller of the Borrower.

(c) Officer’s Certificate. Simultaneously with the delivery of each set of financial statements referred to in subsections (a)
and (b) above, a certificate of the chief accounting officer or controller of the Borrower. (i) setting forth in reasonable detail the calculations
required to establish compliance with the requirements of Section 6.09 on the date of such financial statements and (ii) stating whether there exists
on the date of such certificate any Default and, if any Default then exists, setting forth the details thereof and the action which the Borrower is
taking or proposes to take with respect thereto.

(d) Default. Forthwith upon acquiring knowledge of the occurrence of any (i) Default or (ii) Event of Default, in either
case a certificate of a vice president or the treasurer of the Borrower setting forth the details thereof and the action which the Borrower is taking or
proposes to take with respect thereto.



(e) Change in Borrower’s Ratings. Promptly, upon the chief executive officer, the president, any vice president or any
senior financial officer of the Borrower obtaining knowledge of any change in a Borrower’s Rating, a notice of such Borrower’s Rating in effect
after giving effect to such change.

r (I) Securities Laws Filing. Promptly when available and in any event within ten (10) days after the date such infonnation
equired to be delivered to the SEC, a copy of any Form 10-K Report to the SEC and a copy of any Form 10-Q Report to the SEC, and promptly

.pon the filing thereof, any other filings with the SEC.

(g) ERISA Matters. If and when any member of the ERISA Group: (i) gives or is required to give notice to the PBGC of
any “reportable event” (as defined in Section 4043 of ERISA) with respect to any Material Plan which might constitute grounds for a termination
of such Plan under Title IV of ERISA, or knows that the plan administrator of any Material Plan has given or is required to give notice of any such
reportable event, a copy of the notice of such reportable event given or required to be given to the PBGC; (ii) receives, with respect to any
Material Plan that is a Multiemployer Plan, notice of any complete or partial withdrawal liability under Title IV of EMSA, or notice that any
Multiemployer Plan is in reorganization, is insolvent or has been terminated, a copy of such notice; (lii) receives notice from the PBGC under
Title IV of ERJSA of an intent to terminate, impose material liability (other than for premiums under Section 4007 of ERISA) in respect of, or
appoint a trustee to administer any Material Plan, a copy of such notice; (iv) applies for a waiver of the minimum fending standard under Section
412 of the Internal Revenue Code with respect to a Material Plan, a copy of such application; (v) gives notice of intent to terminate any Plan under
Section 4041(c) of ERISA, a copy of such notice and other information filed with the PBGC; (vi) gives notice of withdrawal from any Plan
pursuant to Section 4063 of ERISA; or (vii) fails to make any payment or contribution to any Plan or makes any amendment to any Plan which
has resulted or could result in the imposition of a Lien or the posting of a bond or other security, a copy of such notice, a certificate of the chief
accounting officer or controller of the Borrower setting forth details as to such occurrence and action, if any, which the Borrower or applicable
member of the ERISA Group is required or proposes to take.

(h) Other Information. From time to time such additional financial or other information regarding the financial condition,
results of operations, properties, assets or business of the Borrower or any of its Subsidiaries as any Lender may reasonably request.

The Borrower hereby acknowledges that (a) the Administrative Agent will make available to the Lenders and each Issuing
Lender materials and/or information provided by or on behalf of the Borrower hereunder (collectively, “ Borrower Materials “) by posting the
Borrower Materials on IntraLinks or another similar electronic system (the “ Platform “) and (b) certain of the Lenders may be “public-side”
Lenders (i.e., Lenders that do not wish to receive material non-public infonnation with respect to the Borrower or its securities) (each, a “ Public
Lender “). The Borrower hereby agrees that it will use commercially reasonable efforts to identify that portion of the Borrower Materials that may
be distributed to the Public Lenders and that (w) all such Borrower Materials shall be clearly and conspicuously marked “PUBLIC” which, at a
minimum, shall mean that the word “PUBLIC” shall appear prominently on the first page thereof; (x) by marking Borrower Materials “PUBLIC,”
the Borroxver shall be deemed to have authorized the Administrative Agent, the Issuing Lenders and the Lenders to treat such Borrower Materials

4 not containing any material non-public information (although it may be sensitive and proprietary) with respect to the Borrower or its securities
k purposes of United States Federal and state securities laws ( provided , however , that to the extent such Borrower Materials constitute

Infonnation (as defined below), they shall be treated as set forth in Section 9.12); (y) all Borrower Materials marked “PUBLIC” are permitted to
be made available through a portion of the Platform designated “Public Investor;” and (z) the Administrative Agent shall be entitled to treat any
Borrower Materials that are not marked “PUBLIC” as being suitable only for posting (subject to Section 9.12) on a portion of the Platform not
designated “Public Investor.” “ Information “ means all information received from the Borrower or any of its Subsidiaries relating to the
Borrower or any of its Subsidiaries or any of their respective businesses, other than any such information that is available to the Administrative
Agent, any Lender or any Issuing Lender on a nonconiidential basis prior to disclosure by the Borrower or any of its Subsidiaries; provided that,
in the case of information received from the Borrower or any of its Subsidiaries after the Effective Date, such information is clearly identified at
the time of delivery as confidential. Any Person required to maintain the confidentiality of Information as provided in this Section shall be
considered to have complied with its obligation to do so if such Person has exercised the same degree of care to maintain the confidentiality of
such Information as such Person would accord to its own confidential information.

Section 6.02. Maintenance of Property; Insurance.

(a) Maintenance of Properties. The Borrower will keep all property useful and necessary in its businesses in good
working order and condition, subject to ordinary wear and tear, unless the Borrower determines in good faith that the continued maintenance of
any of such properties is no longer economically desirable and so long as the failure to so maintain such properties would not reasonably be
expected to have a Material Adverse Effect.

(b) Insurance. The Borrower will maintain, or cause to be maintained, insurance with financially sound (determined in
the reasonable judgment of the Borrower) and responsible companies in such amounts (and with such risk retentions) and against such risks as is
usually carried by owners of similar businesses and properties in the same general areas in which the Borrower operates.

Section 6.03. Conduct of Business and Maintenance of Existence. The Borrower will (i)continue to engage in businesses of the same
general type as now conducted by the Borrower and its Subsidiaries and businesses related thereto or arising out of such businesses, except to the
extent that the failure to niaintain any existing business would not have a Material Adverse Effect and (ii) except as otherwise permitted in Section
6.07, preserve, renew and keep in ffill force and effect, and will cause each of its Subsidiaries to preserve, renew and keep in full force and effect,
their respective corporate (or other entity) existence and their respective rights, privileges and franchises necessary or material to the nonnal
‘onduct of business, excepl, in each case, where the failure to do so could not reasonably be expected to have a Material Adverse Effect.

Section 6.04. Compliance with Laws, Etc. The Borrower will comply with all applicable laws, regulations and orders of any
Governmental Authority, domestic or foreign, in respect of the conduct of its business and the ownership of its property (including, without
limitation, compliance with all applicable ERISA and Enviromnental Laws and the requirements of any permits issued under such Enviromnental
Laws), except to the extent (a) such compliance is being contested in good faith by appropriate proceedings or (b) non-compliance could not



reasonably be expected to have a Material Adverse Effect.

Section 6.05. Books and Records. The Borrower (i) will keep, and will cause each of its Subsidiaries to keep, proper books of record
and account in conformity with GAAP and (ii) will permit representatives of the Administrative Agent and each of the Lenders to visit and inspect
any of their respective properties, to examine and make copies from any of their respective books and records and to discuss their respective

airs, fmances and accounts with their officers, any employees and independent public accountants, all at such reasonable times and as often as
ay reasonably be desired; provided, that, the rights created in this Section 6.05 to “visit”, “inspect”, “discuss” and copy shall not extend to any

matters which the Borrower deems, in good faith, to be confidential, unless the Administrative Agent and any such Lender agree in writing to
keep such matters confidential.

Section 6.06. Use of Proceeds. The proceeds of the Loans made under this Agreement will be used by the Borrower to repay loans
under the Existing Credit Agreement on the Effective Date and for general corporate purposes of the Borrower and its Affiliates, including for
working capital purposes and for making investments in or loans to Affiliates. The Borrower will request the issuance of Letters of Credit solely
for general corporate purposes of the Borrower and its Affiliates. No such use of the proceeds for general corporate purposes will be, directly or
indirectly, for the purpose, whether immediate, incidental or ultimate, of buying or carrying any Margin Stock within the meaning of Regulation
U.

Section 6.07. Merger or Consolidation. The Borrower will not merge with or into or consolidate with or into any other corporation or
entity, un]ess (1) immediately after giving effect thereto, no event shall occur and be continuing which constitutes a Default, (ii) the surviving or
resulting Person, as the case may be, assumes and agrees in writing to pay and perform all of the obligations of the Borrower under this
Agreement, (iii) substantially all of the consolidated assets and consolidated revenues of the surviving or resulting Person, as the case may be, are
anticipated to come from the utility or energy businesses and (iv) the senior long-term debt ratings from both Rating Agencies of the surviving or
resulting Person, as the case may be, immediately following the merger or consolidation is equal to or greater than the senior long-term debt
ratings from both Rating Agencies of the Borrower immediately preceding the announcement of such consolidation or merger.

Section 6.08. Asset Sales. Except for the sale of assets required to be sold to conform with governmental requirements, the Borrower
shall not consummate any Asset Sale, if the aggregate net book value of all such Asset Sales consummated during the four calendar quarters
immediately preceding any date of determination would exceed 25% of the total assets of the Borrower and its Consolidated Subsidiaries as of the
beginning of the Borrower’s most recently ended full fiscal quarter; provided, however, that any such Asset Sale will be disregarded for purposes
of the 25% limitation specified above: (a) if any such Asset Sale is in the ordinary course of business of the Borrower (b) if the assets subject to
any such Asset Sale are worn out or are no longer useful or necessary in connection with the operation of the businesses of the Borrower; (c) if the
assets subject to any such Asset Sale are being transferred to a Wholly Owned Subsidiary of the Borrower; (d) if the proceeds from any such Asset
Sale (i) are, within twelve (12) months of such Asset Sale, invested or reinvested by the Borrower in a Permitted Business, (ii) are used by the
Borrower to repay Debt of the Borrower, or (iii) are retained by the Borrower; or (e) if, prior to any such Asset Sale, both Rating Agencies
nnfirm the then-current Borrower Ratings after giving effect to any such Asset Sale.

Section 6.09. Consolidated Debt to Consolidated Capitalization Ratio. The ratio of Consolidated Debt of the Borrower to
Consolidated Capitalization of the Borrower shall not exceed 70%, measured as of the end of each fiscal quarter.

ARTICLE VII
DEFAtJLTS

Section 7.01. Events of Default. If one or more of the following events (each an “Event of Default”) shall have occurred and be
continuing:

(a) the Borrower shall fail to pay when due any principal on any Loans or Reimbursement Obligations; or

(b) the Borrower shall fail to pay when due any interest on the Loans and Reimbursement Obligations, any fee or any other
amount payable hereunder or under any other Loan Document for five (5) days following the date such payment becomes due hereunder; or

(c) the Borrower shall fail to observe or perform any covenant or agreement contained in clause (ii) of Section 6.05, or
Sections 6.06, 6.07, 6.08 or 6.09; or

(d) the Borrower shall fail to observe or perform any covenant or agreement contained in Section 6.01(d)(i) for 30 days
after any such failure or in Section 6.01(d)(ii) for ten (10) days after any such failure; or

(e) the Borrower shall fail to observe or perform any covenant or agreement contained in this Agreement or any other
Loan Document (other than those covered by clauses (a), (5), (c) or (U) above) for thirty (30) days after written notice thereof has been given to
the defaulting party by the Administrative Agent, or at the request of the Required Lenders; or

(f) any representation, warranty or certification made by the Borrower in this Agreement or any other Loan Document or
in any certificate, fmancial statement or other document delivered pursuant hereto or thereto shall prove to have been incorrect in any material
respect when made or deemed made; or

( ) (g) the Borrower shall (i) fail to pay any principal or interest, regardless of amount, due in respect of any Material Debt
—3’eyond any period of grace provided with respect thereto, or (ii) fail to observe or perform any other term, covenant, condition or agreement

contained in any agreement or instrument evidencing or governing any such Material Debt beyond any period of grace provided with respect
thereto if the effect of any failure referred to in this clause (ii) is to cause, or to permit the holder or holders of such Debt or a trustee on its or their
behalf to cause, such Debt to become due prior to its stated maturity; or



(h) the Borrower shall commence a voluntary case or other proceeding seeking liquidation, reorganization or other relief
with respect to itself or its debts under any bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the appointment of a
trustee, receiver, liquidator, custodian or other similar official of it or any substantial part of its property, or shall consent to any such relief or to

e appointment of or taking possession by any such official in an involuntary case or other proceeding commenced against it, or shall make a
eral assignment for the benefit of creditors, or shall fail generally to pay, or shall admit in writing its inability to pay, its debts as they become

ae, or shall take any corporate action to authorize any of the foregoing; or

(i) an involuntary case or other proceeding shall be commenced against the Borrower seeking liquidation, reorganization
or other relief with respect to it or its debts under any bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the
appointment of a trustee, receiver, liquidator, custodian or other similar official of it or any substantial part of its property, and such involuntary
case or other proceeding shall remain undismissed and unstayed for a period of 60 days; or an order for relief shall be entered against the
Borrower under the Bankruptcy Code; or

U) any member of the ERISA Group shall fail to pay when due an amount or amounts aggregating in excess of
$50,000,000 which it shall have become liable to pay under Title TV of ERISA; or notice of intent to terminate a Material Plan shall be filed under
Title IV of ERISA by any member of the ERISA Group, any plan administrator or any combination of the foregoing; or the PBGC shall institute
proceedings under Title IV of ERISA to terminate, to impose liability (other than for premiums under Section 4007 of ERJSA) in respect of, orto
cause a trustee to be appointed to administer any Material Plan; or a condition shall exist by reason of which the PBGC would be entitled to obtain
a decree adjudicating that any Material Plan must be terminated; or there shall occur a complete or partial withdrawal from, or default, within the
meaning of Section 421 9(c)(5) of ERISA, with respect to, one or more Multiemployer Plans which could reasonably be expected to cause one or
more members of the ERJSA Group to incur a current payment obligation in excess of $50,000,000; or

(k) the Borrower shall fail within sixty (60) days to pay, bond or otherwise discharge any judgment or order for the
payment of money in excess of $20,000,000, entered against the Borrower that is not stayed on appeal or otherwise being appropriately contested
in good faith; or

(I) a Change of Control shall have occurred;

then, and in every such event, while such event is continuing, the Administrative Agent may (A) if requested by the Required Lenders, by notice
to the Borrower terminate the Commitments, and the Commitments shall thereupon tenninate, and (B) if requested by the Lenders holding more
than 50% of the sum of the aggregate outstanding principal amount of the Loans and Letter of Credit Liabilities at such time, by notice to the
Borrower declare the Loans and Letter of Credit Liabilities (together with accrued interest and accrued and unpaid fees thereon and all other
amounts due hereunder) to be, and the Loans and Letter of Credit Liabilities shall thereupon become, immediately due and payable without

esentment, demand, protest or other notice of any kind (except as set forth in clause (A) above), all of which are hereby waived by the Borrower
Jd require the Borrower to, and the Borrower shall, cash collateralize (in accordance with Section 2.09(a)(ii)) all Letter of Credit Liabilities then

Outstanding; provided , that, in the case of any Default or any Event of Default specified in clause 7.01(h) or 7.01(i) above with respect to the
Borrower, without any notice to the Borrower or any other act by the Administrative Agent or any Lender, the Commitments shall thereupon
terminate and the Loans and Letter of Credit Liabilities (together with accrued interest and accrued and unpaid fees thereon and all other amounts
due hereunder) shall become immediately due and payable without presentment, demand, protest or other notice of any kind, all of which are
hereby waived by the Borrower, and the Borrower shall cash collateralize (in accordance with Section 2.09(a)(ii)) all Letter of Credit Liabilities
then outstanding.

ARTICLE VIII
THE AGENTS

Section 8.0]. Appointment and Authorization. Each Lender hereby irrevocably designates and appoints the Administrative Agent to
act as specified herein and in the other Loan Documents and to take such actions on its behalf under the provisions of this Agreement and the
other Loan Documents and perform such duties as are expressly delegated to the Administrative Agent by the terms of this Agreement and the
other Loan Documents, together with such other powers as are reasonably incidental thereto. The Administrative Agent agrees to act as such upon
the express conditions contained in this Article VIII. Notwithstanding any provision to the contrary elsewhere in this Agreement or in any other
Loan Document, the Administrative Agent shall not have any duties or responsibilities, except those expressly set forth herein or in the other Loan
Documents, or any fiduciary relationship with any Lender, and no implied covenants, functions, responsibilities, duties, obligations or liabilities
shall be read into this Agreement or otherwise exist against the Administrative Agent. The provisions of this Article VIII are solely for the benefit
of the Administrative Agent and Lenders, and no other Person shall have any rights as a third party beneficiary of any of the provisions
hereof. For the sake of clarity, the Lenders hereby agree that no Agent other than the Administrative Agent shall have, in such capacity, any
duties or powers with respect to this Agreement or the other Loan Documents.

Section 8.02. Individual Capacity. The Administrative Agent and its Affiliates may make loans to, accept deposits from and
generally engage in any kind of business with the Borrower and its Affiliates as though the Administrative Agent were not an Agent. With respect
to the Loans made by it and all obligations owing to it, the Administrative Agent shall have the same rights and powers under this Agreement as
any Lender and may exercise the same as though it were not an Agent, and the terms “Required Lenders”, “Lender” and “Lenders” shall include
the Administrative Agent in its individual capacity.

Section 8.03. Delecation of Duties. The Administrative Agent may execute any of its duties under this Agreement or any other Loan
\—ocument by or through agents or attorneys-in-fact. The Administrative Agent shall not be responsible for the negligence or misconduct of any

agents or attorneys-in-fact selected by it with reasonable care except to the extent otherwise required by Section 8.07.

Section 8.04. Reliance by the Administrative Agent . The Administrative Agent shall be entitled to rely, and shall be fully protected



ill relying, upon any note, writing, resolution, notice, consent, certificate, affidavit, letter, telecopy or other electronic facsimile
transmission, telex, telegram, cable, teletype, electronic transmission by modem, computer disk or any other message, statement, order or other
writing or conversation believed by it to be genuine and correct and to have been signed, sent or made by the proper Person or Persons and upon
advice and statements of legal counsel (including, without limitation, counsel to the Borrower), independent accountants and other experts
selected by the Administrative Agent. The Administrative Agent shall be fully justified in failing or refusing to take any action under this

(“reement or any other Loan Document unless it shall first receive such advice or concurrence of the Required Lenders, or all of the Lenders, if
Jlicable, as it deems appropriate or it shall first be indemnified to its satisfaction by the Lenders against any and all liability and expense which

may be incurred by it by reason of taking or continuing to take any such action. The Administrative Agent shall in all cases be fully protected in
acting, or in refraining from acting, under this Agreement and the other Loan Documents in accordance with a request of the Required Lenders or
all of the Lenders, if applicable, and such request and any action taken or failure to act pursuant thereto shall be binding upon all of the Lenders.

Section 8.05. Notice of Default. The Administrative Agent shall not be deemed to have knowledge or notice of the occurrence of any
Default hereunder unless the Administrative Agent has received notice from a Lender or the Borrower referring to this Agreement, describing
such Default and stating that such notice is a “notice of default”. If the Administrative Agent receives such a notice, the Administrative Agent
shall give prompt notice thereof to the Lenders. The Administrative Agent shall take such action with respect to such Default as shall be
reasonably directed by the Required Lenders; provided, that, unless and until the Administrative Agent shall have received such directions, the
Administrative Agent may (but shall not be obligated to) take such action, or refrain from taking such action, with respect to such Default as it
shall deem advisable in the best interests of the Lenders.

Section 8.06. Non-Reliance on the Agents and Other Lenders. Each Lender expressly acknowledges that no Agent or officer,
director, employee, agent, attorney-in-fact or affiliate of any Agent has made any representations or warranties to it and that no act by any Agent
hereafter taken, including any review of the affairs of the Borrower, shall be deemed to constitute any representation or warranty by such Agent to
any Lender. Each Lender acknowledges to the Agents that it has, independently and without reliance upon any Agent or any other Lender, and
based on such documents and information as it has deemed appropriate, made its own appraisal of and investigation into the business, assets,
operations, property, fmancial and other condition, prospects and creditworthiness of the Borrower and made its own decision to make its Loans
hereunder and to enter into this Agreement. Each Lender also acknowledges that it will, independently and without reliance upon any Agent or
any other Lender, and based on such documents and information as it shall deem appropriate at the time, continue to make its own credit analysis,
appraisals and decisions in taking or not taking action under this Agreement, and to make such investigation as it deems necessary to inform itself
as to the business, assets, operations, property, fmancial and other condition, prospects and creditworthiness of the Borrower. No Agent shall
have any duty or responsibility to provide any Lender with any credit or other information concerning the business, operations, assets, property,
fmancial and other condition, prospects or creditworthiness of the Borrower which may come into the possession of such Agent or any of its
officers, directors, employees, agents, attorneys-in-fact or affiliates.

Section 8.07. Exculpatory Provisions. The Administrative Agent shall not, and no officers, directors, employees, agents, attorneys
h-fact or affiliates of the Administrative Agent, shall (i) be liable for any action lawfully taken or omitted to be taken by it under or in connection

,lth this Agreement or any other Loan Document (except for its own gross negligence, willful misconduct or bad faith) or (ii) be responsible in
any maimer to any of the Lenders for any recitals, statements, representations or warranties made by the Borrower or any of its officers contained
in this Agreement, in any other Loan Document or in any certificate, report, statement or other document referred to or provided for in. or received
by the Administrative Agent under or in connection with, this Agreement or any other Loan Document or for any failure of the Borrower or any of
its officers to perform its obligations hereunder or thereunder. The Administrative Agent shall not be under any obligation to any Lender to
ascertain or to inquire as to the observance or performance of any of the agreements contained in, or conditions of, this Agreement or any other
Loan Document, or to inspect the properties, books or records of the Borrower. The Administrative Agent shall not be responsible to any Lender
for the effectiveness, genuineness, validity, enforceability, collectibility or sufficiency of this Agreement or any other Loan Document or for any
representations, warranties, recitals or statements made by any other Person herein or therein or made by any other Person in any written or oral
statement or in any fmancial or other statements, instruments, reports, certificates or any other docmnents in connection herewith or therewith
furnished or made by the Administrative Agent to the Lenders or by or on behalf of the Borrower to the Administrative Agent or any Lender or be
required to ascertain or inquire as to the performance or observance of any of the terms, conditions, provisions, covenants or agreements contained
herein or therein or as to the use of the proceeds of the Loans or of the existence or possible existence of any Default.

Section 8.08. Indemnification. To the extent that the Borrower for any reason fails to indefeasibly pay any amount required under
Sections 9.03(a), (b) or (c) to be paid by it to the Administrative Agent (or any sub-agent thereof), the Lenders severally agree to indenmif’y the
Administrative Agent, in its capacity as such, and hold the Administrative Agent, in its capacity as such, harmless ratably according to their
respective Conunitments from and against any and all liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs and
reasonable expenses or disbursements of any kind whatsoever which may at any time (including, without limitation, at any time following the full
payment of the obligations of the Borrower hereunder) be imposed on, incurred by or asserted against the Administrative Agent, in its capacity as
such, in any way relating to or arising out of this Agreement or any other Loan Document, or any documents contemplated hereby or referred to
herein or the transactions contemplated hereby or any action taken or omitted to be taken by the Administrative Agent under or in connection with
any of the foregoing, but only to the extent that any of the foregoing is not paid by the Borrower; provided, that no Lender shall be liable to the
Administrative Agent for the payment of any portion of such liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs or
expenses or disbursements resulting from the gross negligence, willful misconduct or bad faith of the Administrative Agent. If any indemnity
ftimished to the Administrative Agent for any purpose shall, in the reasonable opinion of the Administrative Agent, be insufficient or become
impaired, the Administrative Agent may call for additional indemnity and cease, or not commence, to do the acts indemnified against until such
additional indenmity is furnished. The agreement in this Section 8.08 shall survive the payment of all Loans, Letter of Credit Liabilities, fees and
other obligations of the Borrower arising hereunder.

Section 8.09. Resimiation: Successors. The Administrative Agent may resign as Administrative Agent upon twenty (20) days notice
to the Lenders. Upon the resignation of the Administrative Agent, the Required Lenders shall have the right to appoint from among the Lenders a
successor to the Administrative Agent, subject to prior approva] by the Borrower (so long as no Event of Default exists) (such approval not to be
unreasonably withheld), whereupon such successor Administrative Agent shall succeed to and become vested with all the rights, powers and



duties of the retiring Administrative Agent, and the term “Administrative Agent” shall include such successor Administrative Agent
effective upon its appointment, and the retiring Administrative Agent’s rights, powers and duties as Administrative Agent shall be terminated,
without any other or further act or deed on the part of such former Administrative Agent or any of the parties to this Agreement or any other Loan
Document. If no successor shall have been appointed by the Required Lenders and approved by the Borrower and shall have accepted such

pointment within thirty (30) days after the retiring Administrative Agent gives notice of its resignation, then the retiring Administrative Agent
y at its election give notice to the Lenders and the Borrower of the immediate effectiveness of its resignation and such resignation shall

aereupon become effective and the Lenders collectively shall perform all of the duties of the Administrative Agent hereunder and under the other
Loan Documents until such time, if any, as the Required Lenders appoint a successor agent as provided for above. After the retiring
Administrative Agent’s resignation hereunder as Administrative Agent, the provisions of this Article VIII shall inure to its benefit as to any
actions taken or omitted to be taken by it while it was Administrative Agent under this Agreement or any other Loan Document.

Section 8.10. Administrative Acent’s Fees. The Borrower shall pay to the Administrative Agent for its own account fees in the
amount and at the times agreed to and accepted by the Borrower pursuant to the Fee Letter.

ARTICLE IX
MISCELLANEOUS

Section 9.01. Notices. Except as otherwise expressly provided herein, all notices and other communications hereunder shall be in
writing (for purposes hereof, the term “writing” shall include information in electronic format such as electronic mail and internet web pages) or
by telephone subsequently confirmed in writing; provided that the foregoing shall not apply to notices to any Lender, the Swingline Lender or
Issuing Lender pursuant to Article II or Article III, as applicable, if such Lender, Swingline Lender or Issuing Lender, as applicable, has notified
the Administrative Agent that it is incapable of receiving notices under such Article in electronic format. My notice shall have been duly given
and shall be effective if delivered by hand delivery or sent via electronic mail, telecopy, recognized overnight courier service or certified or
registered mail, return receipt requested, or posting on an internet web page, and shall be presumed to be received by a party hereto (i) on the date
of delivery if delivered by hand or sent by electronic mail, posting on an intemet web page, or telecopy, (ii) on the Business Day following the day
on which the same has been delivered prepaid (or on an invoice basis) to a reputable national overnight air courier service or (iii) on the third
Business Day following the day on which the same is sent by certified or registered mail, postage prepaid, in each case to the respective parties at
the address or telecopy numbers, in the case of the Borrower and the Administrative Agent, set forth below, and, in the case of the Lenders, set
forth on signature pages hereto, or at such other address as such party may specify by written notice to the other parties hereto:

if to the Borrower:

PPL Electric Utilities Corporation
Two North Ninth Street (GENTW14)
Allentown, Pennsylvania 18101-1179
Attention: Russell R. Clelland
Telephone: 610-774-5151
Facsimile: 610-774-5235

with a copy to:

PPL Electric Utilities Corporation
Two North Ninth Street (GENTW4)
Allentown, Pennsylvania 18101-1179
Attention: Frederick C. Paine, Esq.
Telephone: 610-774-7445
Facsimile: 610-774-6726

if to the Administrative Agent:

Wells Fargo Bank, National Association
1525 West W.T. Harris Boulevard
Mail Code: MAC Dl 109-0 19
Charlotte, NC 28262

Attention: Syndication Agency Services
Telephone: 704.590.2706
Telecopier: 704.590.2790
Electronic Mail: agencyservices.requestswellsfargo.com

with a copy to:

Wells Fargo Bank, National Association
90 5 7th Street, MAC: N9305-070
Minneapolis, MN 55402
Attention: Keith Lueffel
Telephone: 612-667-4747
Facsimile: 602-316-0506



with a copy to:

Davis Polk & Wardwell LLP
450 Lexington Avenue
New York, New York 10017
Attention: Jason Kyrwood
Telephone: 212-450-4653
Facsimile: 212-450-5653

Section 9.02. No Waivers; Non-Exclusive Remedies. No failure by any Agent or any Lender to exercise, no course of dealing with
respect to, and no delay in exercising any right, power or privilege hereunder or under any Note or other Loan Document shall operate as a waiver
thereof nor shall any single or partial exercise thereof preclude any other or further exercise thereof or the exercise of any other right, power or
privilege. The rights and remedies provided herein and in the other Loan Documents shall be cumulative and not exclusive of any rights or
remedies provided by law.

Section 9.03. Expenses; Indemnification.

(a) Expenses. The Borrower shall pay (i) all out-of-pocket expenses of the Agents, including legal fees and disbursements
of Davis Polk & Wardwell LLP and any other local counsel retained by the Administrative Agent, in its reasonable discretion, in connection with
the preparation, execution, delivery and administration of the Loan Documents, the syndication efforts of the Agents with respect thereto, any
waiver or consent thereunder or any amendment thereof or any Default or alleged Default thereunder and (ii) all reasonable out-of-pocket
expenses incurred by the Agents and each Lender, including (without duplication) the fees and disbursements of outside counsel, in connection
with any restructuring, workout, collection, bankruptcy, insolvency and other enforcement proceedings in connection with the enforcement and
protection of its rights; provided , that the Borrower shall not be liable for any legal fees or disbursements of any counsel for the Agents and the
Lenders other than Davis Polk & Wardwell LLP associated with the preparation, execution and delivery of this Agreement and the closing
documents contemplated hereby.

(b) Indemnity in Respect of Loan Documents. The Borrower agrees to indemnify the Agents and each Lender, their
respective Alfiliates and the respective directors, officers, trustees, agents, employees, trustees and advisors of the foregoing (each an”
Indemnitee “) and hold each Indenmitee harmless from and against any arid all liabilities, obligations, losses, damages, penalties, actions,
judgments, suits, costs and expenses or disbursements of any kind whatsoever (including, without limitation, the reasonable fees and
disbursements of counsel and any civil penalties or fines assessed by OFAC), which may at any time (including, without limitation, at any time
following the payment of the obligations of the Borrower hereunder) be imposed on, incurred by or asserted against such Indemnitee in
connection with any investigative, administrative or judicial proceeding (whether or not such Indemnitee shall be designated a party thereto)
rought or threatened (by any third party, by the Borrower or any Subsidiary of the Borrower) in any way relating to or arising out of this
reement, any other Loan Document or any documents contemplated hereby or referred to herein or any actual or proposed use of proceeds of

Loans hereunder; provided , that no Indemnitee shall have the right to be indemnified hereunder for such Indemnitee’s own gross negligence or
willful misconduct as determined by a court of competent jurisdiction in a final, non-appealable judgment or order.

(c) Indenmity in Respect of Environmental Liabilities. The Borrower agrees to indemnify each Indemnitee and hold each
Indemnitee harmless from and against any and all liabilities, obligations, losses, damages, penalties, actions, judgments, suits, claims, costs and
expenses or disbursements of any kind whatsoever (including, without limitation, reasonable expenses of investigation by engineers,
environniental consultants and similar technical personnel and reasonable fees and disbursements of counsel) which may at any time (including,
without limitation, at any time following the payment of the obligations of the Borrower hereunder) be imposed on, incurred by or asserted against
such Indenmitee in respect of or in connection with any actual or alleged presence or release of Hazardous Substances on or from any property
now or previously owned or operated by the Borrower or any of its Subsidiaries or any predecessor of the Borrower or any of its Subsidiaries, or
any and all Environmental Liabilities. Without limiting the generality of the foregoing, the Borrower hereby waives all rights of contribution or
any other rights of recovery with respect to liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs and expenses and
disbursements in respect of or in connection with Environmental Liabilities that it might have by statute or otherwise against any Indenmitee.

(d) Waiver of Damages. To the fullest extent permitted by applicable law, the Borrower shall not assert, and hereby
waives, any claim against any Indenmitee, on any theory of liability, for special, indirect, consequential or punitive damages (as opposed to direct
or actual damages) arising out of in connection with, or as a result of, this Agreement. any other Loan Document or any agreement or instrument
contemplated hereby, the transactions contemplated hereby or thereby. any Loan or Letter of Credit or the use of the proceeds thereof. No
Indemnitee referred to in clause (b) above shall be liable for any damages arising from the use by unintended recipients of any information or
other materials distributed by it through telecommunications, electronic or other information transmission systems in connection with this
Agreement or the other Loan Documents or the transactions contemplated hereby or thereby; provided that nothing in this Section 9.03(d) shall
relieve any Lender from its obligations under Section 9.12.

Section 9.04. Sharing of Set-Offs . Each Lender agrees that if it shall, by exercising any right of set-off or counterclaim or otherwise,
receive payment of a proportion of the aggregate amount of principal and interest due with respect to any Loan made or Note held by it and any
Letter of Credit Liabilities which is greater than the proportion received by any other Lender in respect of the aggregate amount of principal and
interest due with respect to any Loan, Note and Letter of Credit Liabilities made or held by such other Lender, the Lender receiving such
nroportionately greater payment shall purchase such participations in the Loan made or Notes and Letter of Credit Liabilities held by the other

nders, and such other adjustments shall be made, in each case as may be required so that all such payments of principal and interest with respect
the Loan made or Notes and Letter of Credit Liabilities made or held by the Lenders shall be shared by the Lenders pro rata; provided, that

nothing in this Section shall impair the right of any Lender to exercise any right of set-off or counterclaim it may have for payment of
indebtedness of the Borrower other than its indebtedness hereunder.



Section 9.05. Amendments and Waivers . My provision ofthis Agreement or the Notes may be amended or waived if, but only if,
such amendment or waiver is in writing and is signed by the Borrower and the Required Lenders (and, ifthe rights or duties ofthe Administrative
Agent, Swingline Lender or any Issuing Lenders are affected thereby, by the Administrative Agent, Swingline Lender or such Issuing Lender, as
relevant); provided, that no such amendment or waiver shall. (a) unless signed by each Lender adversely affected thereby, (1) increase the
Commitment of any Lender or subject any Lender to any additional obligation (it being understood that waivers or modifications of conditions

cedent, covenants, Defaults or of mandatory reductions in the Commitments shall not constitute an increase of the Commitment of any Lender,
d that an increase in the available portion of any Commitment of any Lender as in effect at any time shall not constitute an increase in such

Commitment), (ii) reduce the principal of or rate of interest on any Loan (except in connection with a waiver of applicability of any post-default
increase in interest rates) or the amount to be reimbursed in respect of any Letter of Credit or any interest thereon or any fees hereunder, (iii)
postpone the date fixed for any payment of interest on any Loan or the amount to be reimbursed in respect of any Letter of Credit or any interest
thereon or any fees hereunder or for any scheduled reduction or termination of any Commitment or (except as expressly provided in Article III)
expiration date of any Letter of Credit, (iv) postpone or change the date fixed for any scheduled payment of principal of any Loan, (v) change any
provision hereof in a maimer that would alter the pro rata funding of Loans required by Section 2.04(b), the pro rata sharing of payments required
by Sections 2.11(a), 2.09(b) or 9.04 or the pro rata reduction of Commitments required by Section 2.08(a) or (vi) change the currency in which
Loans are to be made, Letters of Credit are to be issued or payment under the Loan Documents is to be made, or add additional borrowers or (b)
unless signed by each Lender, change the definition of Required Lender or this Section 9.05 or Section 9.06(a).

Section 9.06. Successors and Assigns.

(a) Successors and Assigns. The provisions of this Agreement shall be binding upon and inure to the benefit of the parties
hereto and their respective successors and assigns, except that the Borrower may not assign or otherwise transfer any of its rights under this
Agreement without the prior written consent of all of the Lenders, except to the extent any such assignment results from the consummation of a
merger or consolidation permitted pursuant to Section 6.07 of this Agreement.

(b) Participations. My Lender may at any time grant to one or more banks or other fmancial institutions or special
purpose funding vehicle (each a “Participant “) participating interests in its Conmiitments andlor any or all of its Loans and Letter of Credit
Liabilities. In the event of any such grant by a Lender of a participating interest to a Participant, whether or not upon notice to the Borrower and
the Administrative Agent, such Lender shall remain responsible for the performance of its obligations hereunder, and the Borrower, the Issuing
Lenders, Swingline Lender and the Administrative Agent shall continue to deal solely and directly with such Lender in connection with such
Lender’s rights and obligations under this Agreement. Any agreement pursuant to which any Lender may grant such a participating interest shall
provide that such Lender shall retain the sole right and responsibility to enforce the obligations of the Borrower hereunder including, without
limitation, the right to approve any amendment, modification or waiver of any provision of this Agreement; provided , that such participation
agreement may provide that such Lender will not agree to any modification, amendment or waiver of this Agreement which would (i) extend the
Termination Date, reduce the rate or extend the time of payment of principal, interest or fees on any Loan or Letter of Credit Liability in which
ich Participant is participating (except in connection with a waiver of applicability of any post-default increase in interest rates) or reduce the
)incipal amount thereof or increase the amount of the Participant’s participation over the amount thereof then in effect (it being understood that a

waiver of any Default or of a mandatory reduction in the Commitments shall not constitute a change in the terms of such participation, and that an
increase in any Commitment or Loan or Letter of Credit Liability shall be permitted without the consent of any Participant if the Participant’s
participation is not increased as a result thereof) or (ii) allow the assignment or transfer by the Borrower of any of its rights and obligations under
this Agreement. without the consent of the Participant, except to the extent any such assignment results from the consummation of a merger or
consolidation permitted pursuant to Section 6.07 of this Agreement. The Borrower agrees that each Participant shall, to the extent provided in its
participation agreement. be entitled to the benefits of Article II with respect to its participating interest to the same extent as if it were a Lender,
subject to the same limitations, and in no case shall any Participant be entitled to receive any amount payable pursuant to Article II that is greater
than the amount the Lender granting such Participant’s participating interest would have been entitled to receive had such Lender not sold such
participating interest. An assignment or other transfer which is not permitted by subsection (c) or (d) below shall be given effect for purposes of
this Agreement oniy to the extent of a participating interest granted in accordance with this subsection (b). Each Lender that sells a participation
shall, acting solely for this purpose as a non-fiduciary agent of the Borrower, maintain a register (solely for tax purposes) on which it enters the
name and address of each Participant and the principal amounts (and stated interest) of each Participant’s interest in the Loans or other obligations
under the Loan Documents (the” Participant Reuister “). The entries in the Participant Register shall be conclusive absent manifest error, and
such Lender shall treat each Person whose name is recorded in the Participant Register as the oner of such participation for all purposes of this
Agreement notwithstanding any notice to the contrary.

(c) Assienments Generally . Any Lender may at any time assign to one or more Eligible Assignees (each, an” Assignee “)
all, or a proportionate part (equivalent to an initial amount of not less than $5,000,000 or any larger integral multiple of $1,000,000), of its rights
and obligations under this Agreement and the Notes with respect to its Loans and, if still in existence, its Commitment, and such Assignee shall
assume such rights and obligations, pursuant to an Assigmiient and Assumption Agreement in substantially the form of Exhibit C attached hereto
executed by such Assignee and such transferor, with (and subject to) the consent of the Borrower, which shall not be unreasonably withheld or
delayed, the Administrative Agent, Swingline Lender and the Issuing Lenders, which consent shall not be unreasonably withheld or delayed;
provided that if an Assignee is an Affiliate of such transferor Lender or was a Lender immediately prior to such assignment, no such consent of
the Borrower or the Administrative Agent shall be required; provided ,further. that if at the time of such assignment a Default or an Event of
Default has occurred and is continuing, no such consent of the Borrotver shall be required; provided , further , that no such assignment may be
made prior to the Effective Date xithout the prior written consent of the Joint Lead Arrangers; provided , er,that the provisions of Sections
2.]2 ,2.16, 2.17 and 9.03 of this Agreement shall intwe to the benefit of a transferor with respect to any Loans made, any Letters of Credit issued
or any other actions taken by such transferor while it was a Lender. Upon execution and delivery of such instrument and payment by such

)ssignee to such transferor of an amount equal to the purchase price agreed between such transferor and such Assignee, such Assignee shall be a
ender party to this Agreement and shall have all the rights and obligations of a Lender with a Commitment, if any, as set forth in such instrument
of assumption, and the transferor shall be released from its obligations hereunder to a corresponding extent, and no further consent or action by
any party shall be required. Upon the consummation of any assignment pursuant to this subsection (c). the transferor, the Administrative Agent
and the BolTower shall make appropriate arrangements so that, if required, a new Note is isstied to the Assignee. In connection with any such



assigmnent, the transferor shall pay to the Administrative Agent an administrative fee for processing such assignment in the
amount of $3,500; provided that the Administrative Agent may, in its sole discretion, elect to waive such administrative fee in the case of any
assignment. Each Assignee shall, on or before the effective date of such assignment, deliver to the Borrower and the Administrative Agent
certification as to exemption from deduction or withholding of any United States Taxes in accordance with Section 2.17(e).

(d) Assignments to Federal Reserve Banks. Any Lender may at any time assign all or any portion of its rights under this
greement and its Note to a Federal Reserve Bank. No such assignment shall release the transferor Lender from its obligations hereunder.

(e) Register. The Borrower hereby designates the Administrative Agent to serve as the Borrower’s agent, solely for
purposes of this Section 9.06(e), to (i) maintain a register (the” Register “) on which the Administrative Agent will record the Commitments from
time to time of each Lender, the Loans made by each Lender and each repayment in respect of the principal amount of the Loans of each Lender
and to (ii) retain a copy of each Assignment and Assumption Agreement delivered to the Administrative Agent pursuant to this Section. Failure to
make any such recordation, or any error in such recordation, shall not affect the Borrower’s obligation in respect of such Loans. The entries in the
Register shall be conclusive, in the absence of manifest error, and the Borrower, the Administrative Agent, Swingline Lender, the Issuing Lenders
and the other Lenders shall treat each Person in whose name a Loan and the Note evidencing the same is registered as the oviier thereof for all
purposes of this Agreement, notwithstanding notice or any provision herein to the contrary. With respect to any Lender, the assignment or other
transfer of the Commitments of such Lender and the rights to the principal of, and interest on, any Loan made and any Note issued pursuant to this
Agreement shall not be effective until such assignment or other transfer is recorded on the Register and, except to the extent provided in this
subsection 9.06(e), otherwise complies with Section 9.06, and prior to such recordation all amounts owing to the transferring Lender with respect
to such Commitments, Loans and Notes shall remain owing to the transferring Lender. The registration of assignment or other transfer of all or
part of any Commitments, Loans and Notes for a Lender shall be recorded by the Administrative Agent on the Register only upon the acceptance
by the Administrative Agent of a properly executed and delivered Assignment and Assumption Agreement and payment of the administrative fee
referred to in Section 9.06(c). The Register shall be available for inspection by each of the Borrower, the Swingline Lender and each Issuing
Lender at any reasonable time and from time to time upon reasonable prior notice. In addition, at any time that a request for a consent for a
material or substantive change to the Loan Documents is pending, any Lender wishing to consult with other Lenders in connection therewith may
request and receive from the Administrative Agent a copy of the Register. The Borrower may not replace any Lender pursuant to Section 2.08
(b) , unless, with respect to any Notes held by such Lender, the requirements of subsection 9.06(c) and this subsection 9.06(e) have been satisfied.

Section 9.07. Governing Law; Submission to Jurisdiction. This Agreement and each Note shall be governed by and construed in
accordance with the internal laws of the State of New York. The Borrower hereby submits to the nonexclusive jurisdiction of the United States
District Court for the Southern District of New York and of any New York State court sitting in New York City for purposes of all legal
proceedings arising out of or relating to this Agreement or the transactions contemplated hereby. The Borrower irrevocably waives, to the friflest
extent permitted by law, any objection which it may now or hereafter have to the laying of the venue of any such proceeding brought in such court
and any claim that any such proceeding brought in any such court has been brought in an inconvenient forum.

Section 9.08. Counterparts; Intearation: Effectiveness. This Agreement shall become effective on the Effective Date. This
Agreement may be signed in any number of counterparts, each of which shall be an original, with the same effect as if the signatures thereto and
hereto were upon the same instrument. On and after the Effective Date, this Agreement, the other Loan Docwnents and the Fee Letter constitute
the entire agreenicnt and understanding among the parties hereto and supersede any and all prior agreements and understandings, oral or written.
relating to the subject matter hereof and thereof.

Section 9.09. Generally Accepted Accounting Principles . Unless otherwise specified herein, all accounting terms used herein shall
be interpreted, all accounting determinations hereunder shall be made and all fmancial statements required to be delivered hereunder shall be
prepared in accordance with GAAP as in effect from time to time, applied on a basis consistent (except for changes concurred in by the
Borrower’s independent public accountants) with the audited consolidated fmancial statements of the Borrower and its Consolidated Subsidiaries
most recently delivered to the Lenders; provided, that, if the Borrower notifies the Administrative Agent that the Borrower wishes to amend any
covenant in Article VI to eliminate the effect of any change in GAAP on the operation of such covenant (or if the Administrative Agent notifies
the Borrower that the Required Lenders wish to amend Article VI for such purpose), then the Borrower’s compliance with such covenant shall be
deteimined on the basis of GAAY in effect immediately before the relevant change in GAAP became effective, until either such notice is
withdrawn or such covenant is amended in a manner satisfactory to the Borrower and the Required Lenders.

Section 9.10. Usage . The following rules of construction and usage shall be applicable to this Agreement and to any instrument or
agreement that is governed by or referred to in this Agreement.

(a) All terms defmed in this Agreement shall have the defmed meanings when used in any instrument governed hereby or
referred to herein and in any certificate or other document made or delivered pursuant hereto or thereto unless otherwise defmed therein.

(b) The words “hereof’, “herein”, “hereunder” and words of similar import when used in this Agreement or in any
instrwnent or agreement governed here shall be construed to refer to this Agreement or such instrument or agreement, as applicable, in its entirety
and not to any particular provision or subdivision hereof or thereof.

(c) References in this Agreement to “Article”, “Section”, “Exhibit”, “Schedule” or another subdivision or attachment shall
be construed to refer to an article, section or other subdivision of, or an exhibit, schedule or other attachment to, this Agreement unless the context

j
otherwise requires; references in any instrument or agreement governed by or referred to in this Agreement to “Article”, “Section”. “Exhibit”,

chedule” or another subdivision or attachment shall be construed to refer to an article, section or other subdivision of, or an exhibit, schedule or
‘—_-Aher attachment to, such instrument or agreement unless the context otherwise requires.

(d) The defmitions contained in this Agreement shall apply equally to the singular and plural forms of such
terms. Whenever the context may require, any pronoun shall include the corresponding masculine, feminine and neuter forms. The word “will”



shall be construed to have the same meaning as the word “shall”. The term “including” shall be construed to have the same
meaning as the phrase “including without limitation”.

(e) Unless the context otherwise requires, any defmition of or reference to any agreement, instrument, statute or document
ontained in this Agreement or in any agreement or instrument that is governed by or referred to in this Agreement shall be construed (i) as

erring to such agreement, instrument, statute or document as the same may be amended, supplemented or otherwise modified from time to time
bject to any restrictions on such amendments, supplements or modifications set forth in this Agreement or in any agreement or instrument

governed by or referred to in this Agreement), including (in the case of agreements or instruments) by waiver or consent and (in the case of
statutes) by succession of comparable successor statutes and (ii) to include (in the case of agreements or instruments) references to all attachments
thereto and instruments incorporated therein. Any reference to any Person shall be construed to include such Person’s successors and permitted
assigns.

(f) Unless the context otherwise requires, whenever any statement is qualified by “to the best knowledge of’ or “known
to” (or a similax phrase) any Person that is not a natural person, it is intended to indicate that the senior management of such Person has conducted
a commercially reasonable inquiry and investigation prior to making such statement and no member of the senior management of such Person
(including managers. in the case of limited liability companies, and general partners. in the case of partnerships) has current actual knowledge of
the inaccuracy of such statement.

Section 9.11. WAIVER Of JURY TRIAL. THE BORROWER HEREBY IRREVOCABLY WAIVES ANY AND ALL RIGHT TO
TRIAL BY JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT OR THE TRANSACTIONS
CONTEMPLATED HEREBY.

Section 9.12. Confidentiality. Each Lender agrees to hold all non-public information obtained pursuant to the requirements of this
Agreement in accordance with its customary procedure for handling confidential information of this nature and in accordance with safe and sound
banking practices; provided, that nothing herein shall prevent any Lender from disclosing such information (1) to any other Lender or to any
Agent, (ii) to any other Person if reasonably incidental to the administration of the Loans and Letter of Credit Liabilities, (iii) upon the order of
any court or administrative agency, (iv) to the extent requested by, or required to be disclosed to, any rating agency or regulatory agency or similar
authority (including any seW-regulatory authority, such as the National Association of hisurance Commissioners), (v) which had been publicly
disclosed other than as a result of a disclosure by any Agent or any Lender prohibited by this Agreement, (vi) in connection with any litigation to
which any Agent. any Lender or any of their respective Subsidiaries or Affiliates may be party, (vii) to the extent necessary in connection with the
exercise of any remedy hereunder, (viii) to such Lender’s or Agent’s Affiliates and their respective directors, officers, employees and agents
including legal counsel and independent auditors (it being understood that the Persons to whom such disclosure is made will be informed of the
confidential nature of such information and instructed to keep such information confidential), (ix) with the consent of the Borrower, (x) to Gold
Sheets and other similar bank trade publications, such information to consist solely of deal terms and other information customarily found in such
‘thlications and (xi) subject to provisions substantially similar to those contained in this Section, to any actual or proposed Participant or

- .signee or to any actual or prospective counterparty (or its advisors) to any securitization, swap or derivative transaction relating to the
Borrower’s Obligations hereunder. Notwithstanding the foregoing, any Agent, any Lender or Davis Polk & Wardwell LLP may circulate
promotional materials and place advertisements in financial and other newspapers and periodicals or on a home page or similar place for
dissemination of infoniiation on the Internet or worldwide web, in each case, afler the closing of the transactions contemplated by this Agreement
in the form of a “tombstone” or other release limited to describing the names of the Borrower or its Affiliates, or any of them, and the amount,
type and closing date of such transactions, all at their sole expense.

Section 9.13. USA PATRIOT Act Notice. Each Lender that is subject to the Patriot Act (as hereinafter defmed) and the
Administrative Agent (for itself and not on behalf of any Lender) hereby notifies the Borrower that pursuant to the requirements of the USA
PATRIOT Act (Title III of Pub.L. 107-56 (signed into law October 26, 2001)) (the “Patriot Act”), it is required to obtain, veri1’ and record
information that identifies the Borrower, which information includes the name and address of the Borrower and other information that will allow
such Lender or the Administrative Agent, as applicable, to identif’ the Borrower in accordance with the Patriot Act.

Section 9.14. No fiduciary Duty. Each Agent, each Lender and their respective Affiliates (collectively, solely for purposes of this
paragraph, the “Lender Parties”), may have economic interests that conflict with those of the Borrower, its Affiliates andlor their respective
stockholders (collectively, solely for purposes of this paragraph, the “Borrower Parties”). The Borrower agrees that nothing in the Loan
Documents or otherwise will be deemed to create an advisory, fiduciary or agency relationship or fiduciary or other implied duty (other than any
implied duty of good faith) between any Lender Party, on the one hand, and any Borrower Party, on the other. The Lender Parties acknowledge
and agree that (a) the transactions contemplated by the Loan Documents (including the exercise of rights and remedies hereunder and thereunder)
are arm’s-length commercial transactions between the Lender Parties, on the one hand, and the Borrower, on the other and (b) in connection
therewith and with the process leading thereto, (i) no Lender Party has assumed an advisory or fiduciary responsibility in favor of any Borrower
Party with respect to the transactions contemplated hereby (or the exercise of rights or remedies with respect thereto) or the process leading
thereto (irrespective of whether any Lender Party has advised, is currently advising or will advise any Borrower Party on other matters) or any
other obligation to any Borrower Party except the obligations expressly set forth in the Loan Documents and (ii) each Lender Party is acting solely
as principal and not as the agent or fiduciary of any Borrower Party. The Borrower acknowledges and agrees that the Borrower has consulted its
own legal and financial advisors to the extent it deemed appropriate and that it is responsible for making its own independent judgment with
respect to such transactions and the process leading thereto. The Borrower agrees that it will not claim that any Lender Party has rendered
advisory services of any nature or respect, or owes a fiduciary or similar duty to any Borrower Party, in connection with such transaction or the
nrocess leading thereto.

Section 9.15. Amendment and Restatement of Existine Credit Agreement . Upon the execution and delivery of this Agreement, the
Existing Credit Agreement shall be amended and restated to read in its entirety as set forth herein. With effect from and including the Effective
Date, (i) the Commitments of each Lender party hereto (the “ Extending Lenders “) shall be as set forth on the Commitment Appendix (and any
Lender under the Existing Credit Agreement that is not listed on the Commitment Appendix shall cease to be a Lender hereunder; provided that.



for the avoidance of doubt, such Lender under the Existing Credit Agreement shall continue to be entitled to the benefits of Section 9.03
of the Existing Credit Agreement), (ii) the Commitment Ratio of the Extending Lenders shall be redetennined based on the Commitments set forth
in the Commitment Appendix and the participations of the Extending Lenders in, and the obligations of the Extending Lenders in respect of any
Letters of Credit or Swingline Loans outstanding on the Effective Date shall be reallocated to reflect such redetermined Commitment Ratio and

ii) each JLA Issuing Bank shall have the Fronting Subflmit set forth in the ILA L/C fronting Sublimits Appendix.

[Signature Pages to FollowJ



N WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed by their respective authorized
officers as of the day and year first above written.

PPL ELECTRiC UTILITIES CORPORATION

By: /5/ Russell R. Clelland
Name: Russell R. Clelland
Title: Assistant Treasurer



WELLS FARGO BANK, NATIONAL
ASSOCIATION, as Administrative Agent, Issuing
Lender, Swingline Lender and Lender

By: /5/ Keith Lueftel
Name: Keith Luettel
Title: Vice President



BANK Of AMERICA, N.A., as Issuing
Lender and Lender

By:/S/ Mike Mason
Name: Mike Mason
Title: Director



THE ROYAL BANK OF SCOTLAND PLC, as
Issuing Lender and Lender

By: Is/ Tyler J McCarthy
Name: Tyler I McCarthy
Title: Director



THE ROYAL BANK OF SCOTLAND PLC, as
Issuing Lender and Lender

By: /5/ Tyler I McCarthy
Name: Tyler J McCarthy
Title: Director



BARCLAYS BAM< PLC, as Issuing
Lender and Lender

By: Is! Ronnie Glenn
Name: Ronnie Glenn
Title: Vice President



THE BANK OF NOVA SCOTIA, as
Issuing Lender and Lender

By:/S/ Thane Rattew
Name: Thane Rattew
Title: Managing Director



THE BANK Of TOKYO-MITSUBISHI UFJ, INC.
as Issuing Lender and Lender

By:IS/ Alan Reiter
Name: Alan Reiter
Title: Vice President



UNION BANK, NA., as a Lender

By: Is! Carmelo Restifo
Name: Carmelo Restifo
Title: Director



BNP PARIBAS, as a Lender

By:IS/ Denis O’Meara
Name: Denis O’Meara
Title: Managing Director

BNP PARIBAS, as a Lender

By: Is! Pasguale A. Perraglia TV
Name: Pasquale A. Perraglia TV
Title: Vice President



CITiBANK, N.A., as a Lender

By: Is! Amit Vasani
Name: Amit Vasani
Title: Vice President



CREDIT SUISSE AG, CAYMAN ISLANDS
BRANCH, as a Lender

By: Is! Christopher Reo Day
Name: Christopher Reo Day
Title: Vice President

By: Is! Vipul Dhadda
Name: Vipul Dhadda
Title: Associate



GOLDMAN SACHS BANK USA, as a Lender

By: Is! Mark Walton
Name: Mark Walton
Title: Authorized Signatory



J.P. MORGAN CHASE BANK, N.A., as a Lender

By: Is! Juan Javellana
Name: Juan Javellana
Title: Executive Director



MORGAN STANLEY BANK, N.A., as a Lender

By: Is! Kelly Chin
Name: Kelly Chin
Title: Authorized Signatory



ROYAL BANK Of CANADA, as a Lender

By: Is! frank Lambrinos
Name: frank Lambrinos
Title: Authorized Signatory



TiES LOAN FINANCE LLC, as a Lender

By: Is! Irja R. Otsa
Name: frja R. Otsa
Title: Associate Director

By: Is! David Urban
Name: David Urban
Title: Associate Director



CREDIT AGRICOLE CORPORATE AND
iNVESTMENT BANK, as a Lender

By: Is! Dixon Schultz
Name: Dixon Schultz
Title: Managing Director

By: 1sf Sharada Manne
Name: Sharada Manne
Title: Managing Director



KEYBANK NATIONAL ASSOCIATION, as a
Lender

By: Is! Craig A. Hanselman
Name: Craig A. Hanselman
Title: Vice President



LLOYDS TSB BANK PLC, as a Lender

By: /5/ Stephen Giacolone
Name: Stephen Giacolone
Title: Assistant Vice President —0011

LLOYDS TSB BANK PLC, as a Lender

By: /5/ Julia R. Franklin
Name: Julia R. Franklin
Title: Vice President —F0l4



MIZUHO CORPORATE BAM(, LTD., as a
Lender

By: Is/ Leon Mo
Name: Leon Mo
Title: Authorized Signatory



SUNTRUST BANK, as a Lender

By: Is! Andrew Johnson
Name: Andrew Johnson
Title: Director



THE BANK OF NEW YORK MELLON, as a
Lender

By: Is! Mark W. Rogers
Name: Mark W. Rogers
Title: Vice President



U.S. BAM( NATIONAL ASSOCIATION, as a
Lender

By: Is! John M. Eyerman
Name: John M. Eyennan
Title: Vice President



CANADIAN IIvWERIAL BANK OF
COIvUvifiRCE, New York Agency, as a Lender

By: Is! Robert Casey
Name: Robert Casey
Title: Authorized Signatory

By: Is! Jonathan J. Kim
Name: Jonathan J. Kim
Title: Authorized Signatory



COMPASS BANK, as a Lender

By: Is! Susana Campuzano
Name: Susana Campuzano
Title: Senior Vice President



PNC BANK, NATIONAL ASSOCIATION, as a
Lender

By: Is! Edward M. Tessalone
Name: Edward M. Tessalone
Title: Senior Vice President PNC Bank, N.A.



SOVEREIGN BANK, N.A., as a Lender

By: Is! William Maag
Name: William Maag
Title: Senior Vice President



SUMITOMO MITSUI BANKING
CORPORATION, as a Lender

By: Is! Shugi Yabe
Name: Shugi Yabe
Title: Managing Director



THE NORTHERN TRUST COMPANY, as a
Lender

By: /5/ Daniel Boote
Name: Daniel Boote
Title: Senior Vice President



Commitment Appendix

Lender Revolving Commitment
Wells Fargo Bank, National Association $15,428,571.42

nk of America, N.A. $15,428,571.43
ne Royal Bank of Scotland plc $15,428,571.43

Barclays Bank PLC $14,107,142.86
The Bank of Nova Scotia $14,107,142.86
The Bank of Tokyo-Mitsubishi UFJ, Ltd. $7,053,571.43
Union Bank, N.A. $7,053,571.43
BNP Paribas $14,107,142.86
Citibank, N.A. $14,107,142.86
Credit Suisse AG, Cayman Islands Branch $14,107,142.86
Goldman Sachs Bank USA $14,107,142.86
JPMorgan Chase Bank, N.A. $14,107,142.86
Morgan Stanley Bank, N.A. $14,107,142.86
Royal Bank of Canada $14,107,142.86
UBS Loan Finance LLC $14,107,142.86
Credit Agricole Corporate & Investment Bank $10,071,428.57
KeyBank National Association $10,071,428.57
Lloyds Bank $10,071,428.57
Mizuho Corporate Bank, Ltd. $10,071,428.57
SunTmst Bank $10,071,428.57
The Bank of New York Mellon $10,071,428.57
U.S. Bank National Association $10,071,428.57
Canadian Imperial Bank of Conmwrce $4,892,857.14
Compass Bank $4,892,857.14
PNC Bank, National Association $4,892,857.14
Sovereign Bank, N.A. $4,892,857.14
Sumitomo Mitsui Banking Corporation $4,892,857.14
The Northern Trust Company $3,571,428.57

Total $300,000,000.00



JLA LIC Fronting Sublimits Appendix

Issuing Lender L/C Fronting Sublimit
Wells Fargo Bank, National Association $29,166,666.67

Fnk of America, N.A. $29,166,666.67
e Royal Bank of Scotland plc $29,166,666.67

Barclays Bank PLC $20,833,333.33
The Bank of Nova Scotia $20,833,333.33
The Bank of Tokyo-Mitsubishi UFJ, Ltd. $20,833,333.33

Total $150,000,000.00



EMIIBIT A-I
form of Notice of Borrowing

ells Fargo Bank, National Association,
as Administrative Agent
1525 W WI Harris Boulevard
Charlotte, NC 28262
Attention: Syndication Agency Services

Ladies and Gentlemen:

This notice shall constitute a “Notice of Borrowing” pursuant to Section 2.03 of the $300,000,000 Amended and Restated
Revolving Credit Agreement dated as of November 6, 2012 (the” Credit Agreement “) among PPL Electric Utilities Corporation, the lending
institutions party thereto from time to time and Wells Fargo Bank, National Association, as Administrative Agent. Tenns defined in the Credit
Agreement and not otherwise defined herein have the respective meanings provided for in the Credit Agreement.

1. The date of the Borrowing will be

_______________, _____________.

1

2. The aggregate principal amount of the Borrowing will be 2

3. The Borrowing will consist of t Revolving] [Swingline I Loans.

4. The Borrowing will consist of [ Base Rate I t Euro-Dollar J Loans.

5. The initial Interest Period for the Loans comprising such Borrowing shall be

___________________

‘I

[Insert appropriate delivery instructions, which shall include bank and account number]

Must be a Business Day.

- Revolving Borrowings must be an aggregate principal amount of $10,000,000 or any larger integral multiple of $1,000,000, except the
Borrowing may be in the aggregate amount of the remaining unused Revolving Commitment. Swingline Borrowings must be an aggregate
principal amount of $2,000,000 or any larger integral multiple of $500,000

3 Applicable for Revolving Loans only.

4 Applicable for Euro-Dollar Loans only. Insert “one month”, “two months”, three months” or “six months” (subject to the provisions of the
definition of “Interest Period”).



PPL ELECTRIC UTILITIES CORPORATION

By:
Name:
Title:



EXHIBIT A-2
Form of Notice of ConversionlConfinuation

iells Fargo Bank, National Association, —

as Administrative Agent
1525 W WT Harris Boulevard
Charlotte, NC 28262
Attention: Syndication Agency Services

Ladies and Gentlemen:

This notice shall constitute a “Notice of Conversion]Continuation” pursuant to Section 2.06(d)(ii) of the $300,000,000 Amended
and Restated Revolving Credit Agreement dated as of November 6, 2012 (the” Credit Agreement “) among PPL Electric Utilities Corporation,
the lending institutions party thereto from time to time and Wells Fargo Bank, National Association, as Administrative Agent. Tenns defmed in
the Credit Agreement and not otherwise defmed herein have the respective meanings provided for in the Credit Agreement.

1. The Group of Loans (or portion thereof) to which this notice applies is all or a portion of all Base Rate Loans currently
outstanding] (all or a portion of all Euro-Dollar Loans currently outstanding having an Interest Period of_ months and ending on the Election
Date specified below

2. The date on which the conversionlcontinuation selected hereby is to be effective is

____________, _____________(the”

Election Date “).

3. The principal amount of the Group of Loans (or portion thereof) to which this notice applies is $__________________

6

4. [The Group of Loans (or portion thereof) which are to be converted will bear interest based upon the [Base Rate]
[Adjusted London Interbank Offered Rate].] [The Group of Loans (or portion thereof) which are to be continued will bear interest based upon the
[Base Rate][Adjusted London Interbank Offered Rate].]

5. The Interest Period for such Loans will be

_______________.

)Must be a Business Day.

6May apply to a portion of the aggregate principal amount of the relevant Group of Loans; provided that (i) such portion is allocated ratably
among the Loans comprising such Group and (ii) the portion to which such notice applies, and the remaining portion to which it does not apply,
are each $10,000,000 or any larger integral multiple of $1,000,000.

i only in the case of a conversion to, or a continuation of Euro-Dollar Loans. Insert “one month”, “two months”, “three months” or
“six months” (subject to the provisions of the definition of Interest Period).



PPL ELECTRIC UTILITIES CORPORATION

By:
Name:
Title:



EXIUB1T A-3
Form of Notice of Conversion/Continuation

[Insert details of Issuing Lender]

Ladies and Gentlemen:

This notice shall constitute a “Letter of Credit Request” pursuant to Section 3.03 of the $300,000,000 Amended and Restated
Revolving Credit Agreement dated as of November 6, 2012 (the” Credit Agreement “) among PPL Electric Utilities Corporation, the lending
institutions party thereto from time to time and Wells Fargo Bank, National Association, as Administrative Agent. Terms defmed in the Credit
Agreement and not otherwise defmed herein have the respective meanings provided for in the Credit Agreement.

The undersigned hereby requests that

_______________

issue a Standby Letter of Credit on

_______________, ________

in the
aggregate amount of $ . [This request is to extend a Letter of Credit previously issued under the Credit Agreement; Letter of
Credit No.

__________

The beneficiary of the requested Standby Letter of Credit will be

________________

10, and such Standby Letter of Credit will be in
support of and will have a stated termination date of_____________________ 12

Copies of all documentation with respect to the supported transaction are attached hereto.

8lnsert name of Issuing Lender.
9Must be a Business Day.

Insert name and address of beneficiary.
11 Insert a description of the obligations, the name of each agreement and/or a description of the commercial transaction to which this Letter of

Credit Request relates.
12 Insert the last date upon which drafts may be presented (which may not be later than one year after the date of issuance specified above or

beyond the fifth Business Day prior to the Termination Date)..
PPL ELECTRIC UTILITIES CORPORATION

By:____________
Name:
Title:

APPROVED:

[ISSUThJG LENDER]

By:____________
Name:
Title:



EXHIBIT B

form of Note

FOR VALUE RECEIVED, the undersigned, PPL ELECTRIC UTILITIES CORPORATION, a Pennsylvania corporation (the
iorrower “), promises to pay to the order of

_____________________

(hereinafter, together with its successors and assigns, called the “Holder “), at
the Administrative Agent’s Office or such other place as the Holder may designate in writing to the Borrower, the principal sum of

_____________________

AND

_______IlOOs

DOLLARS ($ ), or, if less, the principal amount of all Loans advanced by the
Holder to the Borrower pursuant to the Credit Agreement (as defined below), plus interest as hereinafter provided. Such Loans may be endorsed
from time to time on the grid attached hereto, but the failure to make such notations shall not affect the validity of the Borrower’s obligation to
repay unpaid principal and interest hereunder.

All capitalized terms used herein shall have the meanings ascribed to them in that certain $300,000,000 Amended and Restated
Revolving Credit Agreement dated as of November 6, 2012 (as the same may be amended, modified or supplemented from time to time, the”
Credit Agreement “) by and among the Borrower, the lenders party thereto (collectively, the “ Lenders “) and Wells Fargo Bank, National
Association, as administrative agent (the” Administrative Agent “) for itself and on behalf of the Lenders and the Issuing Lenders, except to the
extent such capitalized terms are otherwise defmed or limited herein.

The Borrower shall repay principal outstanding hereunder from time to time, as necessary, in order to comply with the Credit
Agreement. All amounts paid by the Borrower shall be applied to the Obligations in such order of application as provided in the Credit
Agreement.

A fmal payment of all principal amounts and other Obligations then outstanding hereunder shall be due and payable on the maturity
date provided in the Credit Agreement, or such earlier date as payment of the Loans shall be due, whether by acceleration or otherwise.

The Borrower shall be entitled to borrow, repay, reborrow, continue and convert the Holder’s Loans (or portion thereof) hereunder
pursuant to the terms and conditions of the Credit Agreement. Prepayment of the principal amount of any Loan may be made as provided in the
Credit Agreement.

The Borrower hereby promises to pay interest on the unpaid principal amount hereof as provided in Article II of the Credit
Agreement. Interest under this Note shall also be due and payable when this Note shall become due (whether at maturity, by reason of
acceleration or otherwise). Overdue principal and, to the extent permitted by law, overdue interest, shall bear interest payable on DEMAND at the
default rate as provided in the Credit Agreement.

In no event shall the amount of interest due or payable hereunder exceed the maximum rate of interest allowed by applicable law, and in
the event any such payment is inadvertently made by the Borrower or inadvertently received by the Holder, then such excess sum shall be credited
as a payment of principal, unless the Borrower shall notif’ the Holder in writing that it elects to have such excess sum returned forthwith. It is the
express intent hereof that the Borrower not pay and the Holder not receive, directly or indirectly in any manner whatsoever, interest in excess of
that which may legally be paid by the Borrower under applicable law.

All parties now or hereafter liable with respect to this Note, whether the Borrower, any guarantor, endorser or any other Person or entity,
hereby waive presentment for payment, demand, notice of non-payment or dishonor, protest and notice of protest.

No delay or omission on the part of the Holder or any holder hereof in exercising its rights under this Note, or delay or omission on the
part of the Holder, the Administrative Agent or the Lenders collectively, or any of them, in exercising its or their rights under the Credit
Agreement or under any other Loan Document, or course of conduct relating thereto, shall operate as a waiver of such rights or any other right of
the Holder or any holder hereof nor shall any waiver by the Holder, the Administrative Agent, the Required Lenders or the Lenders collectively,
or any of them, or any holder hereof, of any such right or rights on any one occasion be deemed a bar to, or waiver of, the same right or rights on
any future occasion.

The Borrower promises to pay all reasonable costs of collection, including reasonable attorneys’ fees, should this Note be collected by or
through an attorney-at-law or under advice therefrom.

This Note evidences the Holder’s Loans (or portion therof) under, and is entitled to the benefits and subject to the terms of, the Credit
Agreement, which contains provisions with respect to the acceleration of the maturity of this Note upon the happening of certain stated events, and
provisions for prepayment.

This Note shall be governed by and construed in accordance with the internal laws of the State of New York.

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]



iN WITNESS WHEREOF, the undersigned has caused this Note to be executed by its duly authorized representative as of the day and
year first above written.

PPL ELECTRIC UTILITIES CORPORATION

By:

___________________________

Name:
Title:



LOANS AND PAYMENTS OF PRINCIPAL

)ate mount of Loan ‘ype \mount of Principal otation Made By

________________________ ____________________

epaid

_________________________

(EEEEEEE

________ _______ _______ _________



EXifiBIT C

Form of Assignment and Assumption Agreement

This Assignment and Assumption (the” Assignment and Assumption “) is dated as of the Effective Date set forth below and is entered
to by and between [the] [each] Assignor identified on the Schedules hereto as “ Assignor” [or” Assignors” (collectively, the “ Assignors”

and each] an “ Assignor “) and [the] [each] Assignee identified on the Schedules hereto as “ Assignee “ or “ Assignees “ (collectively, the
Assignees “ and each an “ Assignee “). [It is understood and agreed that the rights and obligations of [the Assignors] [the Assignees] 15

hereunder are several and not joint.] 16 Capitalized terms used but not defmed herein shall have the meanings given to them in the Credit
Agreement identified below (the “ Credit Agreement “), receipt of a copy of which is hereby acknowledged by [the] [each] Assignee. The
Standard Terms and Conditions set forth in Annex 1 attached hereto are hereby agreed to and incorporated herein by reference and made a part of
this Assignment and Assumption as if set forth herein in full.

for an agreed consideration, [the] [each] Assignor hereby irrevocably sells and assigns to [the Assignee] [the respective Assignees], and
[the] [each] Assignee hereby irrevocably purchases and assumes from [the Assignor] [the respective Assignors], subject to and in accordance with
the Standard Terms and Conditions and the Credit Agreement, as of the Effective Date inserted by the Administrative Agent as contemplated
below (a) all of [the Assignor’s] [the respective Assignors’] rights and obligations in [its capacity as a Lender] [their respective capacities as
Lenders) under the Credit Agreement and any other documents or instruments delivered pursuant thereto to the extent related to the amount and
percentage interest identified below of all of such outstanding rights and obligations of [the Assignor] [the respective Assignors] under the
respective facilities identified below (including without limitation any letters of credit, guarantees, and swingline loans included in such facilities)
and (b) to the extent permitted to be assigned under applicable law, all claims, suits, causes of action and any other right of [the Assignor (in its
capacity as a Lender)] [the respective Assignors (in their respective capacities as Lenders)] against any Person, whether known or unknown,
arising under or in connection with the Credit Agreement, any other documents or instruments delivered pursuant thereto or the loan transactions
governed thereby or in any way based on or related to any of the foregoing, including, but not limited to, contract claims, tort claims, malpractice
claims, statutory claims and all other claims at law or in equity related to the rights and obligations sold and assigned pursuant to clause (a) above
(the rights and obligations sold and assigned by [the] [any] Assignor to [the] [any] Assignee pursuant to clauses (a) and (b) above being referred to
herein collectively as, the “ Assigned Interest “). Each such sale and assignment is without recourse to [the] [any] Assignor and, except as
expressly provided in this Assignment and Assumption, without representation or warranty by [the] [any] Assignor.

I. Assignor: See Schedule attached hereto

2. Assignee: See Schedule attached hereto

‘ . Borrower: PPL Electric Utilities Corporation

4. Administrative Agent: Wells Fargo Bank, National Association, as the administrative agent under the Credit Agreement

5. Credit Agreement: The $300,000,000 Amended and Restated Revolving Credit Agreement dated as of November 6, 2012 by and among PPL
Electric Utilities Corporation. as Borrower, the Lenders party thereto and Wells Fargo Bank, National Association, as Adminisative Agent (as
amended, restated, supplemented or otherwise modified)

6. Assigned Interest: See Schedule attached hereto

[7. Trade Date: 117

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]

for bracketed language here and elsewhere in this form relating to the Assignor(s), if the assignment is from a single Assignor, choose the first
13 bracketed language. If the assignment is from multiple Assignors, choose the second bracketed language.

For bracketed language here and elsewhere in this form relating to the Assignee(s), if the assignment is to a single Assignee, choose the first
14 bracketed language. If the assignment is to multiple Assignees, choose the second bracketed language.

15
Select as appropriate.

16
Include bracketed language if there are either multiple Assignors or multiple Assignees.

17
To be completed if the Assignor(s) and the Assignee(s) intend that the minimum assignment amount is to be detennined as of the Trade Date.

Effective Date:

______________,

20

O BE INSERTED BY ADMINISTRATiVE AGENT AND WHICH SHALL BE THE EFFECTIVE DATE OF RECORDATION OF
RANSFER TN THE REGISTER THEREFOR.]

The terms set forth in this Assignment and Assumption are hereby agreed to:



ASSIGNOR

[NAME OF ASSIGNOR]

y:

____________________

tie:

ASSIGNEE

See Schedule attached hereto



[Consented to and] 8

WELLS FARGO BANK, NATIONAL ASSOCIATION,
as Administrative Agent, [Issuing Lender] and Swingline Lender

Title:

[Consented to:] 19

PPL ELECTRIC UTILITIES CORPORATION

By:_______________________________
Title:

[Consented to]:

[Issuing Lender] 20,

as Issuing Lender

By:_______________________________
Title:

[Consented to]:

[JOiNT LEAD ARRANGERS12’

WELLS FARGO BANK, N.A.

By:

_______________________________

Title:

( NK OF AMERICA, N.A.

By:

_________________________________

Title:

To be added only if the consent of the Administrative Agent is required by the terms of the Credit Agreement.

To be added oniy if the consent of the Borrower is required by the terms of the Credit Agreement.

20
Add all Issuing Lender signature blocks.

21
To be added if assignment is made before Effective Date



SCHEDULE

To Assignment and Assumption

its execution of this Schedule, the Assignee(s) agree(s) to the terms set forth in the attached Assignment and Assumption.

Assigned Interests:

jAggregate Amount of Commitment/lAmount of Commitment! Loans Percentage Assigned of
ILoans for all Lenders22 lAssigned23 ICommitment! Loans24

Number

Is

[NAME OF ASSIGNEEJ 25 [and is an Affiliate of [ ident Lender JJ 26

22Amount to be adjusted by the counterparties to take into account any payments or prepayments made between the Trade Date and the Effective
Date.

23Amount to be adjusted by the counterparties to take into account any payments or prepayments made between the Trade Date and the Effective
Date.

24 Set forth, to at least 9 decimals, as a percentage of the Commitmentitoans of all Lenders thereunder.
25 Add additional signature blocks, as needed.
26 Select as applicable.



ANNEX ito Assignment and Assumption

AMENDED AND RESTATED REVOLVING CREDIT AGREEMENT DATED AS OF
NOVEMBER 6, 2012

BY AND AMONG
PPL ELECTRIC UTILITIES CORPORATION, AS BORROWER,

THE LENDERS PARTY THERETO
AND WELLS FARGO BANK, NATIONAL ASSOCIATION,

AS ADMINISTRATIVE AGENT
STANDARD TERMS AND CONDITIONS FOR ASSIGNMENT AND ASSUMPTION

1. Representations and Warranties.

1.1 Assignor . [TheJ [EachJ Assignor (a) represents and warrants that (i) it is the legal and beneficial owner of [the] [the
relevant] Assigned Interest, (ii) [theJ [suchJ Assigned Interest is free and clear of any lien, encumbrance or other adverse claim and (iii) it has full
power and authority, and has taken all action necessary, to execute and deliver this Assignment and Assumption and to consummate the
transactions contemplated hereby; and (b) assumes no responsibility with respect to (i) any statements, warranties or representations made in or in
coimection with the Credit Agreement or any other Loan Document, (ii) the execution, legality, validity, enforceability, genuineness, sufficiency
or value of the Loan Documents or any collateral thereunder, (iii) the fmancial condition of the Borrower, any of its Subsidiaries or Affiliates or
any other Person obligated in respect of any Loan Document or (iv) the performance or observance by the Borrower, any of its Subsidiaries or
Affiliates or any other Person of any of their respective obligations under any Loan Document.

1.2. Assignee . [The] [Each] Assignee (a) represents and warrants that (i) it has full power and authority, and has taken all
action necessary, to execute and deliver this Assignment and Assumption and to consummate the transactions contemplated hereby and to become
a Lender under the Credit Agreement, (ii) it meets all requirements of an Eligible Assignee under the Credit Agreement (subject to receipt of such
consents as may be required under the Credit Agreement), (iii) from and afler the Effective Date, it shall be bound by the provisions of the Credit
Agreement as a Lender thereunder and, to the extent of the Assigned Interest, shall have the obligations of a Lender thereunder, (iv) it has
received a copy of the Credit Agreement, together with copies of the most recent fmancial statements delivered pursuant to Section 6.01 thereof,
as applicable, and such other documents and information as it has deemed appropriate to make its own credit analysis and decision to enter into
this Assignment and Assumption and to purchase [the] [the relevant] Assigned Interest on the basis of which it has made such analysis and
decision independently and without reliance on the Administrative Agent or any other Lender, and (b) agrees that (1) it will, independently and
without reliance on the Administrative Agent, [thel [any] Assignor or any other Lender, and based on such documents and information as it shall
deem appropriate at the time, continue to make its own credit decisions in taking or not taking action under the Loan Documents, and (ii) it will

form in accordance with their terms all of the obligations that by the terms of the Loan Documents are required to be performed by it as a
.énder.

2. Payments. from and after the Effective Date, the Administrative Agent shall make all payments in respect of the Assigned Interest
(including payments of principal, interest, fees and other amounts) to the Assignor for amounts that have accrued to but excluding the Effective
Date and to the Assignee for amounts that have accrued from and after the Effective Date.

3. General Provisions. iThis Assignment and Assumption shall be binding upon, and inure to the benefit of, the parties hereto and their
respective successors and assigns. This Assignment and Assumption may be executed in any number of counterparts, which together shall
constitute one instrument. Delivery of an executed counterpart of a signature page of this Assignment and Assumption by telecopy shall be
effective as delivery of a manually executed counterpart of this Assignment and Assumption. This Assignment and Assumption shall be governed
by and construed in accordance with the internal laws of the State of New York.



EXHIBIT D

Forms of Opinions of Counsel for the Borrower

flatel

To the Administrative Agent and
each of the Lenders party to the Revolving
Credit Agreement referred to below

Re: PPL Electric Utilities Corporation
$300,000,000 Amended and Restated Revolving Credit Agreement

Ladies and Gentlemen:

We have acted as special counsel to PPL Electric Utilities Corporation, a Pennsylvania corporation (the “Company”), in connection with
the negotiation, execution and delivery of the $300,000,000 Amended and Restated Revolving Credit Agreement dated as of November 6, 2012,
among the Company, Wells Fargo Bank, National Association, as Administrative Agent, Issuing Lender and Swingline Lender, and the other
Lenders from time to time party thereto (such Revolving Credit Agreement as so amended, the “Agreement”). This letter is being delivered to
you at the request of the Company pursuant to Section 4.01(e) of the Agreement.

In preparing this letter, we have reviewed the Agreement[, and the Notes of the Company executed and delivered by the Company on the
date hereof (the “Notes”),J and the other documents executed and delivered by the Company in connection with the Agreement. We have also
reviewed the Securities Certificates (No. 5-2010-2183912 and No. S-201 1-2263370) filed by the Company with the Pennsylvania Public Utility
Commission (‘PUC”) in connection with the Agreement, and the Orders of the PUC dated August 18, 2010 and September 22, 2011, registering
said Securities Certificates (the ‘PUC Orders”).

Subject to the assumptions, qualifications and other limitations set forth below, it is our opinion that:

1. The Agreement constitutes a valid and legally binding agreement of the Company, enforceable against the Company in
accordance with its terms.

2. [The Notes constitute valid and legally binding obligations of the Company, enforceable against the Company in accordance
with their terms.J

3. The Company is not an “investment company” within the meaning of the Investment Company Act of 1940, as amended.

4. The borrowings under the Agreement and the use of proceeds thereof as contemplated by the Agreement do not violate
Regulation U or X of the Board of Governors of the Federal Reserve System.

In rendering our opinions, we have (a) without independent verification, relied, with respect to factual matters, statements and
conclusions, on certificates, notifications and statements, whether written or oral, of governmental officials and individuals identified to us as
officers and representatives of the Company and on the representations made by the Company in the Agreement and other documents delivered to
you in connection therewith and (b) reviewed originals, or copies of such agreements, documents and records as we have considered relevant and
necessary as a basis for our opinions. We note that, as counsel to the Company, we do not represent it generally and there may be facts relating to
the Company of which we have no knowledge.

We have assumed (a) the accuracy and completeness of all certificates, agreements, documents, records and other materials submitted to
us; (b) the authenticity of original certificates, agreements, documents, records and other materials submitted to us; (c) the conformity with the
originals of any copies submitted to us; (d) the genuineness of all signatures; (e) the legal capacity of all natural persons; (I) that the Agreement
constitutes the valid, legally binding and enforceable agreement of the parties thereto under all applicable law (other than, in the case of the
Company, the law of the State of New York); (g) that the Company (i) is duly organized, validly existing and in good standing under the law of its
jurisdiction of organization, (ii) has the power to execute and deliver, and to perform its obligations under, the Agreement [and the Notes], (iii)
has duly taken or caused to be taken all necessary action to authorize the execution, delivery and performance by it of the Agreement [and the
NotesJ and (iv) has duly executed and delivered the Agreement [and the Notes;]; (h) that the execution and delivery by the Company of, and the
performance by the Company of its obligations under, the Agreement and the Notes does not and will not (i) breach or violate (A) its Amendd
and Restated Ajticles of Incorporation or Bylaws, (B) any agreement or instrument to which the Company or any of its affiliates is a party or by
which the Company or any of its affiliates or any of their respective properties may be bound, (C) any authorization, consent, approval or license
(or the like) of or exemption (or the like) from, or any registration or filing (or the like) with, or report or notice (or the like) to, any governmental
unit, agency, commission, department or other authority granted to or otherwise applicable to the Company or any of its affiliates or any of their
respective properties (each a “Governmental Approval”), (D) any order, decision, judgment or decree that may be applicable to the Company or
any of its affiliates or any of their respective properties, or (E) any law (other than the law of the State of New York and the federal law of the
Inited States), or (ii) require any Governmental Approval (other than the PUC Orders, which we assume to have been duly granted and to remain
)full force and effect); (h) that the Company is engaged only in the businesses described in its Annual Report on form 10-K for the year ended

-iiecember 31, 2011 filed with the Securities and Exchange Commission; (i) that there are no agreements, understandings or negotiations between
the parties not set forth in the Agreement that would modify the terms thereof or the rights and obligations of the parties thereunder; and (j) for
purposes of our opinion in paragraph I as it relates to the choice-of-law provisions in the Agreement, that the choice of law of the State of New
York as the governing law of the Agreement would not result in a violation of an important public policy of another state or country having



greater contacts with the transactions contemplated by the agreement than the State of New York.

Our opinions are subject to and limited by the effect of (a) applicable bankruptcy, insolvency, fraudulent conveyance, fraudulent transfer,
receivership, conservatorship, arrangement. moratorium and other similar laws affecting and relating to the rights of creditors generally; (b)

eneral equitable principles; (c) requirements of reasonableness, good faith, fair dealing and materiality; (d) Article 9 of the Uniform Commercial
de regarding restrictions on assignment or transfer of rights; and (e) additionally in the case of (i) indemnities, a requirement that facts, known

J the indenmitee but not the indemnitor, in existence at the time the indemnity becomes effective that would entitle the indemnitee to
indemnification be disclosed to the indemnitor, and a requirement that an indemnity provision will not be read to impose obligations upon
indemnitors which are neither disclosed at the time of its execution nor reasonably within the scope of its terms and overall intention of the parties
at the time of its making, (ii) waivers, Sections 9-602 and 9-603 of the Uniform Commercial Code, and (iii) indemnities, waivers and exculpatory
provisions, public policy.

We express no opinion with respect to the following sections of the Agreement: (i) Section 9.02 (cumulative remedies), (ii) provisions
relating to rules of evidence or quantum of proof, (iii) Section 9.07 (submission to jurisdiction and waiver of inconvenient forum), insofar as such
sections relate to federal courts (except as to the personal jurisdiction thereof), and (choice of venue, i.e., requiring actions to be commenced in a
particular court in a particular jurisdiction), and (iv) Section 9.11 (waiver ofjury trial), insofar as such section is sought to be enforced in a federal
court.

We express no opinion as to the law of any jurisdiction other than the law of the State of New York and the federal law of the United
States of America, and in each case, only such law that in our experience is normally applicable to transactions of the type contemplated by the
Agreement and excluding (i) any law that is part of a regulatory regime applicable to specific assets or businesses of the lenders and (ii) the
statutes and ordinances, the administrative decisions, and the rules and regulations of counties, towns, municipalities and special political
subdivisions.

This letter speaks only as of the date hereof. We have no responsibility or obligation to update this letter or to take into account changes
in law or facts or any other development of which we may later become aware.

This letter is delivered by us as special counsel for the Company solely for your benefit in connection with the transaction referred to
herein and may not be used, circulated, quoted or otherwise referred to or relied upon for any other purpose or by any other person or entity
without our prior written consent.

Very truly yours,



[DateJ

o the Administrative Agent and
h of the Lenders party to the

redit Agreement referred to below

Re: $300,000,000 Amended and Restated Revolving Credit Agreement

Ladies and Gentlemen:

I am Senior Coumel of PPL Services Corporation, an affiliate of PPL Electric Utilities Corporation (the “Borrower”), and have acted as
counsel to the Borrower in connection with the $300,000,000 Amended and Restated Revolving Credit Agreement dated as of November 6, 2012
among the Borrower, Wells Fargo Bank, National Association, as Administrative Agent, Issuing Lender and Swingline Lender and the Lenders
party thereto from time to time (the “Agreement”). Capitalized terms used but not defmed herein have the meanings assigned to such terms in the
Agreement.

I am familiar with the Agreement[, the Notes of the Borrower executed and delivered by the Borrower on the date hereof (the “Notes”),]
and other documents executed and delivered by the Borrower in connection with the Agreement. I also have examined such other documents and
satisfied myself as to such other matters as I have deemed necessary in order to render this opinion. I have assumed that the Agreement and
instruments referred to in this opinion have been duly authorized, executed and delivered by all parties thereto other than the Borrower.

Based on the foregoing, I am of the opinion that:

1. The Borrower is duly incorporated, validly existing and in good standing under the laws of the Commonwealth of Pennsylvania
and has the corporate power to make and perform the Agreement [and the Notes].

2. The execution, delivery and performance by the Borrower of the Agreement [and the Notes] have been duly authorized by the
Borrower and do not violate any provision of law or regulation, or any decree, order, writ or judgment applicable to the Borrower, or any
provision of the Borrower’s Amended and Restated Articles of Incorporation or Bylaws, or result in the breach of or constitute a default under any
indenture or other agreement or instrument known to me to which the Borrower is a party.

3. [Each of the] [ThejAgreement [and the Notes] has been duly executed and delivered by the Borrower and constitutes the legal,
ijid and binding obligation of the Borrower, enforceable against the Borrower in accordance with [its] [theirJterms, except to the extent limited

a) (a) bankruptcy, insolvency, reorganization or other similar laws relating to or affecting the enforceability of creditors’ rights generally and by
general equitable principles that may limit the right to obtain equitable remedies regardless of whether enforcement is considered in a proceeding
of law or equity or (b) any applicable public policy on enforceability of provisions relating to indemnification, contribution, waivers and
exculpatory provisions.

4. Except as disclosed in or contemplated by the Borrower’s Annual Report on Form 10-K for the year ended December 31, 2011,
or in other reports filed under the Securities Exchange Act of 1934 from January 1, 2012 to the date hereof, or otherwise furnished in writing to
the Administrative Agent, no litigation, arbitration or administrative proceeding or inquiry is pending, or to my knowledge, threatened, which, if
determined adversely to the Borrower, would materially and adversely affect the ability of the Borrower to perform any of its obligations under
the Agreement [or the Notes]. To my knowledge, there is no litigation, arbitration or administrative proceeding pending or threatened that
questions the validity of the Agreement [or the Notes].

5. The Borrower is not engaged principally, or as one of its important activities, in the business of extending credit for the purpose
of purchasing or carrying any “margin stock” within the meaning of Regulation U of the Board of Governors of the Federal Reserve System.

6. There have not been any “reportable events,” as that term is defined in Section 4043 of the Employee Retirement Income
Security Act of 1974, as amended, which would result in a material liability of the Borrower.

7. The F 1 Order of the Pennsylvania Public Utility Commission (the “PUC”) relating to the Agreement is in full force and
effect, and no further authorization, consent or approval from any Governmental Authority is required for the execution, delivery and performance
of the Agreement by the Borrower or for the borrowings by the Borrower thereunder, except such authorizations, consents and approvals as have
been obtained prior to the date hereof which authorizations, consents and approvals are in full force and effect.

This opinion is limited to the laws of the Commonwealth of Pennsylvania, the State of New York and the federal laws of the United
States of America.

In rendering its opinion to the addressee hereof, Pillsbury Winthrop Shaw Pittman LLP may rely as to matters of Pennsylvania law
addressed herein upon this letter as if it were addressed directly to them. Except as aforesaid, without my prior written consent, this opinion may
‘ot be furnished or quoted to, or relied upon by, any other person or entity for any purpose.

Very truly yours,

Frederick C. Paine
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AMENDED AND RESTATED REVOLVING CREDIT AGREEMENT (this “Agreement “) dated as
of November 6, 2012 is entered into among PPL ENERGY SUPPLY, LLC, a Delaware limited liability company (the”

orrower “), the LENDERS party hereto from time to time and WELLS FARGO BANK, NATIONAL ASSOCIATION,
Administrative Agent. The parties hereto agree as follows:

RECITALS

WHEREAS, the Borrower is party to that certain $3,000,000,000 Revolving Credit Agreement dated as of
October 19, 2010 among the Borrower, the lenders party thereto and Wells Fargo Bank, National Association, as
administrative agent, as amended, modified, restated and supplemented from time to time (the “ Existing Credit
Agreement “); and

WHEREAS, the Borrower has requested that the Administrative Agent and the Lenders amend and restate the
Existing Credit Agreement to, among other things, extend the marnrity date, and the Administrative Agent and the
Lenders have agreed to such amendment and restatement on the terms and conditions set forth herein;

NOW, THEREFORE, in consideration of the mutual covenants and agreements herein contained, the parties
hereto agree that the Existing Credit Agreement is hereby amended and restated in its entirety, and do further agree as
follows:

ARTICLE I
DEFINITIONS

Section 1.01. Defmitions .All capitalized terms used in this Agreement or in any Appendix, Schedule or Exhibit
hereto which are not otherwise defmed herein or therein shall have the respective meanings set forth below.

Additional Letter of Credit “ means any standby letter of credit issued under this Agreement by an
]suing Lender on or after the Effective Date.

“Adjusted London Interbank Offered Rate “means, for any Interest Period, a rate per annum equal to the
quotient obtained (rounded upward, if necessary, to the nearest 1/100th of 1%) by dividing (i) the London Interbank
Offered Rate for such Interest Period by (ii) 1.00 minus the Euro-Dollar Reserve Percentage.

“Administrative Agent “means Wells Fargo Bank, in its capacity as administrative agent for the Lenders
hereunder and under the other Loan Documents, and its successor or successors in such capacity.

“Administrative Ouestioimaire “means, with respect to each Lender, an administrative questionnaire in
the form provided by the Administrative Agent and submitted to the Administrative Agent (with a copy to the Borrower)
duly completed by such Lender.

“Affiliate “means, with respect to any Person, any other Person who is directly or indirectly controlling,
controlled by or under coi-rmion control with such Person. A Person shall be deemed to control another Person if such
Person possesses, directly or indirectly, the power to direct or cause the direction of the management or policies of the
controlled Person, whether through the ownership of stock or its equivalent, by contract or otherwise.

Agent “ means the Administrative Agent, the Syndication Agents, the Joint Lead Arrangers, the
Documentation Agents or each Person that shall become a joint lead arranger pursuant to the terms of the Commitment
Letters and “Agents” means all of the foregoing.

“Agreement “has the meaning set forth in the introductory paragraph hereto, as this Agreement may be
amended, restated, supplemented or modified from time to time.

“Amendment Fee “has the meaning set forth in Section 4.01(j).

“Applicable Lending Office “ means, with respect to any Lender, (i) in the case of its Base Rate Loans, its
Base Rate Lending Office and (ii) in the case of its Euro-Dollar Loans, its Euro-Dollar Lending Office.



“Applicable Percentage “means, for purposes of calculating (1) the applicable interest rate for any day for
any Base Rate Loans or Euro-Dollar Loans, (ii) the applicable rate for the Commitment Fee for any day for purposes of
Section 2.07(a) or (iii) the applicable rate for the Letter of Credit fee for any day for purposes of Section 2.07(b), the
appropriate applicable percentage set forth below corresponding to the then current highest Borrower’s Ratings;

4Ntovided_,that, in the event that the Borrower’s Ratings shall fall within different levels and ratings are maintained by
oth Rating Agencies, the applicable rating shall be based on the higher of the two ratings unless one of the ratings is two
or more levels lower than the other, in which case the applicable rating shall be detennined by reference to the level one
rating lower than the higher of the two ratings:

Category A >A from S&P / A2 from 0.100% 0.000% 1.000%
Moody’s

Category B >A- from S&P / A3 from 0.125% 0.125% 1.125%
Moody’s

Category C BBB+ from S&P / Baal from 0.175% 0.250% 1.250%
Moody’s

Category D BBB from S&P / Baa2 from 0.200% 0.500% 1.500%
Moody’s

Category E BBB- from S&P / Baa3 from 0.250% 0.625% 1.625%
Moody’s

Category F BB+ from $&P / Bal 0.350% 0.875% 1.875%
from_Moody’s

“Asset Sale “shall mean any sale of any assets, including
Subsidiaries of equity interests in such Stibsidiaries.

“Assignee “has the meaning set forth in Section 9.06(c).

by way of the sale by the Borrower or any of its

Assigmnent and Assumption Agreement “ means an Assignment and Assumption Agreement,
substantially in the form of attached Exhibit C, under which an interest of a Lender hereunder is transferred to an Eligible
Assignee purstiant to Section 9.06(c).

Termination Date.
Availability Period “ means the period from and including the Effective Date to but excluding the

“Bankruptcy Code “means the Bankruptcy Reform Act of 1978, as amended, or any successor statute.

“Base Rate “means for any day a rate per annum equal to the highest of (i) the Prune Rate for such day,
(ii) the sum of 1/2 of 1% plus the Federal Funds Rate for such day and (iii) except during any period of time during which
a notice delivered to the Borrower tinder Section 2.14 or Section 2.15 shall remain in effect, the London hiterbank
Offered Rate piul%.

“Base Rate Borrowing “means a Borrowing comprised of Base Rate Loans.

Base Rate Lending Office “ means, as to each Lender, its office located at its address set forth in its
Administrative Questionnaire (or identified in its Administrative Questionnaire as its Base Rate Lending Office) or such
other office as stich Lender may hereafter designate as its Base Rate Lending Office by notice to the Borrower and the
Administrative Agent.

Base Rate Loan “ means (a) a Loan (other than a Swingline Loan) in respect of which interest is

fmputed

on the basis of the Base Rate and (b) a Swingline Loan in respect of which interest is computed on the basis of
e LOR Market hidex Rate.

“Borrower “ has the meaning set forth in the introductory paragraph hereto.

Borrower’s Ratings
(S&P [Moody’s)

Applicable Percentage Applicable Percentage
for Commitment Fees for Base Rate Loans

Applicable Percentage
for Euro-Dollar Loans
and Letter of Credit

Fees

Borrower’s Rating “ means the senior unsecured long-term debt rating of the Borrower from S&P or



Moody’s.

“Borrowing “means a group of Loans of a single Type made by the Lenders on a single date and, in the
case of a Euro-Dollar Borrowing, having a single Interest Period.

“Business Day “means any day except a Saturday, Sunday or other day on which commercial banks in
Charlotte, North Carolina or New York, New York are authorized by law to close; provided , that, when used in Article
ifi with respect to any action taken by or with respect to any Issuing Lender, the term “Business Day” shall not include
any day on which commercial banks are authorized by law to close in the jurisdiction where the office at which such
Issuing Lender books any Letter of Credit is located; and provided , further , that when used with respect to any
borrowing of, payment or prepayment of principal of or interest on, or the Interest Period for, a Euro-Dollar Loan, or a
notice by the Borrower with respect to any such borrowing payment, prepayment or Interest Period, the term “Business
Day” shall also mean that such day is a London Business Day.

“Capital Lease “ means any lease of property which, in accordance with GAAP, should be capitalized on
the lessee’s balance sheet.

Capital Lease Obligations “means, with respect to any Person, all obligations of such Person as lessee
under Capital Leases, in each case taken at the amount thereof accounted for as liabilities in accordance with GAAP.

“Change of Control “means (i) the acquisition by any Person, or two or more Persons acting in concert, of
beneficial ownership (within the meaning of Rule 13d-3 of the Securities and Exchange Coimnission under the Securities
Exchange Act of 1934, as amended) of 25% or more of the outstanding shares of voting stock of PPL Corporation or its
successors or (ii) the failure at any time of PPL Corporation or its successors to own 80% or more of the outstanding
shares of the Voting Stock in the Borrower.

Commitment “ means, with respect to any Lender, the commitment of such Lender to (i) make Loans
under this Agreement, (ii) refund or purchase participations in Swingline Loans pursuant to Section 2.02 and (iii)
purchase participations in Letters of Credit pursuant to Article III hereof, as set forth in the Commitment Appendix and as

•ch

Commitment may be reduced from time to time pursuant to Section 2.0$ or Section 9.06(c) or increased from time to
Jne pursuant to Section 2.19 or Section 9.06(c).

“Commitment Appendix “means the Appendix attached under this Agreement identified as such.

“Commitment Fee “has the meaning set forth in Section 2.07(a).

Commitment Letters “means that certain (i) commitment letter dated as of September 24, 2012 among
Wells Fargo Securities, Wells Fargo Bank, Merrill Lynch, Pierce, Feimer & Smith Incorporated, Bank of America, N.A.,
RBS Securities Inc. and The Royal Bank of Scotland plc and (ii) that certain coimnitment letter dated as of October 2,
2012 among Barclays Bank PLC, The Bank of Nova Scotia and Mitsubishi UFJ Financial Group, Inc., acting through The
Bank of Tokyo-Mitsubishi UFJ, Ltd. and Union Bank, N.A., each commitment letter addressed to and acknowledged and
agreed to by the Borrower.

“Commitment Ratio “ shall mean, with respect to any Lender, the percentage equivalent of the ratio which
such Lender’s Coimnitment bears to the aggregate amount of all Commitments.

Consolidated Capitalization “ shall mean the sum of, withotit duplication, (A) the Consolidated Debt
(without giving effect to clause (b) of the definition of “Consolidated Debt”) and (B) the consolidated member’s equity
(determined in accordance with GAAP) of the coimnon, preference and preferred equityholders of the Borrower and
minority interests recorded on the Borrower’s consolidated frnancial statements (excluding from member’s equity (i) the
effect of all unrealized gains and losses reported under Financial Accounting Standards Board Accounting Standards
Codification Topic 815 in connection with (x) forward contracts, futures contracts, options contracts or other derivatives
or hedging agreements for the future delivery of electricity, capacity, fuel or other commodities and (y) Interest Rate
Protection Agreements, foreign currency exchange agreements or other interest or exchange rate hedging arrangements

‘ ‘md (ii) the balance of accumulated other comprehensive income/loss of the Borrower on any date of determination solely
ith respect to the effect of any pension and other post-retirement benefit liability adjustment recorded in accordance with

GAAP), except that for purposes of calculating Consolidated Capitalization of the Borrower, Consolidated Debt of the
Borrower shall exclude Non-Recourse Debt and Consolidated Capitalization of the Borrower shall exclude that portion of
member’s equity attributable to assets securing Non-Recourse Debt.



Consolidated Debt “ means the consolidated Debt of the Borrower and its Consolidated Subsidiaries
(detennined in accordance with GAAP), except that for purposes of this definition (a) Consolidated Debt shall exclude
Non-Recourse Debt of the Borrower and its Consolidated Subsidiaries, and (b) Consolidated Debt shall exclude (i)
Hybrid Securities of the Borrower and its Consolidated Subsidiaries in an aggregate amount as shall not exceed 15% of

I‘pnsolidated Capitalization and (ii) Equity-Linked Securities in an aggregate amount as shall not exceed 15% of
consolidated Capitalization.

“Consolidated Subsidiary “ means with respect to any Person at any date any Subsidiary of such Person or
other entity the accounts of which would be consolidated with those of such Person in its consolidated fmancial
statements if such statements were prepared as of such date in accordance with GAAP.

“Continuing Lender “means with respect to any event described in Section 2.08(b), a Lender which is not
a Retiring Lender, and “Continuing Lenders” means any two or more of such Continuing Lenders.

Corporation “ means a corporation, association, company, joint stock company, limited liability
company, partnership or business trust.

“Credit Event “ means a Borrowing or the issuance, renewal or extension of a Letter of Credit.

“Debt” of any Person means, without duplication, (i) all obligations of such Person for borrowed money,
(ii) all obligations of stich Person evidenced by bonds, debenttires, notes or similar instruments, (iii) all Guarantees by
such Person of Debt of others, (iv) all Capital Lease Obligations and Synthetic Leases of such Person, (v) all obligations
of such Person in respect of Interest Rate Protection Agreements, foreign currency exchange agreements or other interest
or exchange rate hedging arrangements (the amount of any such obligation to be the net amount that would be payable
upon the acceleration, termination or liquidation thereof), but only to the extent that such net obligations exceed
$75,000,000 in the aggregate and (vi) all obligations of such Person as an account party in respect of letters of credit and
bankers’ acceptances; provided , however , that “Debt” of such Person does not include (a) obligations of such Person
under any installment sale, conditional sale or title retention agreement or any other agreement relating to obligations for
the deferred purchase price of property or services, (b) obligations tinder agreements relating to the purchase and sale of
‘y commodity. including any power sale or purchase agreements, any commodity hedge or derivative (regardless of
/hether any such transaction is a “fmancial” or physical transaction), (c) any trade obligations or other obligations of

such Person incurred in the ordinary course of business or (d) obligations of such Person under any lease agreement
(including any lease intended as security) that is not a Capital Lease or a Synthetic Lease.

“Defatilt” means any condition or event which constittites an Event of Default or which with the giving of
notice or lapse of time or both would, unless cured or waived, become an Event of Default.

“Defaulting Lender “ means at any time any Lender with respect to which a Lender Default is in effect at
such time.

Documentation Agents “ means Barclays Bank PLC, The Bank of Nova Scotia and Mitsubishi UFJ
financial Group, Inc., acting through The Bank of Tokyo-Mitsubishi UFJ, Ltd. and Union Bank N.A., each in its capacity
as a documentation agent in respect of this Agreement.

Dollars “and the sign “$“ means lawful money of the United States of America.

Effective Date “ means the date on which the Administrative Agent determines that the conditions
specified in or pursuant to Section 4.01 have been satisfied.

“Eligible Assignee “ means (1) a Lender; (ii) a commercial bank organized tinder the laws of the United
States and having a combined capital and surplus of at least $100,000,000; (iii) a coimnercial bank organized under the
laws of any other country which is a member of the Organization for Economic Cooperation and Development, or a
political subdivision of any such country, and having a combined capital and surplus of at least $100,000,000; provided
that such bank is acting through a branch or agency located and licensed in the United States; or (iv) an Affiliate of a
Lender that is an “accredited investor” (as defrned in Regulation D tinder the Securities Act of 1933, as amended);

that, in each case (a) upon and following the occurrence of an Event of Default, an Eligible Assignee shall
mean any Person other than the Borrower or any of its Affiliates and (b) notwithstanding the foregoing, “Eligible
Assignee” shall not incitide the Borrower or any of its Affiliates.

“Environmental Laws “ means any and all federal, state and local statutes, laws, regtilations, ordinances,



rules, judgments, orders, decrees, permits, concessions, grants, franchises, licenses or other written
governmental restrictions relating to the environment or to emissions, discharges or releases of pollutants, contaminants,
petroleum or petroleum products, chemicals or industrial, toxic or Hazardous Substances or wastes into the enviromnent
including, without limitation, ambient air, surface water, ground water, or land, or otherwise relating to the manufacture,

(“)ocessing, distribution, use, treatment, storage, disposal, transport or handling of pollutants, contaminants, petroleum or
1ietroleum products, chemicals or industrial, toxic or Hazardous Substances or wastes.

“Environmental Liabilities “ means all liabilities (including anticipated compliance costs) in connection
with or relating to the business, assets, presently or previously owned, leased or operated property, activities (including,
without limitation, off-site disposal) or operations of the Borrower or any of its Subsidiaries which arise under
Environmental Laws.

Equity-Linked Securities “ means any securities of the Borrower or any of its Subsidiaries which are
convertible into, or exchangeable for, equity securities of the Borrower, such Subsidiary or PPL Corporation, including
any securities issued by any of such Persons which are pledged to secure any obligation of any holder to purchase equity
securities of the Borrower, any of its Subsidiaries or PPL Corporation.

“ERISA “means the Employee Retirement Income Security Act of 1974, as amended, or any successor
statute.

“ERISA Grotip “means the Borrower and all members of a controlled group of corporations and all trades
or businesses (whether or not incorporated) under coimnon control which, together with the Borrower, are treated as a
single employer under Section 4 14(b) or (c) of the Internal Revenue Code.

“Euro-Dollar Borrowing “means a Borrowing comprised of Euro-Dollar Loans.

Euro-Dollar Lending Office “ means, as to each Lender, its office, branch or Affiliate located at its
address set forth in its Administrative Questionnaire (or identified in its Administrative Questionnaire as its Euro-Dollar
Lending Office) or such other office, branch or Affiliate of such Lender as it may hereafter designate as its Euro-Dollar
T.ending Office by notice to the Borrower and the Administrative Agent.

“Euro-Dollar Loan “means a Loan in respect of which interest is computed on the basis of the Adjusted
London li-iterbank Offered Rate pursuant to the applicable Notice of Borrowing or Notice of ConversionlContinuation.

“Euro-Dollar Reserve Percentage “of any Lender for the Interest Period of any LifiOR Rate Loan means
the reserve percentage applicable to such Lender during such Interest Period (or if more than one such percentage shall be
so applicable, the daily average of such percentages for those days in such Interest Period during which any such
percentage shall be so applicable) under regulations issued from time to time by the Board of Governors of the Federal
Reserve System (or any successor) for determining the maximum reserve requirement (including, without limitation, any
emergency, supplemental or other marginal reserve requirement) then applicable to such Lender with respect to liabilities
or assets consisting of or including “Eurocurrency Liabilities” (as defmed in Regulation D). The Adjttsted London
Interbank Offered Rate shall be adjusted automatically on and as of the effective date of any change in the Euro-Dollar
Reserve Percentage.

“Event of Default “has the meaning set forth in Section 7.01.

“Existing Credit Agreement “has the meaning set forth in the recitals hereto.

“Existing Debt “means the Debt outstanding on the Effective Date and listed on Schedule 6.12 hereto.

“Existing Letters of Credit “means, collectively the standby letters of credit isstied before the Effective
Date pursuant to the Existing Credit Agreement.

“Extending Lenders “has the meaning set forth in Section 9.15 hereto.

“FATCA “means Sections 1471 through 1474 of the Internal Revenue Code and any regulations (whether
_ihal, temporary or proposed) that are issued thereunder or official government interpretations thereof and any agreements
entered into pursuant to Section 147 1(b) of the Code.

“Federal Ftinds Rate “means for any day the rate per annum (rounded upward, if necessary, to the nearest



1/100th of 1%) equal to the weighted average of the rates on overnight Federal funds transactions with
members of the Federal Reserve System arranged by Federal funds brokers on such day, as published by the Federal
Reserve Bank of New York on the Business Day next succeeding such day; provided , that (i) if such day is not a
Business Day, the Federal Funds Rate for such day shall be such rate on such transactions on the next preceding Business

as so published on the next succeeding Business Day, and (ii) if no such rate is so published on such next succeeding
jusiness Day, the Federal Funds Rate for such day shall be the average of quotations for such day on such transactions
received by the Administrative Agent from three federal funds brokers of recognized standing selected by the
Administrative Agent.

“fee Letter “means the fee letter dated as of September 24, 2012 among the Borrower, Wells Fargo
Securities, Wells Fargo Bank, Merrill Lynch, Pierce, Fenner & Smith Incorporated, Bank of America, N.A., RBS
Securities Inc. and The Royal Bank of Scotland plc as amended, modified or supplemented from time to time.

“Foreign Subsidiary “means a Subsidiary which is not fonned under the laws of the United States or any
territory thereof.

“Fronting Fee “has the meaning set forth in Section 2.07(b).

Fronting Sublimit “means, (a) for each JLA Issuing Bank, the amount of such JLA Issuing Bank’s
commitment to issue and honor payment obligations under Letters of Credit, as set forth on the JLA L/C Fronting
Sublimits Appendix hereto and (b) with respect to any other Issuing Lender, an amount as agreed between the Borrower
and such Issuing Lender.

“GAAP “means United States generally accepted accounting principles applied on a consistent basis.

“Governmental Authority” means any federal, state or local govermuent, authority, agency, central bank,
quasi-governmental authority, court or other body or entity and any arbitrator with authority to bind a party at law.

“Group of Loans “ means at any time a group of Revolving Loans consisting of (i) all Revolving Loans
‘-hich are Base Rate Loans at such time or (ii) all Revolving Loans which are Euro-Dollar Loans of the same Type having

;e same Interest Period at such time; provided , that, if a Loan of any particular Lender is converted to or made as a Base
gate Loan pursuant to Sections 2.15 or 2.18, such Loan shall be included in the same Group or Groups of Loans from
time to time as it would have been in if it had not been so converted or made.

Guarantee “ of or by any Person means any obligation, contingent or otherwise, of such Person
guaranteeing or having the economic effect of guaranteeing any Debt of any other Person (the “primary obligor”) in any
maimer, whether directly or indirectly, and including any obligation of such Person, direct or indirect, (1) to purchase or
pay (or advance or supply funds for the purchase or payment of) such Debt or to purchase (or to advance or supply fttnds
for the purchase of) any security for payment of such Debt, (ii) to purchase or lease property, securities or services for the
purpose of assuring the owner of such Debt of the payment of such Debt or (iii) to maintain working capital, equity
capital or any other fmancial statement condition or liquidity of the primary obligor so as to enable the primary obligor to
pay such Debt; provided , however , that the term Guarantee shall not include endorsements for collection or deposit in
the ordinary course of business.

“Hazardous Substances “means any toxic, caustic or otherwise hazardous substance, including petroleum,
its derivatives, by-products and other hydrocarbons, or any substance having any constituent elements displaying any of
the foregoing characteristics.

“Hybrid Securities “means any tntst preferred securities, or deferrable interest subordinated debt with a
maturity of at least 20 years issued by the Borrower, or any business trusts, limited liability companies, limited
partnerships (or similar entities) (1) all of the common equity, general partner or similar interests of which are owned
(either directly or indirectly through one or more Wholly Owned Subsidiaries) at all times by the Borrower or any of its
Subsidiaries, (ii) that have been formed for the purpose of issuing hybrid preferred securities and (iii) substantially all the
assets of which consist of(A) subordinated debt of the Borrower or a Subsidiary of the Borrower, as the case may be, and
/3) payments made from time to time on the subordinated debt.

“Indemnitee “has the meaning set forth in Section 9.03(b).

Interest Period “ means with respect to each Euro-Dollar Loan, a period coimnencing on the date of
borrowing specified in the applicable Notice of Borrowing or on the date specified in the applicable Notice of



ConversionlContinuation and ending one, two, three or six months thereafter, as the Borrower may elect in
the applicable notice; provided , that:

(i) any Interest Period which would otherwise end on a day which is not a Business Day
shall, subject to clauses (iii) and (iv) below, be extended to the next succeeding Business Day unless such
Business Day falls in another calendar month, in which case such Interest Period shall end on the next preceding
Business Day;

(ii) any Interest Period which begins on the last Business Day of a calendar month (or on a
day for which there is no numerically corresponding day in the calendar month at the end of such Interest Period)
shall, subject to clause (iii) below, end on the last Business Day of a calendar month; and

(iii) no Interest Period shall end after the Termination Date.

Interest Rate Protection Agreements “means any agreement providing for an interest rate swap, cap or
collar, or any other fmancial agreement designed to protect against fluctuations in interest rates.

Internal Revenue Code “ means the Internal Revenue Code of 1986, as amended, or any successor
statute.

“Issuing Lender” means (i) each JLA Issuing Bank, each in its capacity as an issuer of Letters of Credit
under Section 3.02, and each of their respective successor or successors in such capacity, (ii) any other Lender approved
as an “Issuing Lender” pursuant to Section 3.01, and (iii) each issuer of an Existing Letter of Credit, subject in each case
to the Fronting Sublimit.

Joint Lead Arrangers “ means Wells Fargo Securities, Merrill Lynch, Pierce, Fenner & Smith
Incorporated, RBS Securities Inc., Barclays Bank PLC, The Bank of Nova Scotia and Mitsubishi UFJ Financial Group,
Inc., acting through The Bank of Tokyo-Mitsubishi UFJ, Ltd. and Union Bank, N.A., each in their capacity as joint lead
arranger and joint booknmner in respect of this Agreement.

“JLA Issuing Bank “means Wells Fargo Bank, Bank of America, N.A., The Royal Bank of Scotland plc,
Barclays Bank PLC, The Bank of Nova Scotia, Mitsubishi UFJ Financial Group, Inc., acting through The Bank of Tokyo
Mitsubishi UFJ, Ltd. and each other Lender (or Affiliate of a Lender) that shall become (or whose Affiliate shall become)
a joint lead arranger pursuant to the terms of the Commitment Letters.

“Lender” means each bank or other lending institution listed in the Coimnitment Appendix as having a
Commitment, each Eligible Assignee that becomes a Lender purstiant to Section 9.06(c) and their respective successors
and shall include, as the context may require, each Issuing Lender and the Swingline Lender in such capacity.

“Lender Default “means (i) the failure (which has not been cured) of any Lender to make available any
Loan or any reimbursement for a drawing tinder a Letter of Credit or refunding of a Swingline Loan, in each case, within
one Business Day from the date it is obligated to make such amount available under the terms and conditions of this
Agreement or (ii) a Lender having notified, in writing, the Administrative Agent and the Borrower that such Lender does
not intend to comply with its obligations under Article II following the appointment of a receiver or conservator with
respect to such Lender at the direction or request of any regulatory agency or authority.

“Letter of Credit “means an Existing Letter of Credit or an Additional Letter of Credit, and “Letters of
Credit” means any combination of the foregoing.

“Letter of Credit Fee “has the meaning set forth in Section 2.07(b).

“Letter of Credit Liabilities “means, for any Lender at any time, the product derived by multiplying (1) the
sum, without duplication, of (A) the aggregate amount that is (or may thereafter become) available for drawing under all
Letters of Credit outstanding at such time plus (B) the aggregate unpaid amount of all Reimbursement Obligations
outstanding at such time by (ii) such Lender’s Commitment Ratio.

“Letter of Credit Request “has the meaning set forth in Section 3.03.

“LIBOR Market Index Rate “means, for any day, the rate for 1 nionth U.S. dollar deposits as reported on
Reuters Screen LifiORO1 as of 11:00 a.m., London time, for such day, provided, if such day is not a London Business



Day, the immediately preceding London Business Day (or if not so reported, then as detennined by the
Swingline Lender from another recognized source or interbank quotation).

Lien “ means, with respect to any asset, any mortgage, lien, pledge, charge, security interest or

()cumbrance intended to confer or having the effect of conferring upon a creditor a preferential interest.

“Loan_“means a Base Rate Loan, whether such loan is a Revolving Loan or Swingline Loan, or a Euro
Dollar Loan and “Loans” means any combination of the foregoing.

“Loan Documents “means this Agreement and the Notes.

London Business Day “ means a day on which commercial banks are open for international business
(including dealings in Dollar deposits) in London.

“London Interbank Offered Rate “means:

(a) for any Euro-Dollar Loan for any Interest Period, the interest rate for deposits in Dollars for a
period of time comparable to such Interest Period which appears on Reuters Screen LffiORO1 at approximately 11:00
A.M. (London time) two Business Days before the first day of such Interest Period; provided , however , that if more than
one such rate is specified on Reuters Screen LifiORO1, the applicable rate shall be the arithmetic mean of all such rates
(rounded upwards, if necessary, to the nearest 1/100 of 1%). If for any reason such rate is not available on Reuters Screen
LffiOROY, the tenn “London Interbank Offered Rate” means for any Interest Period, the arithmetic mean of the rate per
annum at which deposits in Dollars are offered by first class banks in the London interbank market to the Administrative
Agent at approximately 11:00 A.M. (London time) two Btisiness Days before the first day of such Interest Period in an
amount approximately equal to the principal amount of the Euro-Dollar Loan of Wells Fargo Bank to which such Interest
Period is to apply and for a period of time comparable to such Interest Period.

(b) for any interest rate calculation with respect to a Base Rate Loan, the interest rate for deposits in
Dollars for a period equal to one month (coimnencing on the date of determination of stich interest rate) which appears on
Reuters Screen LifiORO1 at approximately 11:00 A.M. (London time) on such date of detennination (provided that if

Ich day is not a Business Day for which a London Interbank Offered Rate is quoted, the next preceding Business Day for
which a London Interbank Offered Rate is quoted); provided, however, that if more than one such rate is specified on
Reuters Screen LifiORO1, the applicable rate shall be the arithmetic mean of all such rates (rounded upwards, if
necessary, to the nearest 1/100 of 1%). If for any reason such rate is not available on Reuters Screen LffiORO1, the term
“London Interbank Offered Rate” means for any applicable one-month interest period, the arithmetic mean of the rate per
annum at which deposits in Dollars are offered by first class banks in the London interbank market to the Administrative
Agent at approximately 11:00 A.M. (London time) on such date of determination (provided that if such day is not a
Business Day for which a London Interbank Offered Rate is quoted, the next preceding Business Day for which a London
Interbank Offered Rate is quoted) in an amount approximately equal to the principal amount of the Base Rate Loan of
Wells Fargo Bank.

“Lower Mt. Bethel Lease financing “means the existing lease frnancing associated with the Lower Mount
Bethel project.

“Mandatory Letter of Credit Borrowing “has the meaning set forth in Section 3.09.

Margin Stock “means “margin stock” as such term is defmed in Regulation U.

Material Adverse Effect “ means (i) any material adverse effect upon the business, assets, fmancial
condition or operations of the Borrower or the Borrower and its Subsidiaries, taken as a whole; (ii) a material adverse
effect on the ability of the Borrower to perfonn its obligations tinder this Agreement, the Notes or the other Loan
Documents or (iii) a material adverse effect on the validity or enforceability of this Agreement, the Notes or any of the
other Loan Documents.

“Material Debt “means Debt (other than the Notes) of the Borrower andlor one or more of its Restricted

Ijmbsidiaries in a principal or face amount exceeding $40,000,000.

Material Plan “ means at any time a Plan or Plans having aggregate Unfunded Liabilities in excess of
$50,000,000. _for the avoidance of doubt, where any two or more Plans, which individually do not have Unfttnded
Liabilities in excess of $50,000,000, but collectively have aggregate Unfunded Liabilities in excess of $50,000,000, all



references to Material Plan shall be deemed to apply to such Plans as a group.

“Moody’s “means Moody’s Investors Service, Inc., a Delaware corporation, and its successors or, absent
any such successor, such nationally recognized statistical rating organization as the Borrower and the Administrative

gent may select.

“Multiemployer Plan “ means at any time an employee pension benefit plan within the meaning of Section
4001(a)(3) of ERISA to which any member of the ERTSA Group is then making or accruing an obligation to make
contributions or has within the preceding five plan years made contributions.

“New Lender” means with respect to any event described in Section 2.08(b), an Eligible Assignee which
becomes a Lender hereunder as a result of such event, and “New Lenders” means any two or more of such New Lenders.

Non-Defaulting Lender “ means each Lender other than a Defaulting Lender, and “Non-Defaulting
Lenders” means any two or more of such Lenders.

“Non-Recourse Debt” shall mean Debt that is nonrecourse to the Borrower or any Restricted Subsidiary.

“Non-U.S. Lender” has the meaning set forth in Section 2.17(e).

“Note “ shall mean a promissory note, substantially in the fonn of Exhibit B hereto, issued at the request
of a Lender evidencing the obligation of the Borrower to repay outstanding Revolving Loans or Swingline Loans, as
applicable.

“Notice of Borrowing “has the meaning set forth in Section 2.03.

“Notice of Conversion/Continuation “has the meaning set forth in Section 2.06(d)(ii).

“Obligations “means:

(i) all principal of and interest (including, without limitation, any interest which accrues after
the commencement of any case, proceeding or other action relating to the bankruptcy, insolvency or
reorganization of the Borrower, whether or not allowed or allowable as a claim in any such proceeding) on any
Loan, fees payable or Reimbursement Obligation under, or any Note issued pursuant to, this Agreement or any
other Loan Document;

(ii) all other amounts now or hereafter payable by the Borrower and all other obligations or
liabilities now existing or hereafter arising or incurred (including, without limitation, any amounts which accrue
after the commencement of any case, proceeding or other action relating to the bankruptcy, insolvency or
reorganization of the Borrower, whether or not allowed or allowable as a claim in any such proceeding) on the part
of the Borrower pursuant to this Agreement or any other Loan Document;

(iii) all expenses of the Agents as to which such Agents have a right to reimbursement under
Section 9.03(a) hereof or under any other similar provision of any other Loan Document; and

(iv) all amotints paid by any Indemnitee as to which such Indenmitee has the right to
reimbursement under Section 9.03 hereof or under any other similar provision of any other Loan Document;

together in each case with all renewals, modifications, consolidations or extensions thereof

“OFAC “means the U.S. Department of the Treasury’s Office of Foreign Assets Control.

“Optional Increase “has the meaning set forth in Section 2.19(a).

“Other Taxes “has the meaning set forth in Section 2.17(b).

“Participant “has the meaning set forth in Section 9.06(b).

“Participant Register “ has the meaning set forth in Section 9.06(b).

PBGC “ means the Pension Benefit Guaranty Corporation or any entity sticceeding to any or all of its



functions under ERT$A.

Permitted Business “ with respect to any Person means a business that is the same or similar to the
business of the Borrower or any Subsidiary as of the Effective Date, or any business reasonably related thereto.

“Person “means an individual, a corporation, a partnership, an association, a limited liability company, a
trust or an unincorporated association or any other entity or organization, including a government or political subdivision
or an agency or instrumentality thereof.

“Plan” means at any time an employee pension benefit plan (including a Multiemployer Plan) which is
covered by Title IV of EffiSA or subject to the minimum funding standards under Section 412 of the Internal Revenue
Code and either (i) is maintained, or contributed to, by any member of the ERISA Group for employees of any member of
the ERISA Group or (ii) has at any time within the preceding five years been maintained, or contributed to, by any Person
which was at such time a member of the ERISA Group for employees of any Person which was at such time a member of
the ERISA Group.

“Prime Rate “means the rate of interest publicly announced by Wells Fargo Bank from time to time as its
Prime Rate.

“Quarterly Date “means the last Business Day of each of March, June, September and December.

“Rating Agency “means S&P or Moody’s, and “Rating Agencies “means both of them.

“Register “has the meaning set forth in Section 9.06(e).

Regulation U “ means Regulation U of the Board of Governors of the federal Reserve System, as
amended, or any successor regulation.

Regulation X “ means Regulation X of the Board of Governors of the Federal Reserve System, as
amended, or any successor regulation.

“Reimbursement Obligations “means at any time all obligations of the Borrower to reimburse the Issuing
Lenders pursuant to Section 3.07 for amounts paid by the Issuing Lenders in respect of drawings under Letters of Credit,
including any portion of any such obligation to which a Lender has become subrogated pursuant to Section 3.09.

“Replacement Date “has the meaning set forth in Section 2.08(b).

“Replacement Lender “has the meaning set forth in Section 2.08(b).

Required Lenders “ means at any time Non-Defaulting Lenders having at least 51% of the aggregate
amount of the Commitments of all Non-Defaulting Lenders or, if the Commitments shall have been terminated, having at
least 51% of the aggregate amount of the Revolving Outstandings of the Non-Defaulting Lenders at stich time.

Responsible Officer “ means, as to any Person, the chief executive officer, president, chief fmancial
officer, controller, treasurer or assistant treasurer of such Person or any other officer of such Person reasonably acceptable
to the Administrative Agent. Any document delivered hereunder that is signed by a Responsible Officer of a Person shall
be conclusively presumed to have been authorized by all necessary corporate, partnership andlor other action on the part
of such Person and such Responsible Officer shall be conclusively presumed to have acted on behalf of such Person.

Restricted Subsidiary “ means each Subsidiary listed on Schedule 5.11 and each other Subsidiary
designated by the Borrower as a “Restricted Subsidiary” in writing to the Administrative Agent, in either case, for so long
as such Restricted Subsidiary shall be a direct Wholly Owned Subsidiary of the Borrower or a direct Wholly Owned
Subsidiary of a Restricted Subsidiary.

Retiring Lender “ means a Lender that ceases to be a Lender hereunder pursuant to the operation of( section 2.08(b).

Revolving “ means, when used with respect to (1) a Borrowing, a Borrowing made by the Borrower
tinder Section 2.01, as identified in the Notice of Borrowing with respect thereto, a Borrowing of Revolving Loans to
refund outstanding SwingHne Loans ptirsuant to Section 2.02(b)(i), or a Mandatory Letter of Credit Borrowing and (ii) a



Loan, a Loan made under Section 2.01; provided, that, if any such loan or loans (or portions thereof) are
combined or subdivided pursuant to a Notice of ConversionlContinuation, the term” Revolving Loan” shall refer to the
combined principal amount resulting from such combination or to each of the separate principal amounts resulting from
such subdivision, as the case may be.

“Revolving Outstandings “means at any tune, with respect to any Lender, the sum of (i) the aggregate
principal amount of such Lender’s outstanding Revolving Loans plus (ii) the aggregate amount of such Lender’s
Swingline Exposure plus (iii) aggregate amount of such Lender’s Letter of Credit Liabilities.

“Revolving Outstandings Excess “has the meaning set forth in Section 2.09.

Sanctioned Entity “ shall mean (i) an agency of the government of (ii) an organization directly or
indirectly controlled by, or (iii) a Person resident in, a country that is subject to a sanctions program identified on the list
maintained by OFAC and available at http ://www.treas.gov/offices/enforcement/ofac/sanctions/index.html, or as
otherwise published from time to time as such program may be applicable to such agency, organization or Person.

“Sanctioned Person” shall mean a Person named on the list of Specially Designated Nationals or Blocked
Persons maintained by OFAC available at http://www.treas.gov/offices/enforcement/ofac/sdnlindex.html, or as otherwise
published from time to time.

“SEC” means the Securities and Exchange Commission.

S&P “ means Standard & Poor’s Ratings Group, a division of McGraw Hill, Inc., a New York
corporation, and its successors or, absent any such successor, such nationally recognized statistical rating organization as
the Borrower and the Administrative Agent may select.

Special Purpose Subsidiary “ means any Wholly Owned Subsidiary (regardless of the form of
organization) of the Borrower formed solely for the purpose of and which engages in no other activities except those
necessary for, effecting fmancings related to Synthetic Leases.

C “ Subsidiary” means any Corporation, a majority of the outstanding Voting Stock of which is owned,
directly or indirectly, by the Borrower or one or more other Subsidiaries of the Borrower.

Swingline Borrowing “ means a Borrowing made by the Borrower under Section 2.02, as identified in
the Notice of Borrowing with respect thereto.

Swingline Exposure “ means, for any Lender at any time, the product derived by multiplying (i) the
aggregate principal amount of all outstanding Swingline Loans at such time by (ii) such Lender’s Commitment Ratio.

“Swingline Lender” means Wells Fargo Bank, in its capacity as Swingline Lender.

“Swingline Loan “means any swingline loan made by the Swingline Lender to the Borrower pursuant to
Section 2.02.

Swingline Sublimit “ means the lesser of (a) $200,000,000 and (b) the aggregate Commitments of all
Lenders.

Swingline Termination Date “ means the first to occur of (a) the resignation of Wells Fargo Bank as
Administrative Agent in accordance with Section 8.09 and (b) the Termination Date.

Syndication Agents “ means Bank of America, N.A. and The Royal Bank of Scotland plc, each in its
capacity as a syndication agent in respect of this Agreement.

Synthetic Lease “ means any synthetic lease, tax retention operating lease, off-balance sheet loan or
similar off-balance sheet fmancing product where such transaction is considered borrowed money indebtedness for tax
‘urposes but is classified as an operating lease in accordance with GAAP.

“Taxes “has the meaning set forth in Section 2.17(a).

Termination Date “means the earliest to occtir of (a) November 6, 2017 and (5) such earlier date upon
which all Commitments shall have been terminated in their entirety in accordance with this Agreement.



“Type_“, when used in respect of any Loan or Borrowing, shall refer to the rate by reference to which
interest on such Loan or on the Loans comprising such Borrowing is determined.

CN “Unfunded Liabilities “means, with respect to any Plan at any time, the amount (if any) by which (i) the
ilue of all benefit liabilities under such Plan, determined on a plan tennination basis using the assumptions prescribed by

the PBGC for purposes of Section 4044 of ERISA, exceeds (ii) the fair market value of all Plan assets allocable to such
liabilities under Title IV of ERISA (excluding any accrued but unpaid contribtitions), all determined as of the then most
recent valuation date for such Plan, but only to the extent that such excess represents a potential liability of a member of
the ERISA Group to the PBGC or any other Person tinder Title IV ofERI$A.

“United States “ means the United States of America, including the States and the District of Columbia,
but excluding its territories and possessions.

“Voting Stock “means stock (or other interests) of a Corporation having ordinary voting power for the
election of directors, managers or trustees thereof whether at all times or only so long as no senior class of stock has such
voting power by reason of any contingency.

“Wells Fargo Bank “ means Wells Fargo Bank, National Association, and its successors.

“Wells Fargo Securities “means Wells Fargo Secttrities, LLC, and its successors and assigns.

Wholly Owned Subsidiary “ means, with respect to any Person at any date, any Subsidiary of such
Person all of the Voting Stock of which (except directors’ qualifiing shares) is at the time directly or indirectly owned by
such Person.

ARTICLE II
THE CREDITS

Section 2.01. Commitments to Lend. Each Lender severally agrees, on the terms and conditions set forth in
‘is Agreement, to make Revolving Loans to the Borrower pursuant to this Section 2.01 from time to time during the

availability Period in amottnts such that its Revolving Outstandings shall not exceed its Commitment; provided ,that,
immediately after giving effect to each such Revolving Loan, the aggregate principal amount of all outstanding Revolving
Loans (after giving effect to any amount requested) shall not exceed the aggregate Commitments ic.the stun of all
outstanding Swingline Loans and Letter of Credit Liabilities. Each Revolving Borrowing (other than Mandatory Letter of
Credit Borrowings) shall be in an aggregate principal amount of $l0,000.000 or any larger integral multiple of $1,000,000
(except that any such Borrowing may be in the aggregate amount of the unused Commitments) and shall be made from
the several Lenders ratably in proportion to their respective Commitments. Within the foregoing limits, the Borrower
may borrow under this Section 2.01, repay, or, to the extent permitted by Section 2.10, prepay, Revolving Loans and
reborrow under this Section 2.01.

Section 2.02. Swingline Loans.

(a) Availability. Subject to the terms and conditions of this Agreement, the Swingline Lender agrees to
make Swijigline Loans to the Borrower from time to time from the Effective Date through, but not including, the
Swingline Termination Date; provided , that the aggregate principal amount of all outstanding Swingline Loans (after
giving effect to any amount requested), shall not exceed the lesser of(i) the aggregate Commitments less the sum of the
aggregate principal amount of all outstanding Revolving Loans and all outstanding Letter of Credit Liabilities and (ii) the
Swingline Sublimit; and provided further , that the Borrower shall not use the proceeds of any Swingline Loan to
refmance any outstanding Swingline Loan. Each Swingline Loan shall be in an aggregate principal amount of $5,000,000
or any larger integral multiple of $1,000,000 (except that any such Borrowing may be in the aggregate amount of the
unused Swingline Sublimit). Within the foregoing limits, the Borrower may borrow, repay and reborrow Swingline
Loans, in each case under this Section 2.02. Each Swingline Loan shall be a Base Rate Loan.

(5) Refiindiiig.

(i) Swingline Loans shall be refunded by the Lenders on demand by the Swingline
Lender. Such reflindings shall be made by the Lenders in accordance with their respective Commitment Ratios
and shall thereafter be reflected as Revolving Loans of the Lenders on the books and records of the Administrative
Agent. Each Lender shall fund its respective Commitment Ratio of Revolving Loans as required to repay



Swingline Loans outstanding to the Swingline Lender upon demand by the Swingline
Lender but in no event later than 1:00 P.M. (Charlotte, North Carolina time) on the next succeeding Business Day
after such demand is made. No Lender’s obligation to fund its respective Commitment Ratio of a Swingline Loan
shall be affected by any other Lender’s failure to fund its Commitment Ratio of a Swingline Loan, nor shall any
Lender’s Commitment Ratio be increased as a result of any such failure of any other Lender to fund its
Commitment Ratio of a Swingline Loan.

(ii) The Borrower shall pay to the Swingline Lender on demand, and in no case more
than fourteen (14) days after the date that such Swingline Loan is made, the amount of such Swingline Loan to the
extent amounts received from the Lenders are not sufficient to repay in full the outstanding Swingline Loans
requested or required to be refunded. In addition, the Borrower hereby authorizes the Administrative Agent to
charge any account maintained by the Borrower with the Swingline Lender (up to the amount available therein) in
order to immediately pay the Swingline Lender the amount of such Swingline Loans to the extent amounts
received from the Lenders are not sufficient to repay in full the outstanding Swingline Loans requested or required
to be refunded. If any portion of any such amount paid to the Swingline Lender shall be recovered by or on behalf
of the Borrower from the Swingline Lender in bankruptcy or otherwise, the loss of the amount so recovered shall
be ratably shared among all the Lenders in accordance with their respective Commitment Ratios (unless the
amounts so recovered by or on behalf of the Borrower pertain to a Swingline Loan extended after the occurrence
and during the continuance of an Event of Default of which the Administrative Agent has received notice in the
manner required pursuant to Section 8.05 and which such Event of Default has not been waived by the Required
Lenders or the Lenders, as applicable).

(iii) Each Lender acknowledges and agrees that its obligation to refund Swingline Loans
(other than Swingline Loans extended after the occurrence and during the continuation of an Event of Default of
which the Administrative Agent has received notice in the manner required pursuant to Section 8.05 and which
such Event of Default has not been waived by the Required Lenders or the Lenders, as applicable) in accordance
with the terms of this Section is absoltite and unconditional and shall not be affected by any circumstance
whatsoever, including, without limitation, non-satisfaction of the conditions set forth in Article IV. Further, each
Lender agrees and acknowledges that if prior to the refunding of any outstanding Swingline Loans pursuant to this
Section, one of the events described in Section 7.0 1(h) or (i) shall have occurred, each Lender will, on the date the
applicable Revolving Loan would have been made, purchase an undivided participating interest in the Swingline
Loan to be refunded in an amount equal to its Commitment Ratio of the aggregate amount of such Swingline
Loan. Each Lender will immediately transfer to the Swingline Lender, in immediately available ftinds. the amount
of its participation and upon receipt thereof the Swingline Lender will deliver to such Lender a certificate
evidencing such participation dated the date of receipt of such funds and for such amount. Whenever, at any time
after the Swingline Lender has received from any Lender such Lender’s participating interest in a Swingline Loan,
the Swingline Lender receives any payment on account thereof, the Swingline Lender will distribute to such
Lender its participating interest in such amount (appropriately adjusted, in the case of interest payments, to reflect
the period of time during which such Lender’s participating interest was outstanding and funded).

Section 2.03. Notice of Borrowings . The Borrower shall give the Administrative Agent notice substantially in
the fonti of Exhibit A-i hereto (a “Notice of Borrowing “) not later than (a)11:30 A.M. (Charlotte, North Carolina time)
on the date of each Base Rate Borrowing and (b) 12:00 Noon (Charlotte, North Carolina time) on the third Business Day
before each Euro-Dollar Borrowing, specify’ing:

(i) the date of such Borrowing, which shall be a Business Day;

(ii) the aggregate amount of such Borrowing;

(iii) whether such Borrowing is comprised of Revolving Loans or a Swingline Loan;

(iv) in the case of a Revolving Borrowing, the initial Type of the Loans comprising such
Borrowing; and

(v) in the case of a Euro-Dollar Borrowing, the dtiration of the initial Interest Period
applicable thereto, subject to the provisions of the defmition of Interest Period.

Notwithstanding the foregoing, no more than six (6) Groups of Euro-Dollar Loans shall be outstanding at any one time.
and any Loans which would exceed such limitation shall be made as Base Rate Loans.



Section 2.04. Notice to Lenders; Funding of Revolving Loans and Swingline Loans.

(a) Notice to Lenders. Upon receipt of a Notice ofBorrowing (other than in respect of a Borrowing

ça Swingline Loan), the Administrative Agent shall promptly notify each Lender of such Lender’s ratable share (if any)
the Borrowing referred to in the Notice of Borrowing, and such Notice of Borrowing shall not thereafier be revocable

by the Borrower.

(b) Funding ofLoans. Not later than (a) 1:00 P.M. (Charlotte, North Carolina time) on the date of
each Base Rate Borrowing and (b) 12:00 Noon (Charlotte, North Carolina time) on the date of each Euro-Dollar
Borrowing, each Lender shall make available its ratable share of such Borrowing, in Federal or other funds immediately
available in Charlotte, North Carolina, to the Administrative Agent at its address referred to in Section 9.01. Unless the
Administrative Agent determines that any applicable condition specified in Article IV has not been satisfied, the
Administrative Agent shall apply any funds so received in respect of a Borrowing available to the Borrower at the
Administrative Agent’s address not later than (a) 3:00 P.M. (Charlotte, North Carolina thne) on the date of each Base
Rate Borrowing and (b) 2:00 P.M. (Charlotte, North Carolina time) on the date of each Euro-Dollar Borrowing.
Revolving Loans to be made for the purpose of refunding $wingline Loans shall be made by the Lenders as provided in
Section 2.02(b).

(c) Funding By the Administrative Agent in Anticipation of Amounts Due from the Lenders. Unless
the Administrative Agent shall have received notice from a Lender prior to the date of any Borrowing (except in the case
of a Base Rate Borrowing, in which case prior to the time of such Borrowing) that such Lender will not make available to
the Administrative Agent such Lender’s share of such Borrowing, the Administrative Agent may assume that such Lender
has made such share available to the Administrative Agent on the date of such Borrowing in accordance with subsection
(b) of this Section, and the Administrative Agent may, in reliance upon such assumption, make available to the Borrower
on such date a corresponding amount. If and to the extent that such Lender shall not have so made such share available to
the Administrative Agent, such Lender and the Borrower severally agree to repay to the Administrative Agent forthwith
on demand such corresponding amount, together with interest thereon for each day from the date such amount is made
available to the Borrower until the date such amount is repaid to the Administrative Agent at (i) a rate per annum equal to
‘e higher of the Federal Funds Rate and the interest rate applicable thereto pursuant to Section 2.06, in the case of the
‘orrower, and (ii) the Federal Funds Rate, in the case of such Lender. Any payment by the Borrower hereunder shall be

without prejudice to any claim the Borrower may have against a Lender that shall have failed to make its share of a
Borrowing available to the Administrative Agent. If such Lender shall repay to the Administrative Agent such
corresponding amount, such amount so repaid shall constitute such Lender’s Loan included in such Borrowing for
purposes of this Agreement.

(d) Obligations of Lenders Several. The failure of any Lender to make a Loan required to be made by
it as part of any Borrowing hereunder shall not relieve any other Lender of its obligation, if any, hereunder to make any
Loan on the date of stich Borrowing, but no Lender shall be responsible for the failure of any other Lender to make the
Loan to be made by such other Lender on such date of Borrowing.

Section 2.05. Noteless Agreement; Evidence of hidebtedness

(a) Each Lender shall maintain in accordance with its usual practice an account or accotmnts
evidencing the indebtedness of the Borrower to such Lender resulting from each Loan made by such Lender from time to
time, including the amounts of principal and interest payable and paid to such Lender from time to time hereunder.

(b) The Administrative Agent shall also maintain accounts in which it will record (a) the amount of
each Loan made hereunder, the Type thereof and the Interest Period with respect thereto, (b) the amount of any principal
or interest due and payable or to become due and payable from the Borrower to each Lender hereunder and (c) the amount
of any sum received by the Administrative Agent hereunder from the Borrower and each Lender’s share thereof.

(c) The entries maintained in the accounts maintained pursuant to paragraphs (a) and (b) above shall
be prima fade evidence of the existence and amounts of the Obligations therein recorded; provided , however , that the

‘ilure of the Administrative Agent or any Lender to maintain such accounts or any error therein shall not in any manner
,‘fect the obligation of the Borrower to repay the Obligations in accordance with their tenns.

(d) Any Lender may request that its Loans be evidenced by a Note. In such event, the Borrower shall
prepare, execute and deliver to such Lender a Note payable to the order of such Lender. Thereafter, the Loans evidenced



by such Note and interest thereon shall at all times (including after any assignment pursuant to Section
9.06(c)) be represented by one or more Notes payable to the order of the payee named therein or any assignee pursuant to
Section 9.06(c), except to the extent that any such Lender or assignee subsequently returns any such Note for cancellation
and requests that such Loans once again be evidenced as described in paragraphs (a) and (b) above.

Section 2.06. Interest Rates.

(a) Interest Rate Options. The Loans shall, at the option of the Borrower and except as otherwise
provided herein, be incurred and maintained as, or converted into, one or more Base Rate Loans or Euro-Dollar Loans.

(b) Base Rate Loans. Each Loan which is made as, or converted into, a Base Rate Loan (other than a
Swingline Loan) shall bear interest on the outstanding principal amount thereof, for each day from the date such Loan is
made as, or converted into, a Base Rate Loan until it becomes due or is converted into a Loan of any other Type, at a rate
per annum equal to the sum of the Base Rate for such day plus the Applicable Percentage for Base Rate Loans for such
day. Each Loan which is made as a Swingline Loan shall bear interest on the outstanding principal amount thereof for
each day from the date such Loan is made until it becomes due at a rate per annum equal to the LifiOR Market Index Rate
for such day plus the Applicable Percentage for Euro-Dollar Loans for such day. Such interest shall, in each case, be
payable quarterly in arrears on each Quarterly Date (or, with respect to Base Rate Loans that are Swingline Loans, as the
Swingline Lender and the Borrower may otherwise agree in writing) and, with respect to the principal amount of any Base
Rate Loan (other than a Swingline Loan) converted to a Euro-Dollar Loan, on the date such Base Rate Loan is so
converted. Any overdue principal of or interest on any Base Rate Loan shall bear interest, payable on demand, for each
day until paid at a rate per annum equal to the sum of 2% plus the rate otherwise applicable to Base Rate Loans for such
day.

(c) Euro-Dollar Loans. Each Euro-Dollar Loan shall bear interest on the outstanding principal
amount thereof for each day during the Interest Period applicable thereto, at a rate per annum equal to the sum of the
Adjusted London Interbank Offered Rate for such Interest Period plus the Applicable Percentage for Euro-Dollar Loans
for such day. Such interest shall be payable for each Interest Period on the last day thereof and, if such Interest Period is
longer than three months, at intervals of three months after the first day thereof. My overdue principal of or interest on

‘çy Euro-Dollar Loan shall bear interest, payable on demand, for each day until paid at a rate per annum equal to the sum
f2% plus the stun of(A) the Adjusted London Interbank Offered Rate applicable to such Loan at the date such payment
was due plus (B) the Applicable Percentage for Euro-Dollar Loans for such day (or, if the circumstance described in
Section 2.14 shall exist, at a rate per annum equal to the sum of 2% plus the rate applicable to Base Rate Loans for such
day).

(d) Method of Electing Interest Rates.

(i) Subject to Section 2.06(a), the Loans included in each Revolving Borrowing shall
bear interest initially at the type of rate specified by the Borrower in the applicable Notice of
Borrowing. Thereafter, with respect to each Group of Loans, the Borrower shall have the option (A) to convert all
or any part of(y) so long as no Default is in existence on the date of conversion, outstanding Base Rate Loans to
Euro-Dollar Loans and (z) outstanding Euro-Dollar Loans to Base Rate Loans; provided, in each case, that the
amount so converted shall be equal to $10,000,000 or any larger integral multiple of $1,000,000, or (B) upon the
expiration of any Interest Period applicable to outstanding Euro-Dollar Loans, so long as no Default is in existence
on the date of continuation, to continue all or any portion of such Loans, equal to $10,000,000 and any larger
integral multiple of $1,000,000 in excess of that amount as Euro-Dollar Loans. The Interest Period of any Base
Rate Loan converted to a Euro-Dollar Loan pursuant to clause (A) above shall commence on the date of such
conversion. The succeeding Interest Period of any Euro-Dollar Loan continued pursuant to clause (B) above shall
commence on the last day of the Interest Period of the Loan so continued. Euro-Dollar Loans may only be
converted on the last day of the then current Interest Period applicable thereto or on the date required pursuant to
Section 2.18.

(ii) The Borrower shall deliver a written notice of each such conversion or continuation
(a “Notice of Conversion/Continuation “) to the Administrative Agent no later than (A) 12:00 Noon (Charlotte,
North Carolina time) at least three (3) Business Days before the effective date of the proposed conversion to, or
continuation of, a Euro Dollar Loan and (B) 11:30 A.M. (Charlotte, North Carolina time) on the day of a
conversion to a Base Rate Loan. A written Notice of Conversion/Continuation shall be substantially in the fonn
of Exhibit A-2 attached hereto and shall specify: (A) the Group of Loans (or portion thereof) to which such notice
applies, (B) the proposed conversion/continuation date (which shall be a Business Day), (C) the aggregate amount

—



of the Loans being converted/continued, (D) an election between the Base Rate and the
Adjusted London Interbank Offered Rate and (E) in the case of a conversion to, or a continuation of, Euro-Dollar
Loans, the requested Interest Period. Upon receipt of a Notice of Conversion/Continuation, the Administrative
Agent shall give each Lender prompt notice of the contents thereof and such Lender’s pro rata share of all
conversions and continuations requested therein. If no timely Notice of Conversion/Continuation is delivered by
the Borrower as to any Euro-Dollar Loan, and such Loan is not repaid by the Borrower at the end of the applicable
Interest Period, such Loan shall be converted automatically to a Base Rate Loan on the last day of the then
applicable Interest Period.

(e) Detennination and Notice of Interest Rates. The Administrative Agent shall determine each
interest rate applicable to the Loans hereunder. The Administrative Agent shall give prompt notice to the Borrower and
the participating Lenders of each rate of interest so determined, and its determination thereof shall be conclusive in the
absence of manifest error. Any notice with respect to Euro-Dollar Loans shall, without the necessity of the
Administrative Agent so stating in such notice, be subject to adjustments in the Applicable Percentage applicable to such
Loans after the beginning of the Interest Period applicable thereto. When during an Interest Period any event occurs that
causes an adjustment in the Applicable Percentage applicable to Loans to which such Interest Period is applicable, the
Administrative Agent shall give prompt notice to the Borrower and the Lenders of such event and the adjusted rate of
interest so determined for such Loans, and its detennination thereof shall be conclusive in the absence of manifest error.

Section 2.07. Fees.

(a) Commitment Fees. The Borrower shall pay to the Administrative Agent for the account of each
Lender a fee (the “ Conmiitment Fee “) for each day at a rate per annmn equal to the Applicable Percentage for the
Commitment fee for such day. The Commitment Fee shall accrue from and including the Effective Date to but excluding
the last day of the Availability Period on the amount by which such Lender’s Commitment exceeds the sum of its
Revolving Outstandings (solely for this purpose, exclusive of Swingline Exposure) on such day. The Commitment Fee
shall be payable on the last day of each of March, June, September and December and on the Termination Date.

(b) Letter of Credit Fees. The Borrower shall pay to the Administrative Agent a fee (the “Letter of
d redit Fee “) for each day at a rate per annum equal to the Applicable Percentage for the Letter of Credit Fee for such

y. The Letter of Credit fee shall accrue from and including the Effective Date to btit excluding the last day of the
Availability Period on the aggregate amount available for drawing under any Letters of Credit outstanding on such day
and shall be payable for the account of the Lenders ratably in proportion to their participations in such Letter(s) of
Credit. In addition, the Borrower shall pay to each Issuing Lender a fee (the “Fronting Fee

“
in respect of each Letter of

Credit issued by such Issuing Lender computed at the rate of 0.20% per annum on the average amount available for
drawing under such Letter(s) of Credit. Fronting Fees shall be due and payable quarterly in arrears on each Quarterly
Date and on the Tennination Date (or such earlier date as all Letters of Credit shall be canceled or expire). In addition,
the Borrower agrees to pay to each Issuing Lender, upon each isstiance of payment under, and/or amendment of a Letter
of Credit, such amount as shall at the time of such issuance, payment or amendment be the administrative charges and
expenses which such Issuing Lender is customarily charging for issuances of payments under, or amendments to letters
of credit issued by it.

(c) Payments. Except as otherwise provided in this Section 2.07, accrued fees under this Section 2.07
in respect of Loans and Letter of Credit Liabilities shall be payable quarterly in arrears on each Quarterly Date, on the last
day of the Availability Period and, if later, on the date the Loans and Letter of Credit Liabilities shall be repaid in their
entirety. Fees paid hereunder shall not be refundable under any circumstances.

Section 2.0$. Adjustments of Commitments.

(a) Optional Tennination or Reductions of Commitments (Pro-Rata). The Borrower may, upon at
least three Business Days’ prior written notice to the Administrative Agent, permanently (i) terminate the Coimnitments,
if there are no Revolving Outstandings at such time or (ii) ratably reduce from time to time by a minimum amount of
$10,000,000 or any larger integral multiple of $5,000,000. the aggregate amount of the Commitments in excess of the
aggregate Revolving Outstandings. Upon receipt of any such notice, the Administrative Agent shall promptly notify the
enders. If the Commitments are tenninated in their entirety, all accrued fees shall be payable on the effective date of

. Jich termination.

(b) Optional Termination of Commitments (Non-Pro-Rata). If (i) any Lender has demanded
compensation or indemnification pursuant to Sections 2.14, 2.15, 2.16 or 2.17, (ii) the obligation of any Lender to make



Euro-Dollar Loans has been suspended pursuant to Section 2.15 or (iii) any Lender is a Defaulting
Lender (each such Lender described in clauses (1), (ii) or (iii) being a “Retiring Lender “), the Borrower shall have the
right, if no Default then exists, to replace such Lender with one or more Eligible Assignees (which may be one or more of
the Continuing Lenders) (each a “Replacement Lender “ and, collectively, the “Replacement Lenders “) reasonably

(ceptable to the Administrative Agent. The replacement of a Retiring Lender pursuant to this Section 2.08(5) shall be
.fective on the tenth Business Day (the “ Replacement Date “) following the date of notice given by the Borrower of
such replacement to the Retiring Lender and each Continuing Lender through the Administrative Agent, subject to the
satisfaction of the following conditions:

(i) the Replacement Lender shall have satisfied the conditions to assignment and
assumption set forth in Section 9.06(c) (with all fees payable pursuant to Section 9.06(c) to be paid by the
Borrower) and, in connection therewith, the Replacement Lender(s) shall pay:

(A) to the Retiring Lender an amount equal in the aggregate to the
sum of (x) the principal of, and all accrued but unpaid interest on, all outstanding Loans of the
Retiring Lender, (y) all unpaid drawings that have been funded by (and not reimbursed to) the
Retiring Lender under Section 3.10, together with all accrued but unpaid interest with respect
thereto and (z) all accrued but unpaid fees owing to the Retiring Lender pursuant to Section 2.07;
and

(B) to the Swingline Lender an amount equal to the aggregate
amount owing by the Retiring Lender to the Swingline Lender in respect of all unpaid reftrndings
of Swingline Loans requested by the Swingline Lender pursuant to Section 2.02(b)(i), to the extent
such amount was not theretofore funded by such Retiring Lender; and

(C) to the Issuing Lenders an amount equal to the aggregate
amount owing by the Retiring Lender to the Issuing Lenders as reimbursement pursuant to Section
3.09, to the extent such amount was not theretofore funded by such Retiring Lender; and

(ii) the Borrower shall have paid to the Administrative Agent for the account of the
Retiring Lender an amount equal to all obligations owing to the Retiring Lender by the Borrower pursuant to this
Agreement and the other Loan Documents (other than those obligations of the Borrower referred to in clause (1)
(A) above).

On the Replacement Date, each Replacement Lender that is a New Lender shall become a Lender
hereunder and shall succeed to the obligations of the Retiring Lender with respect to outstanding Swingline Loans and
Letters of Credit to the extent of the Commitment of the Retiring Lender assumed by such Replacement Lender, and the
Retiring Lender shall cease to constitute a Lender hereunder; provided , that the provisions of Sections 2.12, 2.16, 2.17
and 9.03 of this Agreement shall continue to inure to the benefit of a Retiring Lender with respect to any Loans made, any
Letters of Credit issued or any other actions taken by such Retiring Lender while it was a Lender.

In lieu of the foregoing, subject to Section 2.08(e), upon express written consent of Continuing Lenders
holding more than 50% of the aggregate amount of the Commitments of the Continuing Lenders, the Borrower shall have
the right to permanently tenninate the Commitment of a Retiring Lender in full. Upon payment by the Borrower to the
Administrative Agent for the account of the Retiring Lender of an amount equal to the sum of(i) the aggregate principal
amount of all Loans and Reimbursement Obligations owed to the Retiring Lender and (ii) all accrued interest, fees and
other amounts owing to the Retiring Lender hereunder, including, without limitation, all amounts payable by the
Borrower to the Retiring Lender under Sections 2.12, 2.16, 2.17 or 9.03. stich Retiring Lender shall cease to constitute a
Lender hereunder; provided , that the provisions of Sections 2.12, 2.16, 2.17 and 9.03 of this Agreement shall inure to the
benefit of a Retiring Lender with respect to any Loans made, any Letters of Credit issued or any other actions taken by
such Retiring Lender while it was a Lender.

(c) Optional Termination of Defaulting Lender Commitment (Non-Pro-Rata). At any time a Lender
is a Defaulting Lender, subject to Section 2.08(e), the Borrower may terminate in full the Commitment of such Defaulting

A ‘ender by giving notice to such Defaulting Lender and the Administrative Agent, provided , that, (1) at the time of such
Jrmination, (A) no Default has occurred and is continuing (or alternatively, the Reqttired Lenders shall consent to sttch

tennination) and (B) either (x) no Revolving Loans or Swingline Loans are outstanding or (y) the aggregate Revolving
Outstandings of such Defaulting Lender in respect of Revolving Loans is zero; (ii) concurrently with such termination, the
aggregate Commitments shall be reduced by the Commitment of the Defaulting Lender; and (iii) concurrently with any



subsequent payment of interest or fees to the Lenders with respect to any period before the termination of
a Defaulting Lender’s Commitment, the Borrower shall pay to such Defaulting Lender its ratable share (based on its
Commitment Ratio before giving effect to such termination) of such interest or fees, as applicable. The tennination of a
Defaulting Lender’s Commitment pttrsuant to this Section 2.0$(c) shall not be deemed to be a waiver of any right that the

4Thprrower, Administrative Agent, any Issuing Lender or any other Lender may have against such Defaulting Lender.

(d) Termination Date. The Commitments shall terminate on the Termination Date.

(e) Redetermination of Commitment Ratios . On the date of termination of the Commitment of a
Retiring Lender or Defaulting Lender pursuant to Section 2.08(b) or (c), the Commitment Ratios of the Continuing
Lenders shall be redetermined after giving effect thereto, and the participations of the Continuing Lenders in and
obligations of the Continuing Lenders in respect of any then outstanding Swingline Loans and Letters of Credit shall
thereafter be based upon such redetermined Commitment Ratios (to the extent not previously adjusted pursuant to Section
2.20). The right of the Borrower to effect such a termination is conditioned on there being sufficient unused availability
in the Coimnitments of the Continuing Lenders such that the aggregate Revolving Outstandings will not exceed the
aggregate Commitments after giving effect to such tennination and redetermination.

Section 2.09. Maturity of Loans Mandatory Prepayments.

(a) $ cheduled Repayments and Prepayments of Loans Overline Repayments.

(i) The Revolving Loans shall mature on the Termination Date, and any Revolving
Loans, Swingline Loans and Letter of Credit Liabilities then outstanding (together with accrued interest thereon
and fees in respect thereof) shall be due and payable or, in the case of Letters of Credit, cash collateralized
pursuant to Section 2.09(a)(ii), on such date.

(ii) If on any date the aggregate Revolving Outstandings exceed the aggregate amount of
the Coimnitments (such excess, a “Revolving Outstandings Excess “), the Borrower shall prepay, and there shall
become due and payable (together with accrued interest thereon) on such date, an aggregate principal amount of
Revolving Loans andlor Swingline Loans equal to such Revolving Outstandings Excess. If, at a time when a
Revolving Outstandings Excess exists and (x) no Revolving Loans or Swingline Loans are outstanding or (y) the
Commitment has been tenninated pursuant to this Agreement and, in either case, any Letter of Credit Liabilities
remain outstanding, then, in either case, the Borrower shall cash collateralize any Letter of Credit Liabilities by
depositing into a cash collateral account established and maintained (including the investments made pursuant
thereto) by the Administrative Agent pursuant to a cash collateral agreement in form and substance satisfactory to
the Administrative Agent an amount in cash equal to the then outstanding Letter of Credit Liabilities. In
determining Revolving Outstandings for purposes of this clause (ii), Letter of Credit Liabilities shall be reduced to
the extent that they are cash collateralized as contemplated by this Section 2.09(a)(ii).

(b) Applications of Prepayments and Reductions.

(i) Each payment or prepayment of Loans pursuant to this Section 2.09 shall be applied
ratably to the respective Loans of all of the Lenders.

(ii) Each payment of principal of the Loans shall be made together with interest accrued
on the amount repaid to the date of payment.

(iii) Each payment of the Loans shall be applied to such Groups of Loans as the
Borrower may designate (or, failing such designation, as determined by the Administrative Agent).

Section 2.10. Optional Prepayments and Repayments

(a) Prepayments of Loans. Other than in respect of Swingline Loans, the repayment of which is
governed pursuant to Section 2.02(b), sttbject to Section 2.12, the Borrower may (i) upon at least one (1) Business Day’s
notice to the Administrative Agent, prepay any Base Rate Borrowing or (ii) upon at least three (3) Business Days’ notice

the Administrative Agent, prepay any Euro-Dollar Borrowing, in each case in whole at any time, or from time to time
part in amounts aggregating $10,000,000 or any larger integral multiple of $1,000,000, by paying the principal amount

to be prepaid together with accrued interest thereon to the date of prepayment. Each such optional prepayment shall be
applied to prepay ratably the Loans of the several Lenders included in such Borrowing.



(b) Notice to Lenders. Upon receipt of a notice of prepayment pursuant to Section 2.10(a), the
Administrative Agent shall promptly notif’ each Lender of the contents thereof and of such Lender’s ratable share (if any)
of sttch prepayment, and such notice shall not thereafter be revocable by the Borrower.

Section 2.11. General Provisions as to Payments

(a) Payments by the Borrower. The Borrower shall make each payment of principal of and interest
on the Loans and Letter of Credit Liabilities and fees hereunder (other than fees payable directly to the Issuing Lenders)
not later than 12:00 Noon (Charlotte, North Carolina time) on the date when due, without set-off, counterclaim or other
deduction, in federal or other funds immediately available in Charlotte, North Carolina, to the Administrative Agent at its
address referred to in Section 9.01. The Administrative Agent will promptly distribute to each Lender its ratable share of
each such payment received by the Administrative Agent for the account of the Lenders. Whenever any payment of
principal of or interest on the Base Rate Loans or Letter of Credit Liabilities or of fees shall be due on a day which is not a
Business Day, the date for payment thereof shall be extended to the next succeeding Business Day. Whenever any
payment of principal of or interest on the Euro-Dollar Loans shall be due on a day which is not a Business Day, the date
for payment thereof shall be extended to the next succeeding Business Day unless such Business Day falls in another
calendar month, in which case the date for payment thereof shall be the next preceding Business Day. If the date for any
payment of principal is extended by operation of law or otherwise, interest thereon shall be payable for such extended
time.

(b) Distributions by the Administrative Agent. Unless the Administrative Agent shall have received
notice from the Borrower prior to the date on which any payment is due to the Lenders hereunder that the Borrower will
not make such payment in full, the Administrative Agent may assume that the Borrower has made such payment in full to
the Administrative Agent on such date, and the Administrative Agent may, in reliance upon such assumption, cause to be
distributed to each Lender on such due date an amount equal to the amount then due such Lender. If and to the extent that
the Borrower shall not have so made such payment, each Lender shall repay to the Administrative Agent forthwith on
demand such amount distributed to such Lender together with interest thereon, for each day from the date such amount is
distributed to such Lender until the date such Lender repays such amount to the Administrative Agent, at the Federal
Ftmds Rate.

Section 2.12. Funding Losses. If the Borrower makes any payment of principal with respect to any Euro
Dollar Loan pursuant to the tenns and provisions of this Agreement (any conversion of a Euro-Dollar Loan to a Base Rate
Loan pursuant to Section 2.18 being treated as a payment of such Euro-Dollar Loan on the date of conversion for
purposes of this Section 2.12) on any day other than the last day of the literest Period applicable thereto, or the last day of
an applicable period fixed pursuant to Section 2.06(c), or if the Borrower fails to borrow, convert or prepay any Euro
Dollar Loan after notice has been given in accordance with the provisions of this Agreement, or in the event of payment
in respect of any Euro-Dollar Loan other than on the last day of the Ifflerest Period applicable thereto as a result of a
request by the Borrower pursuant to Section 2.08(b), the Borrower shall reimburse each Lender within fifteen (15) days
after demand for any resulting loss or expense incurred by it (and by an existing Participant in the related Loan),
including, without limitation, any loss incurred in obtaining, liquidating or employing deposits from third parties, but
excluding loss of margin for the period after any such payment or failure to borrow or prepay; provided, that such Lender
shall have delivered to the Borrower a certificate as to the amount of such loss or expense, which certificate shall be
conclusive in the absence of manifest error.

Section 2.13. Computation of Interest and Fees. Interest on Loans based on the Prime Rate hereunder and
Letter of Credit fees shall be computed on the basis of a year of 365 days (or 366 days in a leap year) and paid for the
actual number of days elapsed. All other interest and fees shall be computed on the basis of a year of 360 days and paid
for the actual number of days elapsed (including the first day but excluding the last day).

Section 2.14. Basis for Detennining Interest Rate Inadequate, Unfair or Unavailable. If on or prior to the first
day of any Interest Period for any Euro-Dollar Loan: (a) Lenders having 50% or more of the aggregate amount of the
Commitments advise the Administrative Agent that the Adjusted London Interbank Offered Rate as determined by the
Administrative Agent, will not adeqttately and fairly reflect the cost to such Lenders of funding their Euro-Dollar Loans
for such Interest Period; or (b) the Administrative Agent shall determine that no reasonable means exists for determining
e Adjusted London Interbank Offered Rate, the Administrative Agent shall forthwith give notice thereof to the

—orrower and the Lenders, whereupon, until the Administrative Agent notifies the Borrower and the Lenders that the
circumstances giving rise to such suspension no longer exist, (i) the obligations of the Lenders to make Euro-Dollar
Loans, or to convert outstanding Loans into Euro-Dollar Loans shall be suspended; and (ii) each outstanding Euro-Dollar
Loan shall be converted into a Base Rate Loan on the last day of the current Interest Period applicable thereto. Unless the



Borrower notifies the Administrative Agent at least two (2) Domestic Business Days before the date of(or, if at
the time the Borrower receives sttch notice the day is the date of or the date iimnediately preceding, the date of such
Euro-Dollar Borrowing, by 10:00 A.M. on the date of) any Ettro-Dollar Borrowing for which a Notice of Borrowing has
previously been given that it elects not to borrow on such date, such Borrowing shall instead be made as a Base Rate

f “prrowing.

Section 2.15. Illegality. li on or after the date of this Agreement, the adoption of any applicable law, rule or
regtilation, or any change in any applicable law, rule or regulation, or any change in the interpretation or administration
thereof by any Governmental Authority, central bank or comparable agency charged with the interpretation or
administration thereof, or compliance by any Lender (or its Euro-Dollar Lending Office) with any request or directive
(whether or not having the force of law) of any such authority, central bank or comparable agency shall make it unlawful
or impossible for any Lender (or its Euro-Dollar Lending Office) to make, maintain or fund its Euro-Dollar Loans and
such Lender shall so notify the Administrative Agent, the Administrative Agent shall forthwith give notice thereof to the
other Lenders and the Borrower, whereupon until such Lender notifies the Borrower and the Administrative Agent that
the circttrnstances giving rise to such suspension no longer exist, the obligation of such Lender to make Euro-Dollar
Loans, or to convert outstanding Loans into Euro-Dollar Loans, shall be suspended. Before giving any notice to the
Administrative Agent pursuant to this Section, such Lender shall designate a different Euro-Dollar Lending Office if such
designation will avoid the need for giving such notice and will not, in the judgment of such Lender, be otherwise
disadvantageous to such Lender. if such notice is given, each Euro-Dollar Loan of such Lender then outstanding shall be
converted to a Base Rate Loan either (i) on the last day of the then current Interest Period applicable to such Euro-Dollar
Loan if such Lender may lawfully continue to maintain and fund such Loan to such day or (ii) immediately if such Lender
shall determine that it may not lawfully continue to maintain and fund such Loan to such day.

Section 2.16. Increased Cost and Reduced Retttm

(a) Increased Costs. If after the Effective Date, the adoption of any applicable law, nile or regtilation,
or any change in any applicable law, rule or regttlation, or any change in the interpretation or administration thereof by
any Governmental Authority, central bank or comparable agency charged with the interpretation or administration
thereof or compliance by any Lender (or its Applicable Lending Office) with any request or directive (whether or not
‘ving the force of law) of any such authority, central bank or comparable agency shall impose, modify or deem

tpplicable any reserve (including, without limitation, any such requirement imposed by the Board of Governors of the
Federal Reserve System), special deposit, insurance assessment or similar requirement against Letters of Credit issued or
participated in by, assets of, deposits with or for the account of or credit extended by, any Lender (or its Applicable
Lending Office) or shall impose on any Lender (or its Applicable Lending Office) or on the United States market for
certificates of deposit or the London interbank market any other condition affecting its Euro-Dollar Loans, Notes,
obligation to make Euro-Dollar Loans or obligations hereunder in respect of Letters of Credit, and the result of any of the
foregoing is to increase the cost to such Lender (or its Applicable Lending Office) of making or maintaining any Euro
Dollar Loan, or of issuing or participating in any Letter of Credit, or to reduce the amount of any sum received or
receivable by such Lender (or its Applicable Lending Office) under this Agreement or under its Notes with respect
thereto, then, within fifteen (15) days after demand by such Lender (with a copy to the Administrative Agent), the
Borrower shall pay to such Lender such additional amount or amounts, as determined by such Lender in good faith, as
will compensate such Lender for such increased cost or redtiction, solely to the extent that any such additional amounts
were incurred by the Lender within ninety (90) days of such demand.

(b) Capital Adegtiacy. If any Lender shall have determined that, after the Effective Date, the
adoption of any applicable law, rule or regulation regarding capital adequacy or liquidity, or any change in any such law,
rule or regtilation. or any change in the interpretation or administration thereof by any Govermnental Authority, central
bank or comparable agency charged with the interpretation or administration thereof or any request or directive regarding
capital adequacy (whether or not having the force of law) of any such authority, central bank or comparable agency, has
or wotild have the effect of reducing the rate of return on capital of such Lender (or any Person controlling such Lender)
as a consequence of such Lender’s obligations hereunder to a level below that which such Lender (or any Person
controlling such Lender) cotild have achieved but for such adoption, change, request or directive (taking into
consideration its policies with respect to capital adequacy), then from time to time, within fifteen (15) days after demand

g by such Lender (with a copy to the Administrative Agent), the Borrower shall pay to such Lender such additional amount
amounts as will compensate such Lender (or any Person controlling such Lender) for such reduction, solely to the

extent that any such additional amounts were incurred by the Lender within ninety (90) days of such demand.

(c) Notices. Each Lender will promptly notify the Borrower and the Administrative Agent of any



event of which it has knowledge, occurring after the Effective Date, that will entitle such Lender to
compensation pursuant to this Section and will designate a different Applicable Lending Office if such designation will
avoid the need for, or reduce the amount of, such compensation and will not, in the judgment of such Lender, be
otherwise disadvantageous to such Lender. A certificate of any Lender claiming compensation under this Section and

(N)iing forth in reasonable detail the additional amount or amounts to be paid to it hereunder shall be conclusive in the
..osence of manifest error. In determining such amount, such Lender may use any reasonable averaging and attribution
methods.

(d) Notwithstanding anything to the contrary herein, (x) the Dodd-frank Wall Street Reform and
Consumer Protection Act and all requests, rules, guidelines or directives thereunder or isstied in connection therewith and
(y) all requests, rules, guidelines or directives promulgated by the Bank for International Settlements, the Basel
Committee on Banking Supervision (or any successor or similar authority) or the United States or foreign regulatory
authorities, in each case pursuant to Basel Ill, shall in each case be deemed to be a “change in law” under this Article II
regardless of the date enacted, adopted or issued.

Section 2.17. Taxes.

(a) Payments Net of Certain Taxes. Any and all payments by the Borrower to or for the account of
any Lender or any Agent hereunder or under any other Loan Document shall be made free and clear of and without
deduction for any and all present or future taxes, duties, levies, imposts, deductions, charges and withholdings and all
liabilities with respect thereto, excluding: (i) taxes imposed on or measured by the net income (including branch profits or
similar taxes) of, and gross receipts, franchise or similar taxes imposed on, any Agent or any Lender by the jurisdiction
(or subdivision thereof) under the laws of which such Lender or Agent is organized or in which its principal executive
office is located or, in the case of each Lender, in which its Applicable Lending Office is located, (ii) in the case of each
Lender, any United States withholding tax imposed on such payments, but only to the extent that such Lender is subject to
United States withholding tax at the time such Lender first becomes a party to this Agreement or changes its Applicable
Lending Office, (iii) any backup withholding tax imposed by the United States (or any state or locality thereof) on a
Lender or Administrative Agent that is a “United States person” within the meaning of Section 7701(a)(30) of the Internal
Revenue Code, and (iv) any taxes imposed by FATCA (all such nonexcluded taxes, duties, levies, imposts, deductions,
)arges, withholdings and liabilities being hereinafter referred to as “Taxes “). If the Borrower shall be required by law

deduct any Taxes from or in respect of any sum payable hereunder or under any other Loan Docttment to any Lender or
any Agent, (i) the sum payable shall be increased as necessary so that after making all such required deductions (including
deductions applicable to additional sums payable under this Section 2.17(a)) such Lender or Agent (as the case may be)
receives an amount equal to the sum it would have received had no stich deductions been made, (ii) the Borrower shall
make such deductions, (iii) the Borrower shall pay the hill amotint deducted to the relevant taxation authority or other
authority in accordance with applicable law and (iv) the Borrower shall furnish to the Administrative Agent, for delivery
to such Lender, the original or a certified copy of a receipt evidencing payment thereof.

(b) Other Taxes. In addition, the Borrower agrees to pay any and all present or future stamp or court
or documentary taxes and any other excise or property taxes, or similar charges or levies, which arise from any payment
made pursuant to this Agreement, any Note or any other Loan Document or from the execution, delivery, performance,
registration or enforcement of, or otherwise with respect to, this Agreement, any Note or any other Loan Document
(collectively, “ Other Taxes “).

(c) Indemnification. The Borrower agrees to indemnify each Lender and each Agent for the full
amount of Taxes and Other Taxes (including, without limitation, any Taxes or Other Taxes imposed or asserted by any
jurisdiction on arnotints payable under this Section 2.17(c)), whether or not correctly or legally asserted, paid by such
Lender or Agent (as the case may be) and any liability (including penalties, interest and expenses) arising therefrom or
with respect thereto as certified in good faith to the Borrower by each Lender or Agent seeking indemnification pursuant
to this Section 2.17(c). This indemnification shall be paid within 15 days after such Lender or Agent (as the case may be)
makes demand therefor.

(d) Refunds or Credits. If a Lender or Agent receives a refund, credit or other reduction from a
taxation authority for any Taxes or Other Taxes for which it has been indenmified by the Borrower or with respect to

1hich the Borrower has paid additional amounts pursuant to this Section 2.17, it shall within fifteen (15) days from the
-—-Sate of such receipt pay over the amount of such refund, credit or other reduction to the Borrower (btit only to the extent

of indemnity payments made or additional amounts paid by the Borrower under this Section 2.17 with respect to the
Taxes or Other Taxes giving rise to such refund, credit or other reduction), net of all reasonable out-of-pocket expenses of
such Lender or Agent (as the case may be) and without interest (other than interest paid by the relevant taxation authority



with respect to such refund, credit or other reduction); provided, however, that the Borrower agrees to
repay, upon the request of such Lender or Agent (as the case may be), the amount paid over to the Borrower (plus
penalties, interest or other charges) to sttch Lender or Agent in the event such Lender or Agent is required to repay such
refund or credit to such taxation authority.

(e) Tax Forms and Certificates. On or before the date it becomes a party to this Agreement, from
time to time thereafter if reasonably requested by the Borrower or the Administrative Agent, and at any time it changes its
Applicable Lending Office: (i) each Lender that is a “United States person” within the meaning of Section 770 1(a)(30) of
the Internal Revenue Code shall deliver to the Borrower and the Administrative Agent two (2) properly completed and
duly executed copies of Internal Revenue Service Fonn W-9, or any successor form prescribed by the Internal Revenue
Service, or such other documentation or information prescribed by applicable law or reasonably requested by the
Borrower or the Administrative Agent, as the case may be, certifying that such Lender is a United States person and is
entitled to an exemption from United States backup withholding tax or information reporting requirements; and (ii) each
Lender that is not a “United States person” within the meaning of Section 770 l(a)(30) of the Internal Revenue Code (a”
Non-U.S. Lender “) shall deliver to the Borrower and the Administrative Agent: (A) two (2) properly completed and duly
executed copies of Internal Revenue Service form W-8 BEN, or any successor form prescribed by the Internal Revenue
Service, certifying that such Non-U.S. Lender is entitled to the benefits under an income tax treaty to which the United
States is a party which exempts the Non-U.S. Lender from United States withholding tax or reduces the rate of
withholding tax on payments of interest for the account of such Non-U.S. Lender; (B) two (2) properly completed and
duly executed copies of Internal Revenue Service Form W-$ ECI, or any successor fonu prescribed by the Internal
Revenue Service, certifying that the income receivable pursuant to this Agreement and the other Loan Documents is
effectively cormected with the conduct of a trade or business in the United States; or (C) two (2) properly completed and
duly executed copies of Internal Revenue Service Fonn W-8 BEN, or any successor fonn prescribed by the Internal
Revenue Service, together with a certificate to the effect that (x) sttch Non-U.S. Lender is not (1) a “bank” within the
meaning of Section 8$l(c)(3)(A) of the Internal Revenue Code, (2) a “10-percent shareholder” of the Borrower within the
meaning of Section 871(h)(3)(B) of the Internal Revenue Code, or (3) a “controlled foreign corporation” that is described
in Section $$1(c)(3)(C) of the Internal Revenue Code and is related to the Borrower within the meaning of Section $64(d)
(4) of the Internal Reventie Code and (y) the interest payments in question are not effectively connected with a U.S. trade
r business conducted by such Non-U.S. Lender or are effectively connected btit are not includible in the Non-U.S.

nder’s gross income for United States federal income tax purposes under an income tax treaty to which the United
tates is a party; or (D) to the extent the Non-U.S. Lender is not the beneficial owner, two (2) properly completed and
dtily executed copies of Internal Revenue Service form W-$ EvIY, or any successor form prescribed by the Internal
Revenue Service, accompanied by an Internal Revenue Service Form W-$ ECI, W-2 BEN, W-9, andlor other certification
documents from each beneficial owner, as applicable. If a payment made to a Lender under any Loan Document would
be subject to U.S. Federal withholding tax imposed by FATCA if such Lender fails to comply with the applicable
reporting requirements of FATCA (including those contained in Section 1471(b) or 1472(b) of the Internal Revenue
Code, as applicable), such Lender shall deliver to the Borrower and the Administrative Agent at the time or times
prescribed by law and at such time or times reasonably requested by the Borrower or the Administrative Agent such
documentation prescribed by applicable law (including as prescribed by Section 147 1(b)(3)(C)(i) of the Internal Revenue
Code) and such additional documentation reasonably requested by the Borrower or the Administrative Agent as may be
necessary for the Borrower and the Administrative Agent to comply with their obligations under FATCA and to
determine that sttch Lender has complied with such Lender’s obligations under FATCA or to determine the amount to
deduct and withhold from such payment. Solely for purposes of this clause (e), “FATCA” shall include any amendments
made to FATCA after the date of this Agreement. In addition, each Lender agrees that from time to time after the
Effective Date, when a lapse in time or change in circumstances renders the previous certification obsolete or inaccurate
in any material respect, it will deliver to the Borrower and the Administrative Agent two new accurate and complete
signed originals of Internal Revenue Service form W-9, W-$ BEN, W-$ ECI or W-$ [MY or FATCA-related
documentation described above, or successor forms, as the case may be, and such other forms as may be required in order
to confirm or establish the entitlement of such Lender to a continued exemption from or reduction in United States
withholding tax with respect to payments under this Agreement and any other Loan Document, or it shall immediately
notify the Borrower and the Administrative Agent of its inability to deliver any such Form or certificate.

(0 Exclusions. The Borrower shall not be required to indemnify any Non-U.S. Lender, or to pay any( lditional amount to any Non-U.S. Lender, purstiant to Section 2.17(a) , (b) or (c) in respect of Taxes or Other Taxes to
Ae extent that the obligation to indemnify or pay such additional amounts would not have arisen but for the failure of

such Non-U.S. Lender to comply with the provisions of subsection (e) above.

(g) Mitigation . If the Borrower is required to pay additional amounts to or for the account of any



Lender pursuant to this Section 2.17, then such Lender will use reasonable efforts (which shall include
efforts to rebook the Revolving Loans held by such Lender to a new Applicable Lending Office, or through another
branch or affiliate of such Lender) to change the jurisdiction of its Applicable Lending Office if, in the good faith
udgment of such Lender, such efforts (1) will eliminate or, if it is not possible to eliminate, reduce to the greatest extent

ssible any stich additional payment which may thereafter accrue and (ii) is not otherwise disadvantageous, in the sole
..eterrnination of such Lender, to such Lender. Any Lender claiming any indemnity payment or additional amounts
payable pursuant to this Section shall use reasonable efforts (consistent with legal and regulatory restrictions) to deliver to
Borrower any certificate or document reasonably requested in writing by the Borrower or to change the jurisdiction of its
Applicable Lending Office if the making of such a filing or change would avoid the need for or reduce the amount of any
such indemnity payment or additional amounts that may thereafter accrue and wotild not, in the sole detennination of
such Lender, be otherwise disadvantageous to such Lender.

(h) Confidentiality. Nothing contained in this Section shall require any Lender or any Agent to make
available any of its tax returns (or any other information that it deems to be confidential or proprietary).

Section 2.18. Base Rate Loans Substituted for Affected Euro-Dollar Loans. If (a) the obligation of any Lender
to make or maintain, or to convert outstanding Loans to, Euro-Dollar Loans has been suspended pursuant to Section 2.15
or (b) any Lender has demanded compensation under Section 2.16(a) with respect to its Euro-Dollar Loans and, in any
stich case, the Borrower shall, by at least four Business Days’ prior notice to such Lender through the Administrative
Agent, have elected that the provisions of this Section shall apply to such Lender, then, unless and until such Lender
notifies the Borrower that the circumstances giving rise to such suspension or demand for compensation no longer apply:

(i) all Loans which would otherwise be made by such Lender as (or continued as or
converted into) Euro-Dollar Loans shall instead be Base Rate Loans (on which interest and principal shall be
payable contemporaneously with the related Euro-Dollar Loans of the other Lenders); and

(ii) after each of its Euro-Dollar Loans has been repaid, all payments of principal that
would otherwise be applied to repay such Loans shall instead be applied to repay its Base Rate Loans.

such Lender notifies the Borrower that the circumstances giving rise to such notice no longer apply, the principal
ihount of each such Base Rate Loan shall be converted into a Euro-Dollar Loan on the first day of the next succeeding

Interest Period applicable to the related Euro-Dollar Loans of the other Lenders.

Section 2.19. Increases to the Commitment.

(a) Subject to the terms and conditions of this Agreement, the Borrower may, during the Availability
Period by delivering to the Administrative Agent and the Lenders a Notice of Revolving Increase in the fonn of Exhibit
E, request increases to the Lenders’ Commitments (each such request, an” Optional Increase “); provided that: (i) the
Borrower may not request any increase to the Commitments after the occurrence and during the continuance of a Defatilt;
(ii) each Optional Increase shall be in a minimum amount of $50,000,000 and (iii) the aggregate amount of all Optional
Increases shall be no more than $500,000,000.

(b) Each Lender may, but shall not be obligated to, participate in any Optional Increase, subject to the
approval of the Isstiing Lenders and the Swingline Lender (such approval not to be unreasonably withheld), and the
decision of any Lender to commit to an Optional Increase shall be at such Lender’s sole discretion and shall be made in
writing. The Borrower may, at its own expense, solicit additional Commitments from third party fmancial institutions
reasonably acceptable to the Administrative Agent, the Swingline Lender and the Issuing Lender. Any such financial
institution (if not already a Lender heretmder) shall become a party to this Agreement as a Lender, pursuant to a joinder
agreement in form and substance reasonably satisfactory to the Administrative Agent and the Borrower.

(c) As a condition precedent to the Optional Increase, the Borrower shall deliver to the Administrative
Agent a certificate of the Borrower dated the effective date of the Optional Increase, signed by a Responsible Officer of
the Borrower, certifying that: (1) the resolutions adopted by the Borrower approving or consenting to such Optional
Increase are attached thereto and such resolutions are true and correct and have not been altered, amended or repealed and
re in full force and effect and (ii) before and after giving effect to the Optional Increase, (A) the representations and

arranties contained in Article V and the other Loan Documents are true and correct in all material respects on and as of
the effective date of the Optional Increase, except to the extent that such representations and warranties specifically refer
to an earlier date, in which case they are true and correct as of such earlier date, and (B) that no Default exists, is
continuing, or would result from the Optional Increase.



(d) The Revolving Outstandings will be reallocated by the Administrative Agent on the effective date
of any Optional Increase among the Lenders in accordance with their revised Coimnitment Ratios, and the Borrower
hereby agrees to pay any and all costs (if any) required pursuant to Section 2.12 incurred by any Lender in connection

the exercise of the Optional Increase.

Section 2.20. Defaulting Lenders.

(a) Notwithstanding any provision of this Agreement to the contrary, if any Lender becomes a
Defaulting Lender, then the following provisions shall apply for so long as such Lender is a Defaulting Lender:

(i) fees shall cease to accrue on the unfunded portion of the Commitment of such
Defaulting Lender pursuant to Section 2.07(a);

(ii) with respect to any Letter of Credit Liabilities or Swingline Exposure of such
Defaulting Lender that exists at the time a Lender becomes a Defaulting Lender or thereafter:

(A) all or any part of such Defaulting Lender’s Letter of Credit
Liabilities and its Swingline Exposure shall be reallocated among the Non-Defaulting Lenders in
accordance with their respective Commitment Ratios (calculated without regard to such Defaulting
Lender’s Commitment) but only to the extent that (x) the conditions set forth in Section 4.02 are
satisfied at such time and (y) such reallocation does not cause the Revolving Outstandings of any
Non-Defaulting Lender to exceed such Non-Defaulting Lender’s Commitment;

(B) if the reallocation described in clause (ii)(A) above cannot, or
can only partially, be effected, each Issuing Lender and the Swingline Lender, in its discretion may
require the Borrower to (i) reimburse all amounts paid by an Issuing Lender upon any drawing
under a Letter of Credit, (ii) repay an outstanding Swingline Loan, andlor (iii) cash collateralize (in
accordance with Section 2.09(a)(ii)) all obligations of such Defaulting Lender in respect of
outstanding Letters of Credit and Swingline Loans, in each case, in an amount at least equal to the
aggregate amount of the obligations (contingent or otherwise) of such Defaulting Lender in respect
of such Letters of Credit or Swingline Loans (after giving effect to any partial reallocation pursuant
to Section 2.20(a)(ii)(A) above);

(iii) if the Borrower cash collateralizes any portion of such Defaulting Lender’s pursuant
to Section 2.20(a)(ii)(B) then the Borrower shall not be required to pay any fees to such Defaulting Lender
pursuant to Section 2.07(b) with respect to such Defaulting Lender’s Letter of Credit Liabilities during the period
stich Defaulting Lender’s Letter of Credit Liabilities are cash collateralized;

(iv) if the Letter of Credit Liabilities and/or Swingline Exposure of the Non-Defaulting
Lenders is reallocated pursuant to Section 2.20(a)(ii)(A) above, then the fees payable to the Lenders pursuant to
Section 2.07(a) and Section 2.07(b) shall be adjusted in accordance with such Non-Defaulting Lenders’
Commitment Ratios (calculated without regard to such Defaulting Lender’s Conunitment); and

(v) if any Defaulting Lender’s Letter of Credit Liabilities andlor Swingline Exposure is
neither reimbursed, repaid, cash collateralized nor reallocated pursuant to this Section 2.20(a)(ii), then, without
prejudice to any rights or remedies of the Issuing Lenders, the Swingline Lender or any other Lender hereunder,
all fees that otherwise would have been payable to such Defaulting Lender (solely with respect to the portion of
such Defaulting Lender’s Commitment that was utilized by such Letter of Credit Liabilities andlor Swingline
Exposure) and letter of credit fees payable under Section 2.07(b) with respect to such Defaulting Lender’s Letter
of Credit Liabilities shall be payable to the Issuing Lenders and the Swingline Lender, pro rata, until such Letter of
Credit Liabilities and/or Swingline Exposure is cash collateralized, reallocated and/or repaid in full.

(b) So long as any Lender is a Defaulting Lender, (1) no Issuing Lender shall be required to issue,
amend or increase any Letter of Credit, unless it is satisfied that the related exposure will be 100% covered by the

ominitments of the Non-Defaulting Lenders and/or cash collateral will be provided by the Borrower in accordance with
ection 2.20(a), and participating interests in any such newly issued or increased Letter of Credit shall be allocated among

Non-Defaulting Lenders in a maimer consistent with Section 3.05 (and Defaulting Lenders shall not participate therein)
and (ii) the Swingline Lender shall not be required to advance any Swingline Loan, unless it is satisfied that the related



exposure will be 100% covered by the Commitments of the Non-Defaulting Lenders.

ARTICLE III
LETTERS OF CREDIT

Section 3.01. Issuing Lenders. Subject to the tenns and conditions hereof, the Borrower may from time to time
identify and arrange for one or more of the Lenders (in addition to the JLA Issuing Banks) to act as Issuing Lenders
hereunder. Any such designation by the Borrower shall be notified to the Administrative Agent at least four Business
Days prior to the first date upon which the Borrower proposes that such Issuing Lender issue its first Letter of Credit, so
as to provide adequate time for such proposed Issuing Lender to be approved by the Administrative Agent hereunder
(such approval not to be unreasonably withheld). Within two Business Days following the receipt of any such
designation of a proposed Issuing Lender, the Administrative Agent shall notify the Borrower as to whether such designee
is acceptable to the Administrative Agent. Nothing contained herein shall be deemed to require any Lender (other than a
ThA Issuing Bank) to agree to act as an Issuing Lender, if it does not so desire.

Section 3.02. Letters of Credit.

(a) Existing Letters of Credit. On the Effective Date, each Issuing Lender under the Existing Credit
Agreement (as defmed therein) that has issued an Existing Letter of Credit shall be deemed, without further action by any
party to this Agreement, to have issued such Existing Letter of Credit under this Agreement pursuant to the terms and
subject to the conditions of this Article Ill; provided , that immediately after each Letter of Credit is deemed to have been
issued, the aggregate Revolving Outstandings shall not exceed the aggregate amount of the Coimnitments.

(b) Additional Letters of Credit. Each Issuing Lender agrees, on the tenns and conditions set forth in
this Agreement, to issue Letters of Credit from time to time before the fifth day prior to the Termination Date, for the
account, and upon the request, of the Borrower and in support of such obligations of the Borrower or any Affiliate of the
Borrower (other than PPL Electric Utilities Corporation) that are reasonably acceptable to such Issuing Lender; provided,
that immnediately after each Letter of Credit is issued, (A) the aggregate Revolving Outstandings shall not exceed the
aggregate amount of the Commitments and (B) the aggregate fronting exposure of any Issuing Lender shall not exceed its

onting Sublimit.

Section 3.03. Method of Issuance of Additional Letters of Credit. The Borrower shall give an Issuing Lender
notice substantially in the form of Exhibit A-3 to this Agreement (a “Letter of Credit Request “) of the requested issuance
or extension of an Additional Letter of Credit prior to 1:00 P.M. (Charlotte, North Carolina time) on the proposed date of
the issuance or extension of Additional Letters of Credit (which shall be a Business Day) (or such shorter period as may
be agreed by such Issuing Lender in any particular instance), specifying the date such Letter of Credit is to be issued or
extended and describing the terms of such Letter of Credit and the nature of the transactions to be supported thereby. The
extension or renewal of any Letter of Credit shall be deemed to be an issuance of such Letter of Credit, and if any Letter
of Credit contains a provision ptmrsuant to which it is deemed to be extended unless notice of termination is given by an
Issuing Lender, such Issuing Lender shall timely give such notice of termination unless it has theretofore timely received
a Letter of Credit Request and the other conditions to issuance of a Letter of Credit have theretofore been met with respect
to such extension. No Letter of Credit shall have a tenn of more than one year, provided , that no Letter of Credit shall
have a term extending or be so extendible beyond the fifth Business Day before the Termination Date.

Section 3.04. Conditions to Issuance of Letters of Credit. The issuance by an Issuing Lender of each
Additional Letter of Credit shall, in addition to the conditions precedent set forth in Article IV, be subject to the
conditions precedent that (i) such Letter of Credit shall be satisfactory in form and substance to such Issuing Lender, (ii)
the Borrower and, if applicable. any such Affiliate of the Borrower, shall have executed and delivered such other
instruments and agreements relating to such Letter of Credit as such Issuing Lender shall have reasonably requested and
(iii) such Issuing Lender shall have confirmed on the date of (and after giving effect to) stich issuance that (A) the
aggregate Revolving Outstandings will not exceed the aggregate amount of the Commitments and (B) the aggregate
fronting exposure of any Issuing Lender shall not exceed the Fronting Sublimit. Notwithstanding any other provision of
this Section 3.04, no Issuing Lender shall be under any obligation to issue any Additional Letter of Credit if: any order,
judgment or decree of any governmental authority shall by its terms purport to enjoin or restrain such Issuing Lender from
suing such Additional Letter of Credit, or any requirement of law applicable to such Issuing Lender or any request or
irective (whether or not having the force of law) from any governmental authority with jurisdiction over such Issuing

Lender shall prohibit. or request that such Issuing Lender refrain from, the issuance of letters of credit generally or such
Additional Letter of Credit in particular or shall impose upon such Issuing Lender with respect to such Additional Letter
of Credit any restriction, reserve or capital requirement (for which such Issuing Lender is not otherwise compensated



hereunder) not in effect on the Effective Date, or shall impose upon such Issuing Lender any unreimbursed loss,
cost or expense which was not applicable on the Effective Date and which such Issuing Lender in good faith deems
material to it.

I Section 3.05. Purchase and Sale of Letter of Credit Participations. Upon the issuance by an Issuing Lender of
tetter of Credit, such Issuing Lender shall be deemed, without further action by any party hereto, to have sold to each

Lender, and each Lender shall be deemed, without further action by any party hereto, to have purchased from such Issuing
Lender, without recourse or warranty, an undivided participation interest in such Letter of Credit and the related Letter of
Credit Liabilities in accordance with its respective Coimnitment Ratio (although the Fronting Fee payable under Section
2.07(b) shall be payable directly to the Administrative Agent for the account of the applicable Issuing Lender, and the
Lenders (other than such Issuing Lender) shall have no right to receive any portion of any such Fronting Fee) and any
security therefor or guaranty pertaining thereto.

Section 3.06. Drawings under Letters of Credit. Upon receipt from the beneficiary of any Letter of Credit of
any notice of a drawing under such Letter of Credit, the applicable Issuing Lender shall determine in accordance with the
terms of such Letter of Credit whether such drawing should be honored. If such Issuing Lender determines that any such
drawing shall be honored, such Issuing Lender shall make available to such beneficiary in accordance with the terms of
such Letter of Credit the amount of the drawing and shall notify the Borrower as to the amount to be paid as a result of
such drawing and the payment date.

Section 3.07. Reimbursement Obligations. The Borrower shall be irrevocably and unconditionally obligated
forthwith to reimburse the applicable Issuing Lender for any amounts paid by such Issuing Lender upon any drawing
tinder any Letter of Credit, together with any and all reasonable charges and expenses which such Issuing Lender may pay
or incur relative to such drawing and interest on the amount drawn at the rate applicable to Base Rate Loans for each day
from and including the date such amount is drawn to but excluding the date such reimbursement payment is due and
payable. Such reimbursement payment shall be due and payable (i) at or before 1:00 P.M. (Charlotte, North Carolina
time) on the date the applicable Issuing Lender notifies the Borrower of such drawing, if such notice is given at or before
10:00 A.M. (Charlotte, North Carolina time) on such date or (ii) at or before 10:00 A.M. (Charlotte, North Carolina time)
on the next succeeding Business Day; provided, that no payment otherwise required by this sentence to be made by the
‘yniower at or before 1:00 P.M. (Charlotte, North Carolina time) on any day shall be overdue hereunder if arrangements

Or such payment satisfactory to the applicable Issuing Lender, in its reasonable discretion, shall have been made by the
Borrower at or before 1:00 P.M. (Charlotte, North Carolina time) on such day and such payment is actually made at or
before 3:00 P.M. (Charlotte, North Carolina time) on such day. In addition, the Borrower agrees to pay to the applicable
Issuing Lender interest, payable on demand, on any and all amounts not paid by the Borrower to such Issuing Lender
when due under this Section 3.07, for each day from and including the date when such amount becomes due to but
excluding the date such amount is paid in full, whether before or afier judgment, at a rate per annum equal to the sum of
2% plus the rate applicable to Base Rate Loans for such day. Each payment to be made by the Borrower pursuant to this
Section 3.07 shall be made to the applicable Issuing Lender in Federal or other funds immediately available to it at its
address referred to Section 9.01.

Section 3.08. Duties of Issuing Lenders to Lenders Reliance . In determining whether to pay under any Letter
of Credit, the relevant Issuing Lender shall not have any obligation relative to the Lenders participating in such Letter of
Credit or the related Letter of Credit Liabilities other than to determine that any document or documents required to be
delivered under such Letter of Credit have been delivered and that they substantially comply on their face with the
requirements of such Letter of Credit. Any action taken or omitted to be taken by an Issuing Lender tinder or in
connection with any Letter of Credit shall not create for such Issuing Lender any resulting liability if taken or omitted in
the absence of gross negligence or willful misconduct. Each Issuing Lender shall be entitled (but not obligated) to rely,
and shall be fully protected in relying, on the representation and warranty by the Borrower set forth in the last sentence of
Section 4.02 to establish whether the conditions specified in clauses (b) and (c) of Section 4.02 are met in connection with
any issuance or extension of a Letter of Credit. Each Issuing Lender shall be entitled to rely, and shall be hilly protected
in relying, upon advice and statements of legal counsel, independent accountants and other experts selected by such
Issuing Lender and upon any Letter of Credit, draft, writing, resolution, notice, consent, certificate, affidavit, letter,
cablegram, telegram, telecopier, telex or teletype message, statement, order or other document believed by it in good faith
to be gentline and correct and to have been signed, sent or made by the proper Person or Persons, and may accept

!pcuments that appear on their face to be in order, without responsibility for further investigation, regardless of any notice
or information to the contrary ttnless the beneficiary and the Borrower shall have notified such Issuing Lender that such
documents do not comply with the terms and conditions of the Letter of Credit. Each Issuing Lender shall be hilly
justified in refusing to take any action reqtiested of it tinder this Section in respect of any Letter of Credit ttnless it shall



first have received such advice or concurrence of the Required Lenders as it reasonably deems appropriate or it
shall first be indemnified to its reasonable satisfaction by the Lenders against any and all liability and expense which may
be incurred by it by reason of taking or continuing to take, or omitting or continuing to omit, any such
action. Notwithstanding any other provision of this Section, each Issuing Lender shall in all cases be ftiliy protected in

ting, or in refraining from acting, under this Section in respect of any Letter of Credit in accordance with a request of
ie Required Lenders, and such request and any action taken or failure to act pursuant hereto shall be binding upon all
Lenders and all future holders of participations in such Letter of Credit; provided, that this sentence shall not affect any
rights the Borrower may have against any Issuing Lender or the Lenders that make such request.

Section 3.09. Obligations of Lenders to Reimburse Issuing Lender for Unpaid Drawings. If any Issuing
Lender makes any payment under any Letter of Credit and the Borrower shall not have reimbursed such amount in full to
such Issuing Lender pursuant to Section 3.07, such Issuing Lender shall promptly notify the Administrative Agent, and
the Administrative Agent shall promptly notify each Lender (other than the relevant Issuing Lender), and each such
Lender shall promptly and unconditionally pay to the Administrative Agent, for the account of such Issuing Lender, such
Lender’s share of such payment (determined in accordance with its respective Commitment Ratio) in Dollars in Federal
or other immediately available funds, the aggregate of such payments relating to each unreimbursed amount being
referred to herein as a “Mandatory Letter of Credit Borrowing “; provided, however, that no Lender shall be obligated to
pay to the Administrative Agent its pro rata share of such unreimbursed amount for any wrongful payment made by the
relevant Issuing Lender under a Letter of Credit as a result of acts or omissions constituting willful misconduct or gross
negligence by such Issuing Lender. If the Administrative Agent so notifies a Lender prior to 11:00 A.M. (Charlotte,
North Carolina time) on any Business Day, such Lender shall make available to the Administrative Agent at its address
referred to in Section 9.01 and for the account of the relevant Issuing Lender such Lender’s pro rata share of the amount
of such payment by 3:00 P.M. (Charlotte, North Carolina time) on the Business Day following such Lender’s receipt of
notice from the Administrative Agent, together with interest on such amount for each day from and including the date of
such drawing to but excluding the day such payment is due from such Lender at the Federal Funds Rate for such day
(which funds the Administrative Agent shall promptly remit to such Issuing Lender). The failure of any Lender to make
available to the Administrative Agent for the account of an Isstiing Lender its pro rata share of any unreimbursed drawing
tmder any Letter of Credit shall not relieve any other Lender of its obligation hereunder to make available to the

4
&dministrative Agent for the account of such Issuing Lender its pro rata share of any payment made tinder any Letter of

)edit on the date required, as specified above, but no such Lender shall be responsible for the failure of any other Lender
to make available to the Administrative Agent for the account of such Issuing Lender such other Lender’s pro rata share
of any such payment. Upon payment in full of all amounts payable by a Lender under this Section 3.09, such Lender
shall be subrogated to the rights of the relevant Issuing Lender against the Borrower to the extent of such Lender’s pro
rata share of the related Letter of Credit Liabilities (including interest accrued thereon). If any Lender fails to pay any
amount required to be paid by it ptirsuant to this Section 3.09 on the date on which such payment is due, interest shall
accrue on such Lender’s obligation to make such payment, for each day from and including the date such payment
became due to but excluding the date such Lender makes such payment, whether before or after judgment, at a rate per
annum equal to (i) for each day from the date such payment is due to the third succeeding Business Day, inclusive, the
Federal Funds Rate for such day as determined by the relevant Issuing Lender and (ii) for each day thereafter, the sum of
2% plus the rate applicable to its Base Rate Loans for such day. Any payment made by any Lender after 3:00 P.M.
(Charlotte, North Carolina time) on any Business Day shall be deemed for purposes of the preceding sentence to have
been made on the next succeeding Business Day.

Section 3.10. Funds Received from the Borrower in Respect of Drawn Letters of Credit. Whenever an Issuing
Lender receives a payment of a Reimbursement Obligation as to which the Administrative Agent has received for the
account of such Issuing Lender any payments from the other Lenders pursuant to Section 3.09 above, such Issuing Lender
shall pay the amount of such payment to the Administrative Agent, and the Administrative Agent shall promptly pay to
each Lender which has paid its pro rata share thereof, in Dollars in Federal or other immediately available funds, an
amount equal to such Lender’s pro rata share of the principal amount thereof and interest thereon for each day after
relevant date of payment at the Federal Funds Rate.

Section 3.11. Obligations in Respect of Letters of Credit Unconditional . The obligations of the Borrower
under Section 3.07 above shall be absolute, unconditional and irrevocable, and shall be performed strictly in accordance
‘vith the terms of this Agreement, under all circumstances whatsoever, including, without limitation, the following

rcuinstances:

(a) any lack of validity or enforceability of this Agreement or any Letter of Credit or any document
related hereto or thereto;



(b) any amendment or waiver of or any consent to departure from all or any of the provisions of this
Agreement or any Letter of Credit or any document related hereto or thereto;

I (c) the use which may be made of the Letter of Credit by, or any acts or omission of’, a beneficiary of a
tter of Credit (or any Person for whom the beneficiary may be acting);

(d) the existence of any claim, set-off’, defense or other rights that the Borrower may have at any time
against a beneficiary of a Letter of Credit (or any Person for whom the beneficiary may be acting), any Issuing Lender or
any other Person, whether in connection with this Agreement or any Letter of Credit or any document related hereto or
thereto or any unrelated transaction;

(e) any statement or any other document presented tinder a Letter of Credit proving to be forged,
fraudulent or invalid in any respect or any statement therein being untrue or inaccurate in any respect whatsoever;

(f) payment under a Letter of Credit against presentation to an Issuing Lender of a draft or certificate
that does not comply with the terms of such Letter of Credit; provided , that the relevant Issuing Lender’s determination
that documents presented under such Letter of Credit comply with the terms thereof shall not have constituted gross
negligence or willfttl misconduct of such Issuing Lender; or

(g) any other act or omission to act or delay of any kind by any Issuing Lender or any other Person or
any other event or circumstance whatsoever that might, but for the provisions of this subsection (g), constitute a legal or
equitable discharge of the Borrower’s obligations hereunder.

Nothing in this Section 3.11 is intended to limit the right of the Borrower to make a claim against any Issuing Lender for
damages as contemplated by the proviso to the first sentence of Section 3.12.

Section 3.12. Indemnification in Respect of Letters of Credit. The Borrower hereby indemnifies and holds
harmless each Lender (inclttding each Isstiing Lender) and the Administrative Agent from and against any and all claims,
larnages, losses, liabilities, costs or expenses which such Lender or the Administrative Agent may incur by reason of or in
nnection with the failure of any other Lender to fulfill or comply with its obligations to such Issuing Lender hereunder

kbut nothing herein contained shall affect any rights which the Borrower may have against such defaulting Lender), and
none of the Lenders (incltiding any Isstting Lender) nor the Administrative Agent, their respective affiliates nor any of
their respective officers, directors, employees or agents shall be liable or responsible, by reason of or in connection with
the execution and delivery or transfer of or payment or failure to pay under any Letter of Credit, including, without
limitation, any of the circumstances enumerated in Section 3.11, as well as (i) any error, omission, interruption or delay in
transmission or delivery of any messages, by mail, cable, telegraph, telex or otherwise, (ii) any error in interpretation of
technical terms, (iii) any loss or delay in the transmission of any document required in order to make a drawing under a
Letter of Credit, (iv) any consequences arising from causes beyond the control of such indemnitee, including without
limitation, any government acts, or (v) any other circumstances whatsoever in making or failing to make payment tinder
such Letter of Credit; provided, that the Borrower shall not be required to indemnif’ any Issuing Lender for any claims,
damages, losses, liabilities, costs or expenses, and the Borrower shall have a claim against such Issuing Lender for direct
(btit not consequential) damages suffered by it, to the extent found by a coutrt of competent jurisdiction in a final, non-
appealable judgment or order to have been caused by (1) the willful misconduct or gross negligence of such Issuing
Lender in determining whether a request presented under any Letter of Credit issued by it complied with the terms of such
Letter of Credit or (ii) such issuing Lender’s failure to pay tinder any Letter of Credit issued by it after the presentation to
it of a request strictly complying with the terms and conditions of such Letter of Credit. Nothing in this Section 3.12 is
intended to limit the obligations of the Borrower tinder any other provision of this Agreement.

Section 3.13. 1SP98 . The rules of the “International Standby Practices 199$” as published by the International
Chamber of Commerce most recently at the time of issuance of any Letter of Credit shall apply to such Letter of Credit
unless otherwise expressly provided in such Letter of Credit.

ARTICLE IV. CONDITIONS

Section 4.01. Conditions to Closing. The obligation of each Lender to make a Loan or issue a Letter of Credit
on the occasion of the first Credit Event hereunder is subject to the satisfaction of the following conditions:

(a) This Agreement. The Administrative Agent shall have received counterparts hereof signed by



each of the parties hereto (or, in the case of any party as to which an executed counterpart shall not have
been received, receipt by the Administrative Agent in form satisfactory to it of telegraphic, telex, facsimile or other
written confirmation from such party of execution of a counterpart hereof by such party) to be held in escrow and to be
delivered to the Borrower upon satisfaction of the other conditions set forth in this Section 4.01.

(b) Notes. On or prior to the Effective Date, the Administrative Agent shall have received a duly
executed Note for the account of each Lender requesting delivery of a Note pursuant to Section 2.05.

(c) Officers’ Certificates. The Administrative Agent shall have received a certificate dated the
Effective Date signed on behalf of the Borrower by the Chairman of the Board, the President, any Vice President, the
Treasurer or the Assistant Treasurer of the Borrower stating that (A) on the Effective Date and after giving effect to the
Loans and Letters of Credit being made or issued on the Effective Date, no Default shall have occurred and be continuing
and (B) the representations and warranties of the Borrower contained in the Loan Documents are true and correct on and
as of the Effective Date, except to the extent that such representations and warranties specifically refer to an earlier date,
in which case they were true and correct as of such earlier date.

(d) Proceedings. On the Effective Date, the Administrative Agent shall have received (i) a certificate
of the Secretary of State of the State of Delaware, dated as of a recent date, as to the good standing of the Borrower and
(ii) a certificate of the Secretary or an Assistant Secretary of the Borrower dated the Effective Date and certifying (A) that
attached thereto is a true, correct and complete copy of(x) the Borrower’s certificate of formation certified by the
Secretary of State of the State of Delaware and (y) the limited liability company agreement of the Borrower, (B) as to the
absence of dissolution or liquidation proceedings by or against the Borrower, (C) that attached thereto is a true, correct
and complete copy of resolutions adopted by the managers of the Borrower authorizing the execution, delivery and
performance of the Loan Documents to which the Borrower is a party and each other document delivered in connection
herewith or therewith and that stich resolutions have not been amended and are in full force and effect on the date of such
certificate and (D) as to the incumbency and specimen signatures of each officer of the Borrower executing the Loan
Documents to which the Borrower is a party or any other document delivered in connection herewith or therewith.

(e) Opinions of Counsel. On the Effective Date, the Administrative Agent shall have received from( otrnsel to the Borrower, opinions addressed to the Administrative Agent and each Lender, dated the Effective Date,
Abstantially in the fonn of Exhibit D hereto.

(f) tlntentionally Omitted]

(g) Consents. All necessary governmental (domestic or foreign), regulatory and third party
approvals, if any, in connection with the transactions contemplated by this Agreement and the other Loan Documents
shall have been obtained and remain in hill force and effect, in each case without any action being taken by any
competent authority which could restrain or prevent such transaction or impose, in the reasonable judgment of the
Administrative Agent, materially adverse conditions tipon the consummation of such transactions; provided , that any
such approvals with respect to elections by the Borrower to increase the Coimnitment as contemplated by Section 2.19
need not be obtained or provided until the Borrower makes any such election.

(h) Payment of Fees. All costs, fees and expenses dtie to the Administrative Agent, the Joint Lead
Arrangers and the Lenders accrtied through the Effective Date (including Commitment Fees and Letter of Credit fees)
shall have been paid in hill.

(1) Counsel fees . The Administrative Agent shall have received full payment from the Borrower of
the fees and expenses of Davis Polk & Wardwell LLP described in Section 9.03 which are billed through the Effective
Date and which have been invoiced one Business Day prior to the Effective Date.

(j) Amendment Fee . The Borrower shall have paid to the Administrative Agent for the accotint of
each Lender a non-refundable and fully earned fee (the “Amendment Fee “) as set forth in the Fee Letter, on or before the
Effective Date.

L
Section 4.02. Conditions to All Credit Events. The obligation of any Lender to make any Loan, and the

Jligation of any Issuing Lender to issue (or renew or extend the tenn of) any Letter of Credit, is subject to the
atisfaction of the following conditions:

(a) receipt by the Administrative Agent of a Notice of Borrowing as required by Section 2.03, or



receipt by an Issuing Lender of a Letter of Credit Request as required by Section 3.03;

(b) the fact that, immediately before and after giving effect to such Credit Event, no Default shall have
occurred and be continuing; and

(c) the fact that the representations and warranties of the Borrower contained in this Agreement and
the other Loan Documents shall be true and correct on and as of the date of such Credit Event, except to the extent that
such representations and warranties specifically refer to an earlier date, in which case they were true and correct as of
such earlier date and except for the representations in Section 5.04(c),Section 5.06, Section 5.15 and Section 5.16, which
shall be deemed only to relate to the matters referred to therein on and as of the Effective Date.

Each Credit Event under this Agreement shall be deemed to be a representation and warranty by the Borrower on the date
of such Credit Event as to the facts specified in clauses (b) and (c) of this Section.

ARTICLE V
REPRESENTATIONS AND WARRANTIES

The Borrower represents and warrants that:

Section 5.01. Status. The Borrower is a limited liability company duly organized, validly existing and iii good
standing under the laws of the State of Delaware and has the limited liability company authority to make and perform this
Agreement and each other Loan Document to which it is a party.

Section 5.02. Authority; No Conflict. The execution, delivery and performance by the Borrower of this
Agreement and each other Loan Document to which it is a party have been duly authorized by all necessary limited
liability company action and do not violate (i) any provision of law or regulation, or any decree, order, writ or judgment,
(ii) any provision of its limited liability company agreement, or (iii) result in the breach of or constitute a default under
any indenture or other agreement or instrument to which the Borrower is a party; provided , that any exercise of the option
to increase the Conunitment as contemplated in Section 2.19 may require further authorization of the Borrower’s Board of
Managers.

Section 5.03. Legality; Etc . This Agreement and each other Loan Document (other than the Notes) to which
the Borrower is a party constitute the legal, valid and binding obligations of the Borrower, and the Notes, when executed
and delivered in accordance with this Agreement, will constitute legal, valid and binding obligations of the Borrower, in
each case enforceable against the Borrower in accordance with their terms except to the extent limited by (a) bankruptcy,
insolvency, fraudulent conveyance or reorganization laws or by other similar laws relating to or affecting the
enforceability of creditors’ rights generally and by general equitable principles which may limit the right to obtain
equitable remedies regardless of whether enforcement is considered in a proceeding of law or equity or (b) any applicable
public policy on enforceability of provisions relating to contribution and indemnification.

Section 5.04. Financial Condition.

(a) Audited Financial Statements. The consolidated balance sheet of the Borrower and its
Consolidated Subsidiaries as of December 31, 2011 and the related consolidated statements of income and cash flows for
the fiscal year then ended, reported on by Ernst & Young, LLP, copies of which have been delivered to each of the
Administrative Agent and the Lenders, fairly present, in conformity with GAAP, the consolidated fmancial position of the
Borrower and its Consolidated Subsidiaries as of such date and their consolidated results of operations and cash flows for
such fiscal year.

(b) Interim Financial Statements. The unaudited consolidated balance sheet of the Borrower and its
Consolidated Subsidiaries as of June 30, 2012 and the related unaudited consolidated statements of income and cash flows
for the six months then ended fairly present, in conformity with GAAP applied on a basis consistent with the financial
statements referred to in subsection (a) of this Section, the consolidated fmancial position of the Borrower and its
Consolidated Subsidiaries as of such date and their consolidated results of operations and cash flows for sttch six-month
oeriod (subject to normal year-end audit adjustments).

(c) Material Adverse Change . Since December 31, 2011 there has been no change in the business,
assets, financial condition or operations of the Borrower and its Consolidated Subsidiaries, considered as a whole, that
would materially and adversely affect the Borrower’s ability to perform any of its obligations under this Agreement, the



Notes or the other Loan Documents.

Section 5.05. Rights to Properties. The Borrower and its Restricted Subsidiaries have good and valid fee,
leasehold, easement or other right, title or interest in or to all the properties necessary to the conduct of their business as

£nducted on the Effective Date and as then proposed to be conducted, except to the extent the failure to have such rights
interests would not have a Material Adverse Effect.

Section 5.06. Litigation. Except as disclosed in or contemplated by the Borrower’s Form 10-K Report to the
SEC for the year ended December 31, 2011 or in any subsequent Form 10-K, 10-Q or 8-K Report, no litigation,
arbitration or administrative proceeding against the Borrower is pending or, to the Borrower’s knowledge, threatened,
which would reasonably be expected to materially and adversely affect the ability of the Borrower to perform any of its
obligations under this Agreement, the Notes or the other Loan Documents. There is no litigation, arbitration or
administrative proceeding pending or, to the knowledge of the Borrower, threatened which questions the validity of this
Agreement or the other Loan Documents to which it is a party.

Section 5.07. No Violation. No part of the proceeds of the borrowings by hereunder will be used, directly or
indirectly by the Borrower for the purpose of purchasing or carrying any “margin stock” within the meaning of
Regulation U of the Board of Governors of the Federal Reserve System, or for any other purpose which violates, or which
conflicts with, the provisions of Regulations U or X of said Board of Governors. The Borrower is not engaged principally,
or as one of its important activities, in the business of extending credit for the purpose of purchasing or carrying any such
“margin stock”.

Section 5.0$. ERISA. Each member of the ERISA Group has fulfilled its obligations under the minimum
funding standards of ERISA and the Internal Revenue Code with respect to each Material Plan and is in compliance in all
material respects with the presently applicable provisions of ERISA and the Internal Revenue Code with respect to each
Material Plan. No member of the ERISA Group has (i) sought a waiver of the minimum funding standard under Section
412 of the Internal Revenue Code in respect of any Material Plan, (ii) failed to make any contribution or payment to any
Material Plan, or made any amendment to any Material Plan, which has resulted or could result in the imposition of a
Lien or the posting of a bond or other security under ERISA or the Internal Reventie Code or (iii) incurred any material
bility under Title IV of ERISA other than a liability to the PBGC for premiums under Section 4007 of ERISA.

Section 5.09. Governmental Approvals. No attthorization, consent or approval from any Governmental
Authority is required for the execution, delivery and performance by the Borrower of this Agreement, the Notes and the
other Loan Documents to which it is a party, except such authorizations, consents and approvals as shall have been
obtained prior to the Effective Date and shall be in full force and effect.

Section 5.10. Investment Company Act. The Borrower is not an “investment company” within the meaning of
the Investment Company Act of 1940, as amended.

Section 5.11. Restricted Subsidiaries, Etc. Set forth in Schedule 5.11 hereto is a complete and correct list as of
the Effective Date of the Restricted Subsidiaries of the Borrower, together with, for each such Subsidiary, the jurisdiction
of organization of such Subsidiary. Except as disclosed in Schedule 5.11 hereto, as of the Effective Date, each such

Subsidiary (i) is a Wholly Owned Subsidiary of the Borrower and (ii) is duly organized, validly existing and in good
standing under the laws of the jurisdiction of its organization and has all corporate or other organizational powers to carry

on its businesses.

Section 5.12. Tax Returns and Payments . The Borrower and each of its Restricted Subsidiaries has filed or
caused to be filed all Federal, state, local and foreign income tax returns required to have been filed by it and has paid or
caused to be paid all income taxes shown to be due on such returns except income taxes that are being contested in good
faith by appropriate proceedings and for which the Borrower or its Restricted Subsidiaries, as the case may be, shall have

set aside on its books appropriate reserves with respect thereto in accordance with GAAP or that would not reasonably be
expected to have a Material Adverse Effect.

Section 5.13. Compliance with Laws. To the knowledge of the Borrower or any of its Restricted Subsidiaries,

4he Borrower and each of its Restricted Subsidiaries is in compliance with all applicable laws, regulations and orders of
Governmental Authority, domestic or foreign, in respect of the conduct of its business and the ownership of its

property (including, without limitation, compliance with all applicable ERISA and Environmental Laws and the
requirements of any permits issued tinder such Environmental Laws), except to the extent (a) such compliance is being
contested in good faith by appropriate proceedings or (b) non-compliance would not reasonably be expected to materially



and adversely affect its ability to perform any of its obligations under this Agreement, the Notes or any other Loan
Document to which it is a party.

Section 5.14. No Default. No Default has occurred and is continuing.

Section 5.15. Envfronmental Matters.

(a) Except (i) as disclosed in or contemplated by the Borrower’s Form 10-K Report to the SEC for the
year ended December 31, 2011 or in any subsequent Form 10-K, 10-Q or s-K Report, or (ii) to the extent that the
liabilities of the Borrower and its Subsidiaries, taken as a whole, that relate to or could reasonably be expected to result
from the matters referred to in clauses (i) through (iii) of this Section 5.15(a), inclusive, would not reasonably be expected
to result in a Material Adverse Effect:

(i) no notice, notification, citation, summons, complaint or order has been received by
the Borrower or any of its Subsidiaries, no penalty has been assessed nor is any investigation or review pending
or, to the Borrower’s or any of its Subsidiaries’ knowledge, threatened by any govermnental or other entity with
respect to any (A) alleged violation by or liability of the Borrower or any of its Subsidiaries of or under any
Enviromnental Law, (B) alleged failure by the Borrower or any of its Subsidiaries to have any environmental
permit, certificate, license, approval, registration or authorization required in connection with the conduct of its
business or (C) generation, storage, treatment, disposal, transportation or release of Hazardous Substances;

(ii) to the Borrower’s or any of its Subsidiaries’ knowledge, no Hazardous Substance has
been released (and no written notification of such release has been filed) (whether or not in a reportable or
threshold planning quantity) at, on or under any property now or previously owned, leased or operated by the
Borrower or any of its Subsidiaries; and

(iii) no property now or previously owned, leased or operated by the Borrower or any of
its Subsidiaries or, to the Borrower’s or any of its Subsidiaries’ knowledge, any property to which the Borrower or
any of its Subsidiaries has, directly or indirectly, transported or arranged for the transportation of any Hazardous

• Substances, is listed or, to the Borrower’s or any of its Stibsidiaries’ knowledge, proposed for listing, on the
National Priorities List promulgated pursuant to the Comprehensive Environmental Response, Compensation and
Liability Act of 1980, as amended (“ CERCLA “), on CERCLIS (as defmed in CERCLA) or on any similar
federal, state or foreign list of sites requiring investigation or clean-tip.

(b) Except as disclosed in or contemplated by the Borrower’s form 10-K Report to the SEC for the
year ended December 31, 2011 or in any subsequent form 10-K, 10-Q or 8-K Report, to the Borrower’s or any of its
Subsidiaries’ knowledge, there are no Environmental Liabilities that have resulted or could reasonably be expected to
result in a Material Adverse Effect.

(c) For purposes of this Section 5.15, the terms “the Borrower” and “Subsidiary” shall include any
business or business entity (including a corporation) which is a predecessor, in whole or in part, of the Borrower or any of
its Subsidiaries from the time such business or business entity became a Subsidiary of PPL Corporation, a Pennsylvania
corporation.

Section 5.16. Guarantees . As of the Effective Date, except as set forth in Schedule 5.16 hereto, the Borrower
has no Guarantees of any Debt of any Foreign Subsidiary of the Borrower other than such Debt not in excess of
$25,000,000 in the aggregate.

Section 5.17. OFAC . None of the Borrower, any Subsidiary of the Borrower or any Affiliate of the Borrower:
(i) is a Sanctioned Person, (ii) has more than 10% of its assets in Sanctioned Entities, or (iii) derives more than 10% of its
operating income from investments in, or transactions with Sanctioned Persons or Sanctioned Entities. The proceeds of
any Loan will not be used and have not been used to fund any operations in, finance any investments or activities in, or
make any payments to, a Sanctioned Person or a Sanctioned Entity.

ARTICLE VI
COVENANTS

The Borrower agrees that so long as any Lender has any Commitment hereunder or any amount payable
hereunder or under any Note or other Loan Document remains unpaid or any Letter of Credit Liability remains
outstanding:



Section 6.01. thformation. The Borrower will deliver or cause to be delivered to each of the Lenders (it being
understood that the posting of the information required in clauses (a), (b) and (f) of this Section 6.01 on the Borrower’s
website (http://www.pplweb.com) or making such information available on IntraLinks, Syndtrak (or similar service) shall

deemed to be effective delivery to the Lenders):

(a) Annual Financial Statements . Promptly when available and in any event within ten (10) days
after the date such infonnation is required to be delivered to the SEC, a consolidated balance sheet of the Borrower and its
Consolidated Subsidiaries as of the end of such fiscal year and the related consolidated statements of income and cash
flows for such fiscal year and accompanied by an opinion thereon by independent public accountants of recognized
national standing, which opinion shall state that such consolidated fmancial statements present fairly the consolidated
financial position of the Borrower and its Consolidated Subsidiaries as of the date of such financial statements and the
results of their operations for the period covered by such fmancial statements in conformity with GAAP applied on a
consistent basis.

(b) Quarterly Financial Statements. Promptly when available and in any event within ten (10) days
after the date such information is required to be delivered to the SEC, a consolidated balance sheet of the Borrower and its
Consolidated Subsidiaries as of the end of such quarter and the related consolidated statements of income and cash flows
for such fiscal quarter, all certified (subject to nonnal year-end audit adjustments) as to fairness of presentation, GAAP
and consistency by any vice president, the treasurer or the controller of the Borrower.

(c) Officer’s Certificate. Simultaneously with the delivery of each set of fmancial statements referred
to in subsections (a) and (b) above, a certificate of the chief accounting officer or controller of the Borrower, (i) setting
forth in reasonable detail the calculations required to establish compliance with the requirements of Section 6.11 on the
date of such financial statements and (ii) stating whether there exists on the date of such certificate any Default and, if any
Default then exists, setting forth the details thereof and the action which the Borrower is taking or proposes to take with
respect thereto.

(d) Default. Forthwith upon acquiring knowledge of the occurrence of any (i) Default or (ii) Event of‘ efault, in either case a certificate of a vice president or the treasurer of the Borrower setting forth the details thereof and
_,le action which the Borrower is taking or proposes to take with respect thereto.

(e) Change in Borrower’s Ratings. Promptly, upon the chief exectitive officer, the president, any vice
president or any senior fmancial officer of the Borrower obtaining knowledge of any change in a Borrower’s Rating, a
notice of such Borrower’s Rating in effect after giving effect to such change.

(f) Sectirities Laws Filing. Promptly when available and in any event within ten (10) days after the
date such information is required to be delivered to the SEC, a copy of any Form 10-K Report to the SEC and a copy of
any Form l0-Q Report to the SEC, and promptly tipon the filing thereof, any other filings with the SEC.

(g) ERISA Matters. If and when any member of the ERISA Group: (i) gives or is required to give
notice to the PBGC of any “reportable event” (as defmed in Section 4043 of ERISA) with respect to any Material Plan
which might constitute grounds for a termination of stich Plan under Title IV of ERISA, or knows that the plan
administrator of any Material Plan has given or is required to give notice of any such reportable event, a copy of the
notice of such reportable event given or required to be given to the PBGC; (ii) receives, with respect to any Material Plan
that is a Multiemployer Plan, notice of any complete or partial withdrawal liability under Title W of ERISA, or notice that
any Mtiltiemployer Plan is in reorganization, is insolvent or has been terminated, a copy of such notice; (iii) receives
notice from the PBGC under Title IV of ERISA of an intent to tenninate, impose material liability (other than for
premiums under Section 4007 of ERISA) in respect of or appoint a trustee to administer any Material Plan, a copy of
such notice; (iv) applies for a waiver of the minimum firnding standard tinder Section 412 of the Internal Revenue Code
with respect to a Material Plan, a copy of such application; (v) gives notice of intent to terminate any Plan tinder Section
4041(c) of ERJSA, a copy of such notice and other information filed with the PBGC; (vi) gives notice of withdrawal from
any Plan pursuant to Section 4063 of ERISA; or (vii) fails to make any payment or contribution to any Plan or makes any
amendment to any Plan which has restilted or could result in the imposition of a Lien or the posting of a bond or other
çcurity, a copy of sttch notice, a certificate of the chief accounting officer or controller of the Borrower setting forth

,J2tails as to such occurrence and action, if any, which the Borrower or applicable member of the ERISA Group is
required or proposes to take.

h) Other Infonnation . From time to time such additional financial or other information regarding the



fmancial condition, results of operations, properties, assets or business of the Borrower or any of its
Subsidiaries as any Lender may reasonably request.

The Borrower hereby acknowledges that (a) the Administrative Agent will make available to the Lenders
d each Issuing Lender materials and/or infonnation provided by or on behalf of the Borrower hereunder (collectively,”

orrower Materials “) by posting the Borrower Materials on JntraLiiiks or another similar electronic system (the
Platform “) and (b) certain of the Lenders may be “public-side” Lenders (i.e., Lenders that do not wish to receive material
non-public information with respect to the Borrower or its securities) (each, a “ Public Lender “). The Borrower hereby
agrees that it will use coimnercially reasonable efforts to identify that portion of the Borrower Materials that may be
distributed to the Public Lenders and that (w) all such Borrower Materials shall be clearly and conspicuously marked
“PUBLIC” which, at a minimum, shall mean that the word “PUBLIC” shall appear prominently on the first page thereof;
(x) by marking Borrower Materials “PUBLIC,” the Borrower shall be deemed to have authorized the Administrative
Agent, the Issuing Lenders and the Lenders to treat such Borrower Materials as not containing any material non-public
information (although it may be sensitive and proprietary) with respect to the Borrower or its securities for purposes of
United States Federal and state securities laws (provided , however , that to the extent such Borrower Materials constitute
Information (as defmed below), they shall be treated as set forth in Section 9.12); (y) all Borrower Materials marked
“PUBLIC” are permitted to be made available through a portion of the Platform designated “Public Investor;” and (z) the
Administrative Agent shall be entitled to treat any Borrower Materials that are not marked “PUBLIC” as being suitable
only for posting (subject to Section 9.12) on a portion of the Platform not designated “Public Investor.” “ Tnfonnation”
means all information received from the Borrower or any of its Subsidiaries relating to the Borrower or any of its
Subsidiaries or any of their respective businesses, other than any such information that is available to the Administrative
Agent, any Lender or any Issuing Lender on a nonconfidential basis prior to disclosure by the Borrower or any of its
Subsidiaries; provided that, in the case of information received from the Borrower or any of its Subsidiaries afier the
Effective Date, such information is clearly identified at the time of delivery as confidential. Any Person required to
maintain the confidentiality of Information as provided in this Section shall be considered to have complied with its
obligation to do so if such Person has exercised the same degree of care to maintain the confidentiality of such
Information as such Person would accord to its own confidential information.

Section 6.02. Maintenance of Property: Insurance.

(a) Maintenance of Properties. The Borrower will keep, and will cause each of its Restricted
Subsidiaries to keep, all property useful and necessary in their respective businesses in good working order and condition,
subject to ordinary wear and tear, unless the Borrower determines in good faith that the continued maintenance of any of
such properties is no longer economically desirable and so long as the failure to so maintain such properties would not
reasonably be expected to have a Material Adverse Effect.

(b) Insurance. The Borrower will maintain, or cause to be maintained, insurance with financially
sound (determined in the reasonable judgment of the Borrower) and responsible companies in such amounts (and with
such risk retentions) and against such risks as is usually carried by owners of similar businesses and properties in the same
general areas in which the Borrower and its Restricted Subsidiaries operate.

Section 6.03. Conduct of Business and Maintenance of Existence . The Borrower will (i) continue, and will
cause each of its Restricted Subsidiaries to continue, to engage in businesses of the same general type as now conducted
by the Borrower and its Subsidiaries and businesses related thereto or arising out of such businesses, except to the extent
that the failure to maintain any existing business would not have a Material Adverse Effect and (ii) except as otherwise
permitted in Section 6.08, preserve, renew and keep in full force and effect, and will cause each of its Subsidiaries to
preserve, renew and keep in full force and effect, their respective limited liability company (or other entity) existence and
their respective rights, privileges and franchises necessary or material to the normal conduct of business, except, in each
case, where the failure to do so could not reasonably be expected to have a Material Adverse Effect.

Section 6.04. Compliance with Laws, Etc . The Borrower will comply, and will cause each of its Restricted
Subsidiaries to comply, with all applicable laws, regulations and orders of any Governmental Authority, domestic or
foreign, in respect of the conduct of its bttsiness and the ownership of its property (including, without limitation,
compliance with all applicable ERISA and Environmental Laws and the requirements of any permits issued under such

0 ‘nvironmental Laws), except to the extent (a) such compliance is being contested in good faith by appropriate
.-%oceedings or (b) non-compliance cotild not reasonably be expected to have a Material Adverse Effect.

Section 6.05. Books and Records . The Borrower (1) will keep, and will cause each of its Restricted
Subsidiaries to keep, proper books of record and account in conformity with GAAP and (ii) will permit representatives of



the Administrative Agent and each of the Lenders to visit and inspect any of their respective properties, to
examine and make copies from any of their respective books and records and to discuss their respective affairs, fmances
and accounts with their officers, any employees and independent public accountants, all at such reasonable times and as
ofien as may reasonably be desired; provided, that, the rights created in this Section 6.05 to “visit”, “inspect”, “discuss”

copy shall not extend to any mailers which the Borrower deems, in good faith, to be confidential, unless the
dministrative Agent and any such Lender agree in writing to keep such matters confidential.

Section 6.06. Use of Proceeds. The proceeds of the Loans made under this Agreement will be used by the
Borrower to repay loans under the Existing Credit Agreement on the Effective Date and for general corporate purposes of
the Borrower and its Affiliates, including for working capital purposes, and for making investments in or loans to
Affiliates. The Borrower will request the isstiance of Letters of Credit solely for general corporate purposes of the
Borrower and its Affiliates. No such use of the proceeds for general corporate purposes will be, directly or indirectly, for
the purpose, whether immediate, incidental or ultimate, of buying or carrying any Margin Stock within the meaning of
Regulation U.

Section 6.07. Restriction on Liens . The Borrower will not, nor will it pennit any of its Restricted Subsidiaries
to, create, incur, assume or suffer to exist any Lien upon or with respect to any property or assets of any kind (real or
personal, tangible or intangible) of the Borrower or any such Restricted Subsidiary (including, without limitation, their
Voting Stock), except:

(a) Liens for taxes, assessments or govermuental charges or levies not yet due or which are being
contested in good faith and by appropriate proceedings and for which adequate reserves in accordance with GAAP shall
have been set aside on its books;

(b) Liens imposed by law, such as carriers’, landlords’, warehousemen’s and mechanics’ Liens and
other similar Liens arising in the ordinary course of business which secure payment of obligations not more than 45 days
past due or which are being contested in good faith by appropriate proceedings and for which adequate reserves in
accordance with GAAP shall have been set aside on its books;

(c) Liens arising out of pledges or deposits under worker’s compensation laws, unemployment
,lsttrance, old age pensions, or other social security or retirement benefits, or similar legislation;

(d) easements (including, without limitation, reciprocal easement agreements and utility agreements),
rights-of-way, covenants, consents, reservations, encroaclunents, variances and other restrictions, charges or
encumbrances (whether or not recorded) affecting the use of real property;

(e) Liens existing on the Effective Date and described in Schedule 6.07 hereto;

(f) judgment Liens arising from judgments which secure payment of legal obligations that would not
constitute a Default under Section 7.01;

(g) any vendor’s Liens, purchase money Liens or any other Lien on any property or asset acquired by
the Borrower or any of its Restricted Subsidiaries afier the Effective Date existing on any such property or asset at the
time of acquisition thereof (and not created in anticipation thereof); provided , that, in any such case no such Lien shall
extend to or cover any other asset of the Borrower or such Restricted Subsidiaries, as the case may be;

(h) Liens, deposits and/or similar arrangements to secure the performance of bids, tenders or contracts
(other than contracts for borrowed money), public or statutory obligations, surety and appeal bonds, performance bonds
and other obligations of a like nature incurred in the ordinary course of business by the Borrower or any of its Restricted
Subsidiaries, including Liens to secure obligations under agreements for or relating to the purchase and sale of any
commodity (inclttding power purchase and sale agreements, any commodity hedge or derivative regardless of whether
any such transaction is a “financial” or “physical transaction”) provided , that, with respect to any Lien on electric
generating plants of any Restricted Subsidiary to secure obligations under agreements for or relating to the purchase and
sale of any commodity, the amount of the outstanding obligations secured by such Lien or Liens shall not, at any time, in
the aggregate, exceed $1.5 billion;

(1) Liens on assets of the Borrower and its Restricted Subsidiaries arising out of obligations or duties
to any municipality or public authority with respect to any franchise, grant, license, permit or certificate;

(j) rights reserved to or vested in any municipality or public authority to control or regulate any asset



of the Borrower or any of its Restricted Subsidiaries or to use such asset in a manner which does not
materially impair the use of such asset for the purposes for which it is held by the Borrower or any of its Restricted
Subsidiaries;

(k) irregularities in or deficiencies of title to any asset which do not materially adversely affect the use
such property by the Borrower or any of its Restricted Subsidiaries in the normal course of its business;

(I) any Lien on any property or asset of any corporation or other entity existing at the time such
corporation or entity is acquired, merged or consolidated or amalgamated with or into the Borrower or any of its
Restricted Subsidiaries and not created in contemplation of such event;

(in) any Lien on any asset securing Debt incurred or assumed for the purpose of fmancing all or any
part of the cost of acquiring, constructing or improving such asset; provided , that any such Lien attaches to such asset,
solely to extent of the valtie of the obligation secured by such Lien, concurrently with or within 180 days after the
acquisition, construction or improvement thereof:

(n) any Liens in connection with the issuance of tax-exempt industrial development or pollution
control bonds or other similar bonds issued pursuant to Section 103(b) of the Internal Revenue Code of 1986, as amended,
to finance all or any part of the ptirchase price of or the cost of constructing, equipping or improving property;

(o) rights of lessees arising under leases entered into by the Borrower or any of its Restricted
Subsidiaries as lessor, in the ordinary course of business;

(p) any Liens on or reservations with respect to governmental and other licenses, permits, franchises,
consents and allowances; any Liens on patents, patent licenses and other patent rights, patent applications, trade names,
trademarks, copyrights, claims, credits, choses in action and other intangible property and general intangibles including,
but not limited to, computer software:

(q) any Liens on automobiles, buses, trucks and other similar vehicles and movable equipment;
qiarine equipment; airplanes, helicopters and other flight equipment; and parts, accessories and supplies used in

)mection with any of the foregoing;

(r) any Liens on furniture and furnishings; and computers and data processing, data storage, data
transmission, telecommunications and other facilities, equipment and apparatus, which, in any case, are used primarily for
administrative or clerical purposes:

(s) Liens securing letters of credit entered into in the ordinary course of business;

(t) Liens granted on the capital stock of Subsidiaries that are not Restricted Subsidiaries for the
purpose of securing the obligations of such Subsidiaries;

(u) Liens in addition to those permitted by clauses (a) through (t) on the property or assets of a Special
Purpose Subsidiary arising in connection with the Lower Mt. Bethel Lease Financing or the lease of such property or
assets through one or more other lease fmancings;

(v) Liens by any Wholly Owned Subsidiary of the Borrower or any Restricted Subsidiary for the
benefit of the Borrower or any such Restricted Subsidiary;

(w) Liens on property which is the subject of a Capital Lease Obligation designating the Borrower or
any of its Restricted Stibsidiaries as lessee and all right, title and interest of the Borrower or any of its Restricted
Stibsidiaries in and to such property and in, to and under such lease agreement, whether or not such lease agreement is
intended as a security: provided , that the aggregate fair market value of the obligations subject to such Liens shall not at
any time exceed $500,000,000;

(x) Liens on property which is the subject of one or more leases designating the Borrower or any of its
estricted Stibsidiaries as lessee and all right, title and interest of the Borrower or any of its Restricted Stibsidiaries in and

) such property and in, to and tinder any such lease agreement, whether or not any such lease agreement is intended as a
security;

(y) Liens arising out of the refinancing, extension, renewal or refunding of any Debt or other



obligation secured by any Lien permitted by clauses (a) through (x) of this Section; provided , that such
Debt or other obligation is not increased and is not secured by any additional assets;

(z) other Liens on assets or property of the Borrower or any of its Restricted Subsidiaries, so long as
e aggregate value of the obligations secured by such Liens does not exceed the greater of $250,000,000 or 15% of the
al consolidated assets of the Borrower and its Consolidated Subsidiaries as of the most recent fiscal quarter of the

Borrower for which fmancial statements are available.

(aa) Liens granted to the Administrative Agent pursuant to Sections 2.09(a)(ii) and 2.20(a)(ii)(B) on
cash collateral securing Letter of Credit Liabilities.

Section 6.08. Merger or Consolidation. The Borrower will not merge with or into or consolidate with or into
any other corporation or entity, unless (1) immediately afier giving effect thereto, no event shall occur and be continuing
which constitutes a Default, (ii) the surviving or resulting Person, as the case may be, assumes and agrees in writing to
pay and perform all of the obligations of the Borrower under this Agreement, (iii) substantially all of the consolidated
assets and consolidated revenues of the surviving or resulting Person, as the case may be, are anticipated to come from the
utility or energy businesses and (iv) the senior long-tenn debt ratings from both Rating Agencies of the surviving or
resulting Person, as the case may be, immediately following the merger or consolidation is equal to or greater than the
senior long-tenn debt ratings from both Rating Agencies of the Borrower iimnediately preceding the announcement of
such consolidation or merger. No Restricted Subsidiary will merge or consolidate with any other Person if such
Restricted Subsidiary is not the stirviving or resulting Person, unless such other Person is (a) the Borrower or a successor
of the Borrower permitted hereunder or (b) any other Person which is a Wholly Owned Restricted Subsidiary of the
Borrower or a successor of the Borrower permitted hereunder.

Section 6.09. Asset Sales . Except for the sale of assets required to be sold to conform with governmental
requirements, the Borrower shall not, and shall not permit any of its Restricted Subsidiaries to, consummate any Asset
Sale, if the aggregate net book value of all such Asset Sales consummated during the four calendar quarters immediately
preceding any date of determination would exceed 25% of the total assets of the Borrower and its Consolidated
Subsidiaries as of the beginning of the Borrower’s most recently ended full fiscal quarter; provided, however, that any
jch Asset Sale will be disregarded for purposes of the 25% limitation specified above: (a) if any such Asset Sale is in the
tdinary course of business of the Borrower and its Subsidiaries; (b) if the assets subject to any such Asset Sale are worn

out or are no longer useful or necessary in connection with the operation of the businesses of the Borrower or its
Subsidiaries; (c) if the assets subject to any such Asset Sale are being transferred to a ‘Wholly Owned Subsidiary of the
Borrower; (d) if the proceeds from any such Asset Sale (i) are, within twelve (12) months of such Asset Sale, invested or
reinvested by the Borrower or any Subsidiary in a Permitted Business, (ii) are used by the Borrower or a Subsidiary to
repay Debt of the Borrower or such Subsidiary, or (iii) are retained by the Borrower or its Subsidiaries; or (e) if prior to
any such Asset Sale, both Rating Agencies confirm the then-current Borrower Ratings afler giving effect to any such
Asset Sale.

Section 6.10. Restrictive Agreements . Except as set forth in Schedule 6.10, the Borrower will not permit any
of its Restricted Subsidiaries to enter into or assume any agreement prohibiting or otherwise restricting the ability of any
Restricted Subsidiary to pay dividends or other distributions on its respective equity and equity eqtiivalents to the
Borrower or any of its Restricted Subsidiaries.

Section 6.11. Consolidated Debt to Consolidated Capitalization Ratio. The ratio of Consolidated Debt of the
Borrower to Consolidated Capitalization of the Borrower shall not exceed 65%, measured as of the end of each fiscal
quarter.

Section 6.12. Indebtedness. The Borrower will not pennit any of its Restricted Subsidiaries to incur, create,
assume or permit to exist any Debt of stich Restricted Subsidiaries except:

(a) Existing Debt and any extensions, renewals or refmancings thereof;

(b) Debt owing to the Borrower or a Wholly Owned Restricted Subsidiary;

(c) any Debt incurred in respect of the Lower Mt. Bethel Lease Financing;

(d) Non-Recourse Debt; and

(e) other Debt, the aggregate principal amount of which does not exceed $500,000,000 at any time.



ARTICLE VII
DEFAULTS

t Section 7.01. Events of Default. If one or more of the following events (each an “Event of Defatilt “) shall
ye occurred and be continuing:

(a) the Borrower shall fail to pay when due any principal on any Loans or Reimbursement
Obligations; or

(b) the Borrower shall fail to pay when due any interest on the Loans and Reimbursement Obligations,
any fee or any other amount payable hereunder or under any other Loan Document for five (5) days following the date
such payment becomes due hereunder; or

(c) the Borrower shall fail to observe or perform any covenant or agreement contained in clause (ii) of
Section 6.05, or Sections 6.06, 6.0$, 6.09, 6.11 or 6.12; or

(d) the Borrower shall fail to observe or perform any covenant or agreement contained in Section 6.01
(d)(i) for 30 days after any such failure or in Section 6.0l(d)(ii) for ten (10) days after any such failure; or

(e) the Borrower shall fail to observe or perfonn any covenant or agreement contained in this
Agreement or any other Loan Docttrnent (other than those covered by clauses (a), (b), (c) or (d) above) for thirty (30) days
after written notice thereof has been given to the defaulting party by the Administrative Agent, or at the request of the
Required Lenders; or

(f) any representation, warranty or certification made by the Borrower in this Agreement or any other
Loan Document or in any certificate, financial statement or other document delivered pursuant hereto or thereto shall
prove to have been incorrect in any material respect when made or deemed made; or

(g) the Borrower or any Restricted Subsidiary shall (i) fail to pay any principal or interest, regardless
amount, dtie in respect of any Material Debt beyond any period of grace provided with respect thereto, or (ii) fail to

bsen’e or perform any other term, covenant, condition or agreement contained in any agreement or instrument
evidencing or governing any stich Material Debt beyond any period of grace provided with respect thereto if the effect of
any failure referred to in this clatise (ii) is to cause, or to permit the holder or holders of such Debt or a trustee on its or
their behalf to catise, such Debt to become dtie prior to its stated maturity; or

(h) the Borrower or any Restricted Stibsidiary of the Borrower shall commence a voluntary case or
other proceeding seeking liquidation, reorganization or other relief with respect to itself or its debts under any bankruptcy,
insolvency or other similar law now or hereafter in effect or seeking the appointment of a trustee, receiver, liquidator,
custodian or other similar official of it or any substantial part of its property, or shall consent to any such relief or to the
appointment of or taking possession by any such official in an involuntary case or other proceeding commenced against it,
or shall make a general assignment for the benefit of creditors, or shall fail generally to pay, or shall admit in writing its
inability to pay, its debts as they become due, or shall take any corporate action to authorize any of the foregoing; or

(i) an involuntary case or other proceeding shall be commenced against the Borrower or any
Restricted Subsidiary seeking liquidation, reorganization or other relief with respect to it or its debts under any
bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the appointment of a trustee, receiver,
liquidator, custodian or other similar official of it or any substantial part of its property, and such involuntary case or other
proceeding shall remain undismissed and unstayed for a period of 60 days; or an order for relief shall be entered against
the Borrower or any Restricted Subsidiary under the Bankruptcy Code; or

(j) any member of the ERISA Group shall fail to pay when due an amount or amounts aggregating in
excess of $50,000,000 which it shall have become liable to pay under Title TV of ER1SA; or notice of intent to terminate a
Material Plan shall be filed under Title TV of ERISA by any member of the ERISA Group, any plan administrator or any
combination of the foregoing; or the PBGC shall institute proceedings under Title TV of ERISA to tenninate, to impose
ibility (other than for premiums under Section 4007 of ERISA) in respect of or to cause a trustee to be appointed to

—dminister any Material Plan; or a condition shall exist by reason of which the PBGC would be entitled to obtain a decree
adjudicating that any Material Plan must be tenninated; or there shall occur a complete or partial withdrawal from, or
default, within the meaning of Section 4219(c)(5) of ERISA, with respect to, one or more Multiemployer Plans which
could reasonably be expected to cause one or more members of the EMSA Group to incur a current payment obligation in



excess of $50,000,000; or

(k) the Borrower or any of its Restricted Subsidiaries shall fail within sixty (60) days to pay, bond or
otherwise discharge any judgment or order for the payment of money in excess of $20,000,000, entered against the

(/9,prrower or any such Restricted Subsidiary that is not stayed on appeal or otherwise being appropriately contested in
,ood faith; or

(1) a Change of Control shall have occurred;

then, and in every such event, while such event is continuing, the Administrative Agent may (A) if requested by the
Required Lenders, by notice to the Borrower tenninate the Commitments, and the Commitments shall thereupon
tenninate, and (B) if requested by the Lenders holding more than 50% of the sum of the aggregate outstanding principal
amount of the Loans and Letter of Credit Liabilities at such time, by notice to the Borrower declare the Loans and Letter
of Credit Liabilities (together with accrued interest and accrued and unpaid fees thereon and all other amounts due
hereunder) to be, and the Loans and Letter of Credit Liabilities shall thereupon become, immediately due and payable
without presentment, demand, protest or other notice of any kind (except as set forth in clause (A) above), all of which are
hereby waived by the Borrower and require the Borrower to, and the Borrower shall, cash collateralize (in accordance
with Section 2.09(a)(ii)) all Letter of Credit Liabilities then outstanding; provided , that, in the case of any Default or any
Event of Default specified in clause 7.01(h) or 7.01(i) above with respect to the Borrower, without any notice to the
Borrower or any other act by the Administrative Agent or any Lender, the Commitments shall thereupon terminate and
the Loans and Letter of Credit Liabilities (together with accrued interest and accrued and unpaid fees thereon and all other
amounts due hereunder) shall become immediately due and payable without presentment, demand, protest or other notice
of any kind, all of which are hereby waived by the Borrower, and the Borrower shall cash collateralize (in accordance
with Section 2.09(a)(ii)) all Letter of Credit Liabilities then outstanding.

ARTICLE VIII
THE AGENTS

Section 8.01. Appointment and Authorization. Each Lender hereby irrevocably designates and appoints the
drninistrative Agent to act as specified herein and in the other Loan Documents and to take such actions on its behalf
)icler the provisions of this Agreement and the other Loan Documents and perform such duties as are expressly delegated

to the Administrative Agent by the terms of this Agreement and the other Loan Documents, together with such other
powers as are reasonably incidental thereto. The Administrative Agent agrees to act as such upon the express conditions
contained in this Article VIII. Notwithstanding any provision to the contrary elsewhere in this Agreement or in any other
Loan Document, the Administrative Agent shall not have any duties or responsibilities, except those expressly set forth
herein or in the other Loan Documents, or any fiduciary relationship with any Lender, and no implied covenants,
functions, responsibilities, duties, obligations or liabilities shall be read into this Agreement or otherwise exist against the
Administrative Agent. The provisions of this Article VIII are solely for the benefit of the Administrative Agent and
Lenders, and no other Person shall have any rights as a third party beneficiary of any of the provisions hereof. For the
sake of clarity, the Lenders hereby agree that no Agent other than the Administrative Agent shall have, in such capacity,
any duties or powers with respect to this Agreement or the other Loan Documents.

Section 8.02. Individual Capacity. The Administrative Agent and its Affiliates may make loans to, accept
deposits from and generally engage in any kind of business with the Borrower and its Affiliates as though the
Administrative Agent were not an Agent. With respect to the Loans made by it and all obligations owing to it, the
Administrative Agent shall have the same rights and powers under this Agreement as any Lender and may exercise the
same as though it were not an Agent, and the terms “Required Lenders”, “Lender” and “Lenders” shall include the
Administrative Agent in its individual capacity.

Section 8.03. Delegation ofDuties. The Administrative Agent may execute any of its duties tinder this
Agreement or any other Loan Document by or through agents or attorneys-in-fact. The Administrative Agent shall not be
responsible for the negligence or misconduct of any agents or attorneys-in-fact selected by it with reasonable care except
to the extent otherwise required by Section 8.07.

I Section 8.04. Reliance by the Administrative Agent. The Administrative Agent shall be entitled to rely, and
all be ftmily protected in relying, upon any note, writing, resolution, notice, consent, certificate, affidavit, letter, telecopy

or other electronic facsimile transmission, telex, telegram, cable, teletype. electronic transmission by modern, computer
disk or any other message, statement, order or other writing or conversation believed by it to be genuine and correct and
to have been signed, sent or made by the proper Person or Persons and upon advice and statements of]egal counsel



(including, without limitation, counsel to the Borrower), independent accountants and other experts selected by the
Administrative Agent. The Administrative Agent shall be fully justified in failing or refusing to take any action under this
Agreement or any other Loan Document unless it shall first receive such advice or concurrence of the Required Lenders,
or all of the Lenders, if applicable, as it deems appropriate or it shall first be indemnified to its satisfaction by the Lenders

‘“ainst any and all liability and expense which maybe incurred by it by reason of taking or continuing to take any such
tion. The Administrative Agent shall in all cases be fully protected in acting, or in refraining from acting, under this

Agreement and the other Loan Documents in accordance with a request of the Required Lenders or all of the Lenders, if
applicable, and such reqtiest and any action taken or failtire to act pursuant thereto shall be binding tipon all of the
Lenders.

Section 8.05. Notice of Default. The Administrative Agent shall not be deemed to have knowledge or notice
of the occurrence of any Default hereunder unless the Administrative Agent has received notice from a Lender or the
Borrower referring to this Agreement, describing such Default and stating that such notice is a “notice of default”. If the
Administrative Agent receives such a notice, the Administrative Agent shall give prompt notice thereof to the
Lenders. The Administrative Agent shall take such action with respect to such Default as shall be reasonably directed by
the Required Lenders; provided, that, unless and until the Administrative Agent shall have received such directions, the
Administrative Agent may (but shall not be obligated to) take such action, or refrain from taking such action, with respect
to such Default as it shall deem advisable in the best interests of the Lenders.

Section 8.06. Non-Reliance on the Agents and Other Lenders. Each Lender expressly acknowledges that no
Agent or officer, director, employee, agent, attorney-in-fact or affiliate of any Agent has made any representations or
warranties to it and that no act by any Agent hereafter taken, including any review of the affairs of the Borrower, shall be
deemed to constittite any representation or warranty by such Agent to any Lender. Each Lender acknowledges to the
Agents that it has, independently and without reliance upon any Agent or any other Lender, and based on such documents
and infonnation as it has deemed appropriate, made its own appraisal of and investigation into the business, assets,
operations, property, fmancial and other condition, prospects and creditworthiness of the Borrower and made its own
decision to make its Loans hereunder and to enter into this Agreement. Each Lender also acknowledges that it will,
independently and without reliance upon any Agent or any other Lender, and based on such documents and infonriation
as it shall deem appropriate at the time, continue to make its own credit analysis, appraisals and decisions in taking or not

dng action under this Agreement, and to make such investigation as it deems necessary to inform itself as to the
Iüsiness, assets, operations, property, financial and other condition, prospects and creditworthiness of the Borrower. No
Agent shall have any duty or responsibility to provide any Lender with any credit or other information concerning the
business, operations, assets, property, fmancial and other condition, prospects or creditworthiness of the Borrower which
may come into the possession of such Agent or any of its officers, directors, employees, agents, attorneys-in-fact or
affiliates.

Section 8.07. Exculpatory Provisions . The Administrative Agent shall not, and no officers, directors,
employees, agents, attorneys-in-fact or affiliates of the Administrative Agent, shall (i) be liable for any action lawfully
taken or omitted to be taken by it tinder or in connection with this Agreement or any other Loan Document (except for its
own gross negligence, willful misconduct or bad faith) or (ii) be responsible in any manner to any of the Lenders for any
recitals, statements, representations or warranties made by the Borrower or any of its officers contained in this
Agreement, in any other Loan Document or in any certificate, report, statement or other document referred to or provided
for in, or received by the Administrative Agent under or in connection with, this Agreement or any other Loan Document
or for any failure of the Borrower or any of its officers to perform its obligations hereunder or thereunder. The
Administrative Agent shall not be under any obligation to any Lender to ascertain or to inquire as to the observance or
performance of any of the agreements contained in, or conditions of this Agreement or any other Loan Document, or to
inspect the properties, books or records of the Borrower. The Administrative Agent shall not be responsible to any
Lender for the effectiveness, genuineness, validity, enforceability, collectibility or sufficiency of this Agreement or any
other Loan Document or for any representations. warranties, recitals or statements made by any other Person herein or
therein or made by any other Person in any written or oral statement or in any financial or other statements, instruments,
reports, certificates or any other documents in connection herewith or therewith furnished or made by the Administrative
Agent to the Lenders or by or on behalf ofthe Borrower to the Administrative Agent or any Lender or be required to
ascertain or inquire as to the performance or observance of any of the terms, conditions, provisions, covenants or
agreements contained herein or therein or as to the use of the proceeds of the Loans or of the existence or possible

}istence of any Default.

Section 8.08. Indemnification. To the extent that the Borrower for any reason fails to indefeasibly pay any
amount required under Sections 9.03(a), (b) or (c) to be paid by it to the Administrative Agent (or any sub-agent thereof),



the Lenders severally agree to indemnify the Administrative Agent, in its capacity as such, and hold the
Administrative Agent, in its capacity as such, harmless ratably according to their respective Commitments from and
against any and all liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs and reasonable
expenses or disbursements of any kind whatsoever which may at any time (including, without limitation, at any time

6llowing the full payment of the obligations of the Borrower hereunder) be imposed on, incurred by or asserted against
.re Administrative Agent, in its capacity as such, in any way relating to or arising out of this Agreement or any other
Loan Document, or any documents contemplated hereby or referred to herein or the transactions contemplated hereby or
any action taken or omitted to be taken by the Administrative Agent under or in connection with any of the foregoing, but
only to the extent that any of the foregoing is not paid by the Borrower; provided, that no Lender shall be liable to the
Administrative Agent for the payment of any portion of such liabilities, obligations, losses, damages, penalties, actions,
judgments, suits, costs or expenses or disbursements resulting from the gross negligence, willful misconduct or bad faith
of the Administrative Agent. if any indemnity furnished to the Administrative Agent for any purpose shall, in the
reasonable opinion of the Administrative Agent, be insufficient or become impaired, the Administrative Agent may call
for additional indemnity and cease, or not commence, to do the acts hidenmified against until such additional indemnity is
furnished. The agreement in this Section 8.08 shall survive the payment of all Loans, Letter of Credit Liabilities, fees and
other obligations of the Borrower arising hereunder.

Section 8.09. Resignation; Successors. The Administrative Agent may resign as Administrative Agent upon
twenty (20) days notice to the Lenders. Upon the resignation of the Administrative Agent, the Required Lenders shall
have the right to appoint from among the Lenders a successor to the Administrative Agent, subject to prior approval by
the Borrower (so long as no Event of Default exists) (such approval not to be unreasonably withheld), whereupon such
successor Administrative Agent shall succeed to and become vested with all the rights, powers and duties of the retiring
Administrative Agent, and the term “Administrative Agent” shall incitide such successor Administrative Agent effective
upon its appointment, and the retiring Administrative Agent’s rights, powers and duties as Administrative Agent shall be
terminated, without any other or further act or deed on the part of such former Administrative Agent or any of the parties
to this Agreement or any other Loan Document. If no successor shall have been appointed by the Required Lenders and
approved by the Borrower and shall have accepted such appointment within thirty (30) days after the retiring
Administrative Agent gives notice of its resignation, then the retiring Administrative Agent may at its election give notice

‘ to the Lenders and the Borrower of the immediate effectiveness of its resignation and such resignation shall thereupon
come effective and the Lenders collectively shall perform all of the dtmties of the Administrative Agent hereunder and

tinder the other Loan Documents until such time, if any, as the Required Lenders appoint a successor agent as provided
for above. After the retiring Administrative Agent’s resignation hereunder as Administrative Agent, the provisions of this
Article VTII shall inure to its benefit as to any actions taken or omitted to be taken by it while it was Administrative Agent
under this Agreement or any other Loan Document.

Section 8.10. Administrative Agent’s Fees. The Borrower shall pay to the Administrative Agent for its own
account fees in the amount and at the times agreed to and accepted by the Borrower pursuant to the Fee Letter.

ARTICLE IX
MISCELLANEOUS

Section 9.01. Notices. Except as otherwise expressly provided herein, all notices and other coimnunications
hereunder shall be in writing (for purposes hereof the term “writing” shall include information in electronic format such
as electronic mail and internet web pages) or by telephone subsequently confirmed in writing; provided that the foregoing
shall not apply to notices to any Lender, the Swingline Lender or Issuing Lender pursuant to Article II or Article Ill, as
applicable, if such Lender, Swingline Lender or Issuing Lender, as applicable, has notified the Administrative Agent that
it is incapable of receiving notices tinder such Article in electronic format. Any notice shall have been duly given and
shall be effective if delivered by hand delivery or sent via electronic mail, telecopy, recognized overnight courier service
or certified or registered mail, return receipt requested, or posting on an internet web page, and shall be presumed to be
received by a party hereto (i) on the date of delivery if delivered by hand or sent by electronic mail, posting on an internet
web page, or telecopy, (ii) on the Business Day following the day on which the same has been delivered prepaid (or on an
invoice basis) to a reputable national overnight air courier service or (iii) on the third Business Day following the day on
which the same is sent by certified or registered mail, postage prepaid, in each case to the respective parties at the address
or telecopy numbers, in the case of the Borrower and the Administrative Agent, set forth below, and, in the case of the

Jenders. set forth on signature pages hereto, or at such other address as such party may specify by written notice to the
other parties hereto:

if to the Borrower:



PPL Energy Supply, LLC
Two North Ninth Street (GENTW14)
Allentown, Pennsylvania 18101-1179
Attention: Russell R. Clelland
Telephone: 610-774-5151
Facsimile: 610-774-5235

with a copy to:

PPL Energy Supply, LLC
Two North Ninth Street (GENTW4)
Allentown, Pennsylvania 18101-1179
Attention: Frederick C. Paine, Esq.
Telephone: 610-774-7445
Facsimile: 610-774-6726

if to the Administrative Agent:

Wells Fargo Bank, National Association
1525 West W.T. Harris Boulevard
Mail Code: MAC D1109-019
Charlotte, NC 28262
Attention: Syndication Agency Services
Telephone: 704.590.2706
Telecopier: 704.590.2790
Electronic Mail: agencyservices.requestswellsfargo.com

with a copy to:. Wells Fargo Bank, National Association
90 5 7th Street, MAC: N9305-070
Minneapolis, MN 55402
Attention: Keith Luettel
Telephone: 612-667-4747
Facsimile: 602-316-0506

with a copy to:

Davis Polk & Wardwell LLP
450 Lexington Avenue
New York, New York 10017
Attention: Jason Kyrwood
Telephone: 212-450-4653
Facsimile: 212-450-5653

Section 9.02. No Waivers: Non-Exclusive Remedies. No failure by any Agent or any Lender to exercise, no
course of dealing with respect to, and no delay in exercising any right, power or privilege hereunder or under any Note or
other Loan Document shall operate as a waiver thereof nor shall any single or partial exercise thereof preclude any other
or further exercise thereof or the exercise of any other right, power or privilege. The rights and remedies provided herein
and in the other Loan Documents shall be cumulative and not exclusive of any rights or remedies provided by law.

Section 9.03. Expenses: Indemnification.

(a) Expenses. The Borrower shall pay (1) all out-of-pocket expenses of the Agents, including legal
tees and disbursements of Davis Polk & Wardwell LLP and any other local counsel retained by the Administrative Agent,

) its reasonable discretion, in connection with the preparation, execution, delivery and administration of the Loan
locuments, the syndication efforts of the Agents with respect thereto, any waiver or consent thereunder or any

amendment thereof or any Defatilt or alleged Default thereunder and (ii) all reasonable out-of-pocket expenses incurred
by the Agents and each Lender, including (without duplication) the fees and disbursements of outside counsel, in



connection with any restructuring, workout, collection, bankruptcy, insolvency and other enforcement
proceedings in connection with the enforcement and protection of its rights; provided , that the Borrower shall not be
liable for any legal fees or disbursements of any counsel for the Agents and the Lenders other than Davis Polk &
Wardwell LLP associated with the preparation, execution and delivery of this Agreement and the closing documents

nternplated hereby.

(b) Indemnity in Respect of Loan Documents. The Borrower agrees to indemnify the Agents and
each Lender, their respective Affiliates and the respective directors, officers, trustees, agents, employees, trustees and
advisors of the foregoing (each an” Indenmitee “) and hold each Indemnitee hannless from and against any and all
liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs and expenses or disbursements of any
kind whatsoever (including, without limitation, the reasonable fees and disbursements of counsel and any civil penalties
or fmes assessed by OFAC), which may at any time (including, without limitation, at any time following the payment of
the obligations of the Borrower hereunder) be imposed on, incurred by or asserted against such Indemnitee in connection
with any investigative, administrative or judicial proceeding (whether or not such Indemnitee shall be designated a party
thereto) brought or threatened (by any third party, by the Borrower or any Subsidiary of the Borrower) in any way relating
to or arising out of this Agreement, any other Loan Document or any documents contemplated hereby or referred to
herein or any actual or proposed use of proceeds of Loans hereunder; provided , that no Indenmitee shall have the right to
be indenmified hereunder for such Indemnitee’s own gross negligence or willful misconduct as determined by a court of
competent jurisdiction in a fmal, non-appealable judgment or order.

(c) Indemnity in Respect of Enviromnental Liabilities. The Borrower agrees to indemnify each
Thdemnitee and hold each Indemnitee hannless from and against any and all liabilities, obligations, losses, damages,
penalties, actions, judgments, suits, claims, costs and expenses or disbursements of any kind whatsoever (including,
without limitation, reasonable expenses of investigation by engineers, environmental consultants and similar technical
personnel and reasonable fees and disbursements of counsel) which may at any time (including, without limitation, at any
time following the payment of the obligations of the Borrower hereunder) be imposed on, incurred by or asserted against
such Indemnitee in respect of or in connection with any actual or alleged presence or release of Hazardous Substances on
or from any property now or previously owned or operated by the Borrower or any of its Subsidiaries or any predecessor
of the Borrower or any of its Subsidiaries, or any and all Enviromriental Liabilities. Without limiting the generality of the

regorng, the Borrower hereby waives all rights of contribtition or any other rights of recovery with respect to liabilities,
ibligations, losses, damages, penalties, actions, judgments, suits, costs and expenses and disbursements in respect of or in
connection with Enviromimental Liabilities that it might have by statute or otherwise against any Indemnitee.

(d) Waiver of Damages. To the fullest extent permitted by applicable law, the Borrower shall not
assert, and hereby waives, any claim against any Indenmitee, on any theory of liability, for special, indirect, consequential
or punitive damages (as opposed to direct or actual damages) arising out of, in connection with, or as a result of this
Agreement, any other Loan Document or any agreement or instrument contemplated hereby, the transactions
contemplated hereby or thereby, any Loan or Letter of Credit or the use of the proceeds thereof. No Indemnitee referred
to in clause (b) above shall be liable for any damages arising from the tise by unintended recipients of any infonnation or
other materials distributed by it through telecommunications, electronic or other information transmission systems in
connection with this Agreement or the other Loan Docttments or the transactions contemplated hereby or thereby;
provided that nothing in this Section 9.03(d) shall relieve any Lender from its obligations under Section 9.12.

Section 9.04. Sharing of Set-Offs. Each Lender agrees that if it shall, by exercising any right of set-off or
counterclaim or otherwise, receive payment of a proportion of the aggregate amount of principal and interest due with
respect to any Loan made or Note held by it and any Letter of Credit Liabilities which is greater than the proportion
received by any other Lender in respect of the aggregate amount of principal and interest due with respect to any Loan,
Note and Letter of Credit Liabilities made or held by such other Lender, the Lender receiving such proportionately greater
payment shall purchase such participations in the Loan made or Notes and Letter of Credit Liabilities held by the other
Lenders, and such other adjustments shall be made, in each case as may be required so that all such payments of principal
and interest with respect to the Loan made or Notes and Letter of Credit Liabilities made or held by the Lenders shall be
shared by the Lenders pro rata; provided, that nothing in this Section shall impair the right of any Lender to exercise any
right of set-off or counterclaim it may have for payment of indebtedness of the Borrower other than its indebtedness
hereunder.

Section 9.05. Amendments and Waivers . Any provision of this Agreement or the Notes may be amended or
waived if, but only if such amendment or waiver is in writing and is signed by the Borrower and the Required Lenders
(and, if the rights or duties of the Administrative Agent, Swingline Lender or any Issuing Lenders are affected thereby, by



the Administrative Agent, Swingline Lender or such Issuing Lender, as relevant); provided, that no such
amendment or waiver shall, (a) unless signed by each Lender adversely affected thereby, (i) increase the Commitment of
any Lender or subject any Lender to any additional obligation (it being understood that waivers or modifications of
conditions precedent, covenants, Defaults or of mandatory reductions in the Commitments shall not constitute an increase

Commitment of any Lender, and that an increase in the available portion of any Commitment of any Lender as in
Jfect at any time shall not constitute an increase in such Commitment), (ii) reduce the principal of or rate of interest on
any Loan (except in connection with a waiver of applicability of any post-default increase in interest rates) or the amount
to be reimbursed in respect of any Letter of Credit or any interest thereon or any fees hereunder, (iii) postpone the date
fixed for any payment of interest on any Loan or the amount to be reimbursed in respect of any Letter of Credit or any
interest thereon or any fees hereunder or for any scheduled reduction or tennination of any Commitment or (except as
expressly provided in Article ifi) expiration date of any Letter of Credit, (iv) postpone or change the date fixed for any
scheduled payment of principal of any Loan, (v) change any provision hereof in a manner that would alter the pro rata
funding of Loans required by Section 2.04(b), the pro rata sharing of payments required by Sections 2.11(a), 2.09(b) or
9.04 or the pro rata reduction of Commitments required by Section 2.08(a) or (vi) change the currency in which Loans are
to be made, Letters of Credit are to be issued or payment under the Loan Documents is to be made, or add additional
borrowers or (b) unless signed by each Lender, change the defmition of Required Lender or this Section 9.05 or Section
9.06(a).

Section 9.06. Successors and Assigns

(a) Successors and Assigns. The provisions of this Agreement shall be binding upon and inure to the
benefit of the parties hereto and their respective successors and assigns, except that the Borrower may not assign or
otherwise transfer any of its rights under this Agreement without the prior written consent of all of the Lenders, except to
the extent any such assignment results from the consummation of a merger or consolidation pennitted pursuant to Section
6.08 of this Agreement.

(b) Participations. Any Lender may at any time grant to one or more banks or other fmancial
institutions or special purpose funding vehicle (each a “Participant “) participating interests in its Commitments and/or
any or all of its Loans and Letter of Credit Liabilities. In the event of any such grant by a Lender of a participating( terest to a Participant, whether or not upon notice to the Borrower and the Administrative Agent, such Lender shall
émain responsible for the performance of its obligations hereunder, and the Borrower, the Issuing Lenders, Swingline
Lender and the Administrative Agent shall continue to deal solely and directly with such Lender in connection with such
Lender’s rights and obligations under this Agreement. Any agreement pursuant to which any Lender may grant such a
participating interest shall provide that such Lender shall retain the sole right and responsibility to enforce the obligations
of the Borrower hereunder including, without limitation, the right to approve any amendment, modification or waiver of
any provision of this Agreement; provided ,that such participation agreement may provide that such Lender will not
agree to any modification, amendment or waiver of this Agreement which would (1) extend the Termination Date, reduce
the rate or extend the time of payment of principal, interest or fees on any Loan or Letter of Credit Liability in which such
Participant is participating (except in connection with a waiver of applicability of any post-defatilt increase in interest
rates) or reduce the principal amount thereof, or increase the amount of the Participant’s participation over the amount
thereof then in effect (it being understood that a waiver of any Default or of a mandatory reduction in the Coimnitments
shall not constitute a change in the terms of such participation, and that an increase in any Commitment or Loan or Letter
of Credit Liability shall be permitted without the consent of any Participant if the Participant’s participation is not
increased as a restik thereof) or (ii) allow the assigmnent or transfer by the Borrower of any of its rights and obligations
ttnder this Agreement, without the consent of the Participant, except to the extent any such assignment results from the
consmmnation of a merger or consolidation permitted pursuant to Section 6.08 of this Agreement. The Borrower agrees
that each Participant shall, to the extent provided in its participation agreement, be entitled to the benefits of Article U
with respect to its participating interest to the same extent as if it were a Lender, subject to the same limitations, and in no
case shall any Participant be entitled to receive any amount payable pursuant to Article II that is greater than the amount
the Lender granting stich Participant’s participating interest would have been entitled to receive had such Lender not sold
such participating interest. Ai assignment or other transfer which is not permitted by subsection (c) or (U) below shall be
given effect for purposes of this Agreement only to the extent of a participating interest granted in accordance with this
subsection (b). Each Lender that sells a participation shall, acting solely for this purpose as a non-fiduciary agent of the
‘1orrower, maintain a register (solely for tax purposes) on which it enters the name and address of each Participant and the

incipal amounts (and stated interest) of each Participant’s interest in the Loans or other obligations tinder the Loan
Documents (the Participant Register “). The entries in the Participant Register shall be conclusive absent manifest error,
and such Lender shall treat each Person whose name is recorded in the Participant Register as the owner of such
participation for all purposes of this Agreement notwithstanding any notice to the contrary.



(c) Assignments Generally. Any Lender may at any time assign to one or more Eligible Assignees
(each, an “Assignee “) all, or a proportionate part (equivalent to an initial amount of not less than $5,000,000 or any
larger integral multiple of $1,000,000), of its rights and obligations under this Agreement and the Notes with respect to its

ans and, if still in existence, its Commitment, and such Assignee shall assume such rights and obligations, pursuant to
i Assignment and Assumption Agreement in substantially the form of Exhibit C attached hereto executed by such

Assignee and such transferor, with (and subject to) the consent of the Borrower, which shall not be unreasonably withheld
or delayed, the Administrative Agent, Swingline Lender and the Issuing Lenders, which consent shall not be unreasonably
withheld or delayed; provided , that if an Assignee is an Affiliate of such transferor Lender or was a Lender immediately
prior to such assigmnent, no such consent of the Borrower or the Administrative Agent shall be required; provided,
further , that if at the time of such assignment a Default or an Event of Default has occurred and is continuing, no such
consent of the Borrower shall be required; provided, further , that no such assignment may be made prior to the Effective
Date without the prior written consent of the Joint Lead Arrangers; provided , further , that the provisions of Sections
2.12, 2.16, 2.17 and 9.03 of this Agreement shall inure to the benefit of a transferor with respect to any Loans made, any
Letters of Credit issued or any other actions taken by such transferor while it was a Lender. Upon execution and delivery
of such instrument and payment by such Assignee to such transferor of an amount equal to the purchase price agreed
between such transferor and such Assignee, such Assignee shall be a Lender party to this Agreement and shall have all
the rights and obligations of a Lender with a Commitment, if any, as set forth in such instrument of assumption, and the
transferor shall be released from its obligations hereunder to a corresponding extent, and no further consent or action by
any party shall be required. Upon the consummation of any assignment pursuant to this subsection (c), the transferor, the
Administrative Agent and the Borrower shall make appropriate arrangements so that, if required, a new Note is issued to
the Assignee. In connection with any such assignment, the transferor shall pay to the Administrative Agent an
administrative fee for processing such assignment in the amount of $3,500; provided that the Administrative Agent may,

in its sole discretion, elect to waive such administrative fee in the case of any assigmnent. Each Assignee shall, on or
before the effective date of such assigmnent, deliver to the Borrower and the Administrative Agent certification as to
exemption from deduction or withholding of any United States Taxes in accordance with Section 2.17(e).

(d) Assigmuents to Federal Reserve Banks. Any Lender may at any time assign all or any portion of
&ts rights under this Agreement and its Note to a Federal Reserve Bank. No such assigmuent shall release the transferor

)nder from its obligations hereunder.

(e) Register. The Borrower hereby designates the Administrative Agent to serve as the Borrower’s
agent, solely for purposes of this Section 9.06(e), to (i) maintain a register (the “Register “) on which the Administrative
Agent will record the Commitments from time to time of each Lender, the Loans made by each Lender and each
repayment in respect of the principal amount of the Loans of each Lender and to (ii) retain a copy of each Assignment and
Assumption Agreement delivered to the Administrative Agent pursuant to this Section. Failure to make any such
recordation, or any error in such recordation, shall not affect the Borrower’s obligation in respect of such Loans. The
entries in the Register shall be conclusive, in the absence of manifest error, and the Borrower, the Administrative Agent,
Swingline Lender, the Issuing Lenders and the other Lenders shall treat each Person in whose name a Loan and the Note
evidencing the same is registered as the owner thereof for all purposes of this Agreement, notwithstanding notice or any
provision herein to the contrary. With respect to any Lender, the assignment or other transfer of the Commitments of
such Lender and the rights to the principal of and interest on, any Loan made and any Note issued pursuant to this
Agreement shall not be effective until such assigmnent or other transfer is recorded on the Register and, except to the
extent provided in this subsection 9.06(e), otherwise complies with Section 9.06, and prior to such recordation all
amounts owing to the transferring Lender with respect to such Commitments, Loans and Notes shall remain owing to the
transferring Lender. The registration of assignment or other transfer of all or part of any Commitments, Loans and Notes
for a Lender shall be recorded by the Administrative Agent on the Register only upon the acceptance by the
Administrative Agent of a properly executed and delivered Assignment and Assumption Agreement and payment of the
administrative fee referred to in Section 9.06(c). The Register shall be available for inspection by each of the Borrower,
the Swingline Lender and each Issuing Lender at any reasonable time and from time to time upon reasonable prior
notice. In addition, at any time that a request for a consent for a material or substantive change to the Loan Documents is
pending, any Lender wishing to consult with other Lenders in connection therewith may request and receive from the
Administrative Agent a copy of the Register. The Borrower may not replace any Lender pursuant to Section 2.08(b),
mless, with respect to any Notes held by such Lender, the requirements of subsection 9.06(c) and this subsection 9.06(e)

ye been satisfied.

Section 9.07. Governing Law Submission to Jurisdiction . This Agreement and each Note shall be governed
by and construed in accordance with the internal laws of the State of New York. The Borrower hereby submits to the



nonexciusive jurisdiction of the United States District Court for the Southern District of New York and of any
New York State court sifting in New York City for purposes of all legal proceedings arising out of or relating to this
Agreement or the transactions contemplated hereby. The Borrower irrevocably waives, to the fullest extent permitted by
law, any objection which it may now or hereafter have to the laying of the venue of any such proceeding brought in such

(7Thurt and any claim that any such proceeding brought in any such court has been brought in an inconvenient forum.

Section 9.08. Counterparts: Integration; Effectiveness . This Agreement shall become effective on the
Effective Date. This Agreement may be signed in any number of counterparts, each of which shall be an original, with
the same effect as if the signatures thereto and hereto were upon the same instrument. On and after the Effective Date,
this Agreement, the other Loan Documents, and the Fee Letter constitute the entire agreement and understanding among
the parties hereto and supersede any and all prior agreements and understandings, oral or written, relating to the subject
matter hereof and thereof.

Section 9.09. Generally Accepted Accounting Principles . Unless otherwise specified herein, all accounting
tenTis used herein shall be interpreted, all accounting determinations hereunder shall be made and all fmancial statements
required to be delivered hereunder shall be prepared in accordance with GAAP as in effect from time to time, applied on a
basis consistent (except for changes concurred in by the Borrower’s independent public accountants) with the audited
consolidated fmancial statements of the Borrower and its Consolidated Subsidiaries most recently delivered to the
Lenders; provided, that, if the Borrower notifies the Administrative Agent that the Borrower wishes to amend any
covenant in Article VI to eliminate the effect of any change in GAAP on the operation of such covenant (or if the
Administrative Agent notifies the Borrower that the Required Lenders wish to amend Article VI for such purpose), then
the Borrower’s compliance with such covenant shall be detennined on the basis of GAAP in effect immediately before
the relevant change in GAAP became effective, until either such notice is withdrawn or such covenant is amended in a
manner satisfactory to the Borrower and the Required Lenders.

Section 9.10. Usage. The following rules of construction and usage shall be applicable to this Agreement and
to any instrument or agreement that is governed by or referred to in this Agreement.

(a) All terms defmed in this Agreement shall have the defmed meanings when used in any instrument
ç)vemed hereby or referred to herein and in any certificate or other document made or delivered pursuant hereto or
iereto unless otherwise defmed therein.

(b) The words “hereof’, “herein”, “hereunder” and words of similar import when used in this
Agreement or in any instrument or agreement governed here shall be construed to refer to this Agreement or such
instrument or agreement, as applicable, in its entirety and not to any particular provision or subdivision hereof or thereof

(c) References in this Agreement to “Article”, “Section”, “Exhibit”, “Schedule” or another
subdivision or attachment shall be construed to refer to an article, section or other subdivision of or an exhibit, schedule
or other attachment to, this Agreement unless the context otherwise requires; references in any instrument or agreement
governed by or referred to in this Agreement to “Article”, “Section”, “Exhibit”, “Schedule” or another subdivision or
attachment shall be construed to refer to an article, section or other subdivision of or an exhibit, schedule or other
attachment to, such instrument or agreement unless the context otherwise requires.

(d) The defmitions contained in this Agreement shall apply equally to the singular and plural forms of
stich tenus. Whenever the context may require, any pronoun shall include the corresponding masculine, feminine and
neuter forms. The word “will” shall be construed to have the same meaning as the word “shall”. The term “including”
shall be construed to have the same meaning as the phrase “including without limitation”.

(e) Unless the context otherwise reqtlires, any definition of or reference to any agreement, instrument,
statute or document contained in this Agreement or in any agreement or instrument that is governed by or referred to in
this Agreement shall be construed (i) as referring to such agreement, instrument, statute or document as the same may be
amended, supplemented or otherwise modified from time to time (subject to any restrictions on such amendments,
supplements or modifications set forth in this Agreement or in any agreement or instrument governed by or referred to in
this Agreement), including (in the case of agreements or instruments) by waiver or consent and (in the case of statutes) by

j imccession of comparable successor statutes and (ii) to inclttde (in the case of agreements or instruments) references to all
Jtachments thereto and instruments incorporated therein. Any reference to any Person shall be constnied to include such
Person’s successors and permitted assigns.

(f) Unless the context otherwise requires, whenever any statement is qualified by “to the best



knowledge of’ or “known to” (or a similar phrase) any Person that is not a natural person, it is intended
to indicate that the senior management of such Person has conducted a commercially reasonable inquiry and investigation
prior to making such statement and no member of the senior management of such Person (including managers, in the case
of limited liability companies, and general partners, in the case of partnerships) has current actual knowledge of the

Q”ccuracy of such statement.

Section 9.11. WAIVER Of JURY TRIAL. THE BORROWER HEREBY IRREVOCABLY WAIVES ANY
AND ALL RIGHT TO TRIAL BY JURY iN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO
THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY.

Section 9.12. Confidentiality. Each Lender agrees to hold all non-public infonnation obtained pursuant to the
requirements of this Agreement in accordance with its customary procedure for handling confidential information of this
nature and in accordance with safe and sound banking practices; provided, that nothing herein shall prevent any Lender
from disclosing such information (i) to any other Lender or to any Agent, (ii) to any other Person if reasonably incidental
to the administration of the Loans and Letter of Credit Liabilities, (iii) upon the order of any court or administrative
agency, (iv) to the extent requested by, or required to be disclosed to, any rating agency or regulatory agency or similar
authority (including any self-regulatory authority, such as the National Association of Insurance Commissioners), (v)
which had been publicly disclosed other than as a result of a disclosure by any Agent or any Lender prohibited by this
Agreement, (vi) in connection with any litigation to which any Agent, any Lender or any of their respective Subsidiaries
or Affiliates may be party, (vii) to the extent necessary in connection with the exercise of any remedy hereunder, (viii) to
such Lender’s or Agent’s Affiliates and their respective directors, officers, employees and agents including legal counsel
and independent atiditors (it being understood that the Persons to whom such disclosure is made will be informed of the
confidential nature of such information and instructed to keep such infonnation confidential), (ix) with the consent of the
Borrower, (x) to Gold Sheets and other similar bank trade publications, such infonnation to consist solely of deal tenns
and other information customarily found in such publications and (xi) subject to provisions stibstantially similar to those
contained in this Section, to any actual or proposed Participant or Assignee or to any actual or prospective counterparty
(or its advisors) to any securitization, swap or derivative transaction relating to the Borrower’s Obligations
hereunder. Notwithstanding the foregoing, any Agent, any Lender or Davis Polk & Wardwell LLP may circulate
promotional materials and place advertisements in fmancial and other newspapers and periodicals or on a home page or
nilar place for dissemination of information on the Internet or worldwide web, in each case, afier the closing of the

ctansactions contemplated by this Agreement in the form of a “tombstone” or other release limited to describing the
names of the Borrower or its Affiliates, or any of them, and the amount, type and closing date of such transactions, all at
their sole expense.

Section 9.13. USA PATRIOT Act Notice . Each Lender that is subject to the Patriot Act (as hereinafier
defmed) and the Administrative Agent (for itself and not on behalf of any Lender) hereby notifies the Borrower that
pursuant to the requirements of the USA PATRIOT Act (Title Ill of Pub.L. 107-56 (signed into law October 26, 2001))
(the “Patriot Act”), it is required to obtain, verify and record information that identifies the Borrower, which information
includes the name and address of the Borrower and other information that will allow stich Lender or the Administrative
Agent, as applicable, to identify the Borrower in accordance with the Patriot Act.

Section 9.14. No Fiduciary Duty. Each Agent, each Lender and their respective Affiliates (collectively, solely
for purposes of this paragraph, the “Lender Parties”), may have economic interests that conflict with those of the
Borrower, its Affiliates and/or their respective stockholders (collectively, solely for purposes of this paragraph, the
“Borrower Parties”). The Borrower agrees that nothing in the Loan Documents or otherwise will be deemed to create an
advisory, fiduciary or agency relationship or fiduciary or other implied duty (other than any implied duty of good faith)
between any Lender Party, on the one hand, and any Borrower Party, on the other. The Lender Parties acknowledge and
agree that (a) the transactions contemplated by the Loan Documents (including the exercise of rights and remedies
hereunder and thereunder) are ann’s-length commercial transactions between the Lender Parties, on the one hand, and the
Borrower, on the other and (b) in connection therewith and with the process leading thereto, (i) no Lender Party has
assumed an advisory or fiduciary responsibility in favor of any Borrower Party with respect to the transactions
contemplated hereby (or the exercise of rights or remedies with respect thereto) or the process leading thereto
(irrespective of whether any Lender Party has advised, is currently advising or will advise any Borrower Party on other
matters) or any other obligation to any Borrower Party except the obligations expressly set forth in the Loan Documents
id (ii) each Lender Party is acting solely as principal and not as the agent or fiduciary of any Borrower Party. The
onower acknowledges and agrees that the Borrower has consulted its own legal and financial advisors to the extent it

deemed appropriate and that it is responsible for making its own independent judgment with respect to such transactions
and the process leading thereto. The Borrower agrees that it will not claim that any Lender Party has rendered advisory



services of any nature or respect, or owes a fiduciary or similar duty to any Borrower Party, in connection with
such transaction or the process leading thereto.

Section 9.15. Amendment and Restatement of Existing Credit Agreement. Upon the execution and delivery of
Agreement, the Existing Credit Agreement shall be amended and restated to read in its entirety as set forth

rein. With effect from and including the Effective Date, (i) the Commitments of each Lender party hereto (the”
Extending Lenders “) shall be as set forth on the Commitment Appendix (and any Lender under the Existing Credit
Agreement that is not listed on the Commitment Appendix shall cease to be a Lender hereunder; provided that, for the
avoidance of doubt, such Lender under the Existing Credit Agreement shall continue to be entitled to the benefits of
Section 9.03 of the Existing Credit Agreement), (ii) the Coimnitment Ratio of the Extending Lenders shall be
redetennined based on the Conmiitments set forth in the Commitment Appendix and the participations of the Extending
Lenders in, and the obligations of the Extending Lenders in respect of, any Letters of Credit or Swingline Loans
outstanding on the Effective Date shall be reallocated to reflect such redetennined Conunitment Ratio and (iii) each ThA
Issuing Bank shall have the Fronting Sublirnit set forth in the JLA L/C Fronting Sublirnits Appendix.

[Signature Pages to Follow]



IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed by their
respective authorized officers as of the day and year first above written.

PPL ENERGY SUPPLY, LLC

By: /s/ Russell R. Clelland
Name: Russell R. Clelland
Title: Assistant Treasurer



WELLS FARGO BANK, NATIONAL ASSOCIATION, as
Administrative Agent, Issuing Lender, Swingline Lender and
Lender

By: Is! Keith Lueftel
Name: Keith Lueftel
Title: Vice President



BANK OF AMERICA, N.A., as Issuing Lender and Lender

By: Is! Mike Mason
Name: Mike Mason
Title: Director



THE ROYAL BANK OF SCOTLAND PLC, as Issuing
Lender and Lender

By: /s/ Tyler I. McCarthy
Name: Tyler I. McCarthy
Title: Director



BARCLAYS BANK PLC, as Issuing Lender and Lender

By: Is! Ronnie Glenn
Name: Ronnie Glenn
Title: Vice President



THE BANK Of NOVA SCOTIA, as Issuing Lender and
Lender

By: Is! Thane Raftew
Name: Thane Raftew
Title: Managing Director



THE BANK OF TOKYO-MITSUBISHI UFJ, INC. as
Issuing Lender and Lender

By:/S/ Alan Reiter
Name: Alan Reiter
Title: Vice President



UNION BANK, N.A., as Issuing Lender and Lender

By:/5/ Cannelo Restifo
Name: Carmelo Restifo
Title: Director



BNP PARIBAS, as a Lender

By:/S/ Denis O’Meara
Name: Denis O’Meara
Title: Managing Director

BNP PARIBAS, as a Lender

By:/S/ Pasguale A. Perraglia IV
Name: Pasquale A. Perraglia IV
Title: Vice President



CITIBANK, N.A., as a Lender

By:/S/ Amit Vasani
Name: Amit Vasani
Title: Vice President



CREDIT SLUSSE AG, CAYMAN ISLANDS BRANCH, as
a Lender

By:/S/ Christopher Reo Day
Name: Christopher Reo Day
Title: Vice President

By:/S/ Vipul Dhadda
Name: Vipttl Dhadda
Title: Associate



GOLDMAN SACHS BANK USA, as a Lender

By:/S/ Mark Walton
Name: Mark Walton
Title: Authorized Signatory



J.P. MORGAN CHASE BANK, N.A., as a Lender

By:/S/ Juan Javellana
Name: Juan Javellana
Title: Executive Director



MORGAN STANLEY BANK, N.A., as a Lender

By:/S/ Kelly Chin
Name: Kelly Chin
Title: Authorized Signatory



ROYAL BANK OF CANADA, as a Lender

By: Is! Frank Lambrinos
Name: Frank Lambrinos
Title: Authorized Signatory



UBS LOAN FiNANCE LLC, as a Lender

By: Is! lija R. Otsa
Name: frja R. Otsa
Title: Associated Director

UBS LOAN FINANCE LLC, as a Lender

By: /s/ David Urban
Name: David Urban
Title: Associated Director



CREDIT AGRICOLE CORPORATE AND iNVESTMENT
BANK, as a Lender

By: Is/ Dixon Schultz
Name: Dixon Schultz
Title: Managing Director

By: /s/ Sharada Manne
Name: Sharada Manne
Title: Managing Director



KEYBANK NATIONAL ASSOCIATION., as a Lender

By: Is! Craig A. Hansehan
Name: Craig A. Hanselman
Title: Vice President



LLOYDS TSB BANK PLC, as a Lender

By: Is! Stephen Giacolone
Name: Stephen Giacolone
Title: Assistant Vice President —GOl 1

LLOYDS TSB BANK PLC, as a Lender

By: Is! Julia K Franklin
Name: Julia R. Franklin
Title: Vice President - F014



MUZUFTO CORPORATE BANK, LTD., as a Lender

By: Is! Leon Mo
Name: Leon Mo
Title: Authorized Signatory



SUNTRUST BANK, as a Lender

By: /s/ Andrew Johnson
Name: Andrew Johnson
Title: Director



THE BANK OF NEW YORK MELLON, as a Lender

By: Is! Mark W. Rogers
Name: Mark W. Rogers
Title: Vice President



U.S. BANK NATIONAL ASSOCIATION, as a Lender

By: Is! John M. Eyerman
Name: John M. Eyerrnan
Title: Vice President



CANADIAN IMPERIAL BANK OF COMMERCE, New
York Agency, as a Lender

By: /s/ Robert Casey
Name: Robert Casey
Title: Authorized Signatory

By: /5/ Jonathan J. Kim
Name: Jonathan J. Kim
Title: Authorized Signatory



COMPASS BANK, as a Lender

By: /s/ Susana Campuzano
Name: Susana Campuzano
Title: Senior Vice President



PNC BANK, NATIONAL ASSOCIATION, as a Lender

By: /s/ Edward M. Tessalone
Name: Edward M. Tessalone
Title: Senior Vice President PNC Bank, N.A.



SOVEREIGN BANK, N.A., as a Lender

By: /s/ William Maag
Name: William Maag
Title: Senior Vice President



SUMifOMO MITSUI BANKING CORPORATION, as a
Lender

By: Is! Shugi Yabe
Name: Shtigi Yabe
Title: Managing Director



THE NORTHERN TRUST COMPANY, as a Lender

By: Is! Daniel Boote
Name: Daniel Boote
Title: Senior Vice President



Commitment Appendix

Lender Revolving Commitment
Wells Fargo Bank, National Association $154,285,714.30
Bank ofAmerica, N.A. $154,285,714.30
The Royal Bank of Scotland plc $154,285,714.29
Barclays Bank PLC $141,071,428.57
The Bank of Nova Scotia $141,071,428.57
The Bank of Tokyo-Ivlitsubishi UFJ, Ltd. $70,535,714.29
Union Bank, N.A. $70,535,714.29
BNP Paribas $141,071,428.57
Citibank, N.A. $141,071,428.57
Credit Suisse AG, Cayrnan Islands Branch $141,071,428.57
Goldman Sachs Bank USA $141,071,428.57
JPMorgan Chase Bank, N.A. $141,071,428.57
Morgan Stanley Bank, N.A. $141,071,428.57
Royal Bank of Canada $141,071,428.57
UBS Loan Finance LLC $141,071,428.57
Credit Agricole Corporate & Investment Bank $100,714,285.71
KeyBank National Association $100,714,285.71
Lloyds Bank $100,714,285.71
Mizuho Corporate Bank, Ltd. $100,714,285.71
SunTrust Bank $100,714,285.71
The Bank of New York Mellon $100,714,285.71
U.S. Bank National Association $100,714,285.71

(Niadian Imperial Bank of Commerce $48,928,571.43
j.inpass Bank $48,928,571.43

PNC Bank, National Association $48,928,571.43
Sovereign Bank, N.A. $48,928,571.43
Sumitomo Mitsui Banking Corporation $48,928,571.43
The Northern Trust Company $35,714,285.71

Total $3,000,000,000.00



JLA L/C Fronting Sublimits Appendix

r Issuing Lender LIC Fronting Sublimit
tells Fargo Bank, National Association $583,333,333.33

i3ank of America, N.A. $583,333,333.33
The Royal Bank of Scotland plc $583,333,333.33
Barclays Bank PLC $416,666,666.67
The Bank of Nova Scotia $416,666,666.67
The Bank of Tokyo-Mitsubishi UFJ, Ltd. $416,666,666.67

Total $3,000,000,000.00



SCHEDULE 5.11

Restricted Subsidiaries I

Restricted Subsidiary Jurisdiction of Organization

PPL Generation. LLC Delaware
PPL Montana Holdings, LLC Delaware
PPL Montana, LLC Delaware
PPL Martins Creek, LLC Delaware
PPL Brunner Island, LLC Delaware
PPL Montour, LLC Delaware
PPL Susquehanna, LLC Delaware
PPL Holtwood, LLC Delaware
PPL EnergyPlus, LLC Pennsylvania
PPL Investment Corporation Delaware

1As of November 6, 2012



Guaranties of Foreign Subsidiary Debt

None.

SCHEDULE 5.16



Existing Liens
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SCHEDULE 6.10

Restrictive Agreements

PPL Montana, LEC and PPL Montana Holdings, LLC: Restrictions on the payment of dividends and similar distributions
arising in connection with the pass-through certificates, lessor notes and other lease obligations relating to PPL Montana’s
leases relating to the Colstrip facility.



Existing Debt

None.

SCHEDULE 6.12



EXHIBIT A-i

Form of Notice of Borrowing

Wells Fargo Bank, National Association,
as Administrative Agent
1525 W WT Harris Boulevard
Charlotte, NC 28262
Attention: Syndication Agency Services

Ladies and Gentlemen:

This notice shall constitute a “Notice of Borrowing” pursuant to Section 2.03 of the $3,000,000,000
Amended and Restated Revolving Credit Agreement dated as of November 6, 2012 (the “Credit Agreement “) among
PPL Energy Supply, LLC, the lending institutions party thereto from time to time and Wells Fargo Bank, National
Association, as Administrative Agent. Tenns defmed in the Credit Agreement and not otherwise defmed herein have the
respective meanings provided for in the Credit Agreement.

1. The date of the Borrowing will be

_______________, _____________

2

2. The aggregate principal amount of the Borrowing will be

3. The Borrowing will consist of I Revolving J t Swingline J Loans.

4. The Borrowing will consist of [ Base Rate] j Euro-Dollar] Loans.

5. The initial Interest Period for the Loans comprising such Borrowing shall be

_____________________

Insert appropriate delivery instructions, which shall include bank and account number]

PPL ENERGY SUPPLY, LLC

By:

_______________________________

Name:
Title:

2 Must be a Business Day.
3 Revolving Borrowings must be an aggregate principal amount of $10,000,000 or any larger integral multiple of $1,000,000, except the

Borrowing may be in the aggregate amount of the remaining unused Revolving Commitment. Swingline Borrowings must be an aggregate
principal amount of $5,000,000 or any larger integral multiple of $1,000,000.

4 Applicable for Revolving Loans only.
5 Applicable for Euro-Dollar Loans only. Insert “one month”, “two months”, “three months” or “six months” (subject to the provisions of the

defmition of “Interest Period”).



EXHIBIT A-2
Form of Notice of Conversion/Continuation

Wells Fargo Bank, National Association,
as Administrative Agent
1525 W WT Harris Boulevard
Charlotte, NC 28262
Attention: Syndication Agency Services

Ladies and Gentlemen:

This notice shall constitute a “Notice of Conversion/Continuation” pursuant to Section 2.06(d)(ii) of the
$3,000,000,000 Amended and Restated Amended and Restated Revolving Credit Agreement dated as of November 6,
2012 (the “ Credit Agreement “) among PPL Energy Supply, LLC, the lending institutions party thereto from time to time
and Wells Fargo Bank, National Association, as Administrative Agent. Terms defmed in the Credit Agreement and not
otherwise defmed herein have the respective meanings provided for in the Credit Agreement.

1. The Group of Loans (or portion thereof) to which this notice applies is all or a portion of all Base Rate
Loans currently outstanding J j all or a portion of all Euro-Dollar Loans currently outstanding having an Interest Period of

months and ending on the Election Date specified below 1.

2. The date on which the conversion/continuation selected hereby is to be effective is

____________

______________(the

“Election Date “)
6

3. The principal amount of the Group of Loans (or portion thereof) to which this notice applies is

4. [The Group of Loans (or portion thereof) which are to be converted will bear interest based upon the
[Base Rate] [Adjusted London Interbank Offered Rate].] [The Group of Loans (or portion thereof) which are to be
continued will bear interest based upon the [Base Rate] [Adjusted London Interbank Offered Rate].]

5. The liflerest Period for such Loans will be 8

6 Must be a Business Day.
7 May apply to a portion of the aggregate principal amount of the relevant Group of Loans; provided that (i) such portion is allocated ratably

among the Loans comprising such Group and (ii) the portion to which such notice applies, and the remaining portion to which it does not apply,
are each $10,000,000 or any larger integral multiple of $1,000,000.

8 Applicable only in the case of a conversion to, or a continuation of, Euro-Dollar Loans. Insert “one month”, “two months”, “three months” or
“six months” (subject to the provisions of the defmition of Interest Period).



PPL ENERGY SUPPLY, LLC

By:

______________

Name:
Title:



EXHIBIT A-3
Form of Letter of Credit Request

[Insert details of Issuing Lender]

Ladies and Gentlemen:

This notice shall constititte a “Letter of Credit Request” pursuant to Section 3.03 of the $3,000,000,000
Amended and Restated Amended and Restated Revolving Credit Agreement dated as of November 6, 2012 (the “Credit
Agreement “) among PPL Energy Supply, LLC, the lending institutions party thereto from time to time and Wells Fargo
Bank, National Association, as Administrative Agent. Terms defmed in the Credit Agreement and not otherwise defmed
herein have the respective meanings provided for in the Credit Agreement.

The undersigned hereby requests that issue a Standby Letter of Credit on

__________________

10 in the aggregate amount of $ . [This request is to extend a Letter of Credit previously
issued under the Credit Agreement; Letter of Credit No. .1

The beneficiary of the requested Standby Letter of Credit will be

___________________

11
, and such Standby Letter

of Credit will be in support of 12 and will have a stated termination date of
13

Copies of all documentation with respect to the supported transaction are attached hereto.

lnsert name of Issuing Lender.
10 Must be a Business Day.
11 Insert name and address of beneficiary.
12 Insert a description of the obligations, the name of each agreement and!or a description of the conimercial transaction to which this Letter of

Credit Request relates.
13 Insert the last date upon which drafts may be presented (which may not be later than one year after the date of issuance specified above or

beyond the fifth Business Day prior to the Termination Date).



PPL ENERGY SUPPLY, LLC

By:

____________

Name:
Title:

APPROVED:

[ISSUING LENDER]

By:

___________

Name:
Title:



EXHIBIT B

Form of Note

FOR VALUE RECEWED, the undersigned, PPL ENERGY SUPPLY, LLC, a Delaware
limited liability company (the “Borrower “), promises to pay to the order of

___________________

(hereinafter, together
with its successors and assigns, called the “ Holder “), at the Administrative Agent’s Office or such other place as the
Holder may designate in writing to the Borrower, the principal sum of

____________________

AND

_______/lOOs

DOLLARS ($ ), or, if less, the principal amount of all Loans advanced by the Holder to the Borrower
pursuant to the Credit Agreement (as defmed below), plus interest as hereinafter provided. Such Loans may be endorsed
from time to time on the grid attached hereto, but the failure to make such notations shall not affect the validity of the
Borrower’s obligation to repay unpaid principal and interest hereunder.

All capitalized terms used herein shall have the meanings ascribed to them in that certain $3,000,000,000
Amended and Restated Amended and Restated Revolving Credit Agreement dated as of November 6, 2012 (as the same
may be amended, modified or supplemented from time to time, the “ Credit Agreement “) by and among the Borrower,
the lenders party thereto (collectively, the “ Lenders “) and Wells Fargo Bank, National Association, as administrative
agent (the “Administrative Agent “) for itself and on behalf of the Lenders and the Issuing Lenders, except to the extent
such capitalized terms are otherwise defmed or limited herein.

The Borrower shall repay principal outstanding hereunder from time to time, as necessary, in order to comply with
the Credit Agreement. All amounts paid by the Borrower shall be applied to the Obligations in such order of application
as provided in the Credit Agreement.

A fmal payment of all principal arnotmnts and other Obligations then outstanding hereunder shall be due and
payable on the maturity date provided in the Credit Agreement, or such earlier date as payment of the Loans shall be due,
whether by acceleration or otherwise.

The Borrower shall be entitled to borrow, repay, reborrow, continue and convert the Holder’s Loans (or portion
thereof) hereunder pursuant to the terms and conditions of the Credit Agreement. Prepayment of the principal amount of
any Loan may be made as provided in the Credit Agreement.

The Borrower hereby promises to pay interest on the unpaid principal amount hereof as provided in Article II of
the Credit Agreement. bterest under this Note shall also be due and payable when this Note shall become due (whether
at maturity, by reason of acceleration or otherwise). Overdue principal and, to the extent permitted by law, overdue
interest, shall bear interest payable on DEIVIAND at the default rate as provided in the Credit Agreement.

In no event shall the amount of interest due or payable hereunder exceed the maximum rate of interest allowed by
applicable law, and in the event any such payment is inadvertently made by the Borrower or inadvertently received by the
Holder, then such excess sum shall be credited as a payment of principal, unless the Borrower shall notify the Holder in
writing that it elects to have such excess sum returned forthwith. It is the express intent hereof that the Borrower not pay
and the Holder not receive, directly or indirectly in any manner whatsoever, interest in excess of that which may legally
be paid by the Borrower under applicable law.

All parties now or hereafter liable with respect to this Note, whether the Borrower, any guarantor, endorser or any
other Person or entity, hereby waive presentment for payment, demand, notice of non-payment or dishonor, protest and
notice of protest.

No delay or omission on the part of the Holder or any holder hereof in exercising its rights under this Note, or
delay or omission on the part of the Holder, the Administrative Agent or the Lenders collectively, or any of them, in
exercising its or their rights under the Credit Agreement or under any other Loan Document, or course of conduct relating
thereto, shall operate as a waiver of such rights or any other right of the Holder or any holder hereof, nor shall any waiver
‘‘ the Holder, the Administrative Agent, the Required Lenders or the Lenders collectively, or any of them, or any holder

Jereof, of any such right or rights on any one occasion be deemed a bar to, or waiver of the same right or rights on any
future occasion.

The Borrower promises to pay all reasonable costs of collection, including reasonable attorneys’ fees, shotild this



Note be collected by or through an attorney-at-law or under advice therefrom.

This Note evidences the Holder’s Loans (or portion therof) under, and is entitled to the benefits and subject to
the terms of the Credit Agreement, which contains provisions with respect to the acceleration of the maturity of this Note

,on the happening of certain stated events, and provisions for prepayment.

This Note shall be governed by and construed in accordance with the internal laws of the State of New York.

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]



TN WITNESS WHEREOF, the undersigned has caused this Note to be executed by its duly authorized
representative as of the day and year first above written.

PPL ENERGY SUPPLY, LLC

By:

_________________

Name:
Title:



LOANS AND PAYMENTS OF PRiNCiPAL

Date Amount of Loan Type Amount :fPcipal Totation Made By



EXHIBIT C

• Form of Assignment and Assumption Agreement

This Assignment and Assumption (the “ Assignment and Assumption “) is dated as of the Effective Date set
forth below and is entered into by and between [the] [each] 14 Assignor identified on the Schedules hereto as “ Assignor

[or “Assignors “(collectively, the “Assignors “and each] an “Assignor “) and [the] [each] 15 Assignee identified on
the Schedules hereto as “ Assignee “ or “ Assignees “ (collectively, the “ Assignees “ and each an “ Assignee “). [It is
understood and agreed that the rights and obligations of [the Assignors] [the Assignees] 16 hereunder are several and not
joint.] 17 Capitalized terms used but not defmed herein shall have the meanings given to them in the Credit Agreement
identified below (the “ Credit Agreement “), receipt of a copy of which is hereby acknowledged by [the] [each]
Assignee. The Standard Terms and Conditions set forth in Annex 1 attached hereto are hereby agreed to and incorporated
herein by reference and made a part of this Assignment and Assumption as if set forth herein in full.

For an agreed consideration, [the] [each] Assignor hereby irrevocably sells and assigns to [the Assignee] [the
respective Assignees], and [the] [each] Assignee hereby irrevocably purchases and assumes from [the Assignor] [the
respective Assignors], subject to and in accordance with the Standard Terms and Conditions and the Credit Agreement, as
of the Effective Date inserted by the Administrative Agent as contemplated below (a) all of [the Assignor’s] [the
respective Assignors’] rights and obligations in [its capacity as a Lender] [their respective capacities as Lenders] under
the Credit Agreement and any other documents or instruments delivered pursuant thereto to the extent related to the
amount and percentage interest identified below of all of such outstanding rights and obligations of [the Assignor] [the
respective Assignors] under the respective facilities identified below (including without limitation any letters of credit,
guarantees, and swingline loans included in sttch facilities) and (b) to the extent permitted to be assigned tinder applicable
law, all claims, suits, causes of action and any other right of [the Assignor (in its capacity as a Lender)] [the respective
Assignors (in their respective capacities as Lenders)] against any Person, whether known or tinknown, arising tinder or in
connection with the Credit Agreement, any other documents or instniments delivered pursuant thereto or the loan
transactions governed thereby or in any way based on or related to any of the foregoing, including, but not limited to,‘ ntract claims, tort claims, malpractice claims, statutory claims and all other claims at law or in equity related to the

). its and obligations sold and assigned pursuant to clause (a) above (the rights and obligations sold and assigned by [the]
fany] Assignor to [the] [any] Assignee pursuant to clauses (a) and (b) above being referred to herein collectively as, the”
Assigned Interest “). Each such sale and assignment is without recourse to [the] [any] Assignor and, except as expressly
provided in this Assigmnent and Assumption, without representation or warranty by [the] [any] Assignor.

1. Assignor: See Schedule attached hereto

2. Assignee: See Schedule attached hereto

3. Borrower: PPL Energy Supply, LLC

4. Administrative Agent: Wells Fargo Bank, National Association, as the administrative agent under the Credit
Agreement

5. Credit Agreement: The $3,000,000,000 Amended and Restated Revolving Credit Agreement dated as of
November 6, 2012 by and among PPL Energy Supply, LLC, as Borrower, the Lenders party thereto and Wells Fargo
Bank, National Association, as Administrative Agent (as amended, restated, supplemented or otherwise modified)

6. Assigned Interest: See Schedule attached hereto

[7. Trade Date: 118

14 for bracketed language here and elsewhere in this form relating to the Assignor(s), if the assignment is from a single Assieror, choose the firt‘ bracketed language. If the assignment is from multiple Assignors, choose the second bracketed language.
For bracketed language here and elsewhere in this form relating to the Assignee(s). if the assignment is to a single Assignee. choose the first
bracketed language. If the assignment is to multiple Assignees, choose the second bracketed language.

16 Select as appropriate.
17 Include bracketed language if there are either multiple Assignors or multiple Assignees.

To be completed if the Assignor(s) and the Assignee(s) intend that the minimum assignment amount is to be determined as of the Trade Date.
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Effective Date:

______________,

20

0 BE ThJSERTED BY ADMIMSTRATWE AGENT AN)) WHICH SHALL BE THE EFFECTIVE DATE OF
1cECORDATION OF TRANSFER IN THE REGISTER THEREFOR.]

The tern-is set forth in this Assigmnent and Assumption are hereby agreed to:

ASSIGNOR

[NAME OF ASSIGNOR]

By:

________________

Title:

ASSIGNEE

See Schedule attached hereto



[Consented to and] 19

rWELLS FARGO BANK, NATIONAL ASSOCIATION,
Administrative Agent, [Issuing Lender] and Swingline Lender

By______________________________
Title:

[Consented to:] 20

PPL ENERGY SUPPLY, LLC

By_______________________________
Title:

[Consented toJ:

[Issuing Lender] 21,

as Issuing Lender

By______________________________
Title:

[Consented to]:

[JOINT LEAD ARRANGERS122

LLS FARGO BANK, N.A.

By:

________________________________

Title:

BANK OF AMERICA, N.A.

By:

_______________________________

Title:

l9To be added oniy if the consent of the Administrative Agent is required by the terms of the Credit Agreement.
20 To be added only if the consent of the Borrower is required by the terms of the Credit Agreement.
21 Add all Issuing Lender signature blocks.
22 To be added if assignment is made before Effective Date.



SCHEDULE

To Assignment and Assumption

iy its execution of this Schedule, the Assignee(s) agree(s) to the terms set forth in the attached Assignment and
Assumption.

Assigned Interests:

(Aggregate Amount of (Amount of Commitment! (Percentage Assigned of CUSW Number
Commitment! Loans for all Loans Assigned 24 commitment! Loans 25

[Lenders 23

Is $

[NAIvJE OF ASSIGNEE] 26 [and is an Affiliate of [ ident Lender]] 27

23 Amount to be adjusted by the counterparties to take into account any payments or prepayments made between the Trade Date and the
Effective Date.

24 Amount to be adjusted by the counterparties to take into account any payments or prepayments made between the Trade Date and the
Effective Date.

25 Set forth, to at least 9 decimals, as a percentage of the Commitment/Loans of all Lenders thereunder.
26 Add additional signature blocks, as needed.
27 Select as applicable.



ANNEX 1 to Assignment and Assumption

AMENDED AND RESTATED REVOLVING CREDIT AGREEMENT DATED AS Of
NOVEMBER 6, 2012

BY AND AMONG
PPL ENERGY SUPPLY, LLC, AS BORROWER, THE LENDERS PARTY THERETO

AND WELLS FARGO BANK, NATIONAL ASSOCIATION, AS ADMIMSTRATWE AGENT
STANDARD TERMS AND CONDITIONS FOR ASSIGNMENT AND ASSUMPTION

1. Representations and Warranties.

1.1 Assignor . [The] [Each] Assignor (a) represents and warrants that (1) it is the legal and beneficial
owner of [the] [the relevant] Assigned Interest, (ii) [the] [such] Assigned Interest is free and clear of any lien,
encumbrance or other adverse claim and (iii) it has full power and attthority, and has taken all action necessary, to execute
and deliver this Assigrnnent and Assumption and to consummate the transactions contemplated hereby; and (b) assumes
no responsibility with respect to (i) any statements, warranties or representations made in or in connection with the Credit
Agreement or any other Loan Document, (ii) the execution, legality, validity, enforceability, genuineness, sufficiency or
value of the Loan Documents or any collateral thereunder, (iii) the financial condition of the Borrower, any of its
Subsidiaries or Affiliates or any other Person obligated in respect of any Loan Document or (iv) the performance or
observance by the Borrower, any of its Subsidiaries or Affiliates or any other Person of any of their respective obligations
under any Loan Document.

1.2. Assignee . [The] [Each] Assignee (a) represents and warrants that (i) it has full power and
authority, and has taken all action necessary, to execute and deliver this Assignment and Assumption and to consummate
the transactions contemplated hereby and to become a Lender under the Credit Agreement, (ii) it meets all requirements
of an Eligible Assignee under the Credit Agreement (subject to receipt of such consents as may be required under the
Credit Agreement), (iii) from and after the Effective Date, it shall be bound by the provisions of the Credit Agreement as
a Lender thereunder and, to the extent of the Assigned Interest, shall have the obligations of a Lender thereunder, (iv) it
“ç received a copy of the Credit Agreement, together with copies of the most recent financial statements delivered

isuant to Section 6.01 thereof as applicable, and such other documents and information as it has deemed appropriate to
make its own credit analysis and decision to enter into this Assignment and Assumption and to purchase [the] [the
relevant] Assigned Interest on the basis of which it has made such analysis and decision independently and without
reliance on the Administrative Agent or any other Lender, and (b) agrees that (1) it will, independently and without
reliance on the Administrative Agent, [the] [any] Assignor or any other Lender, and based on such documents and
information as it shall deem appropriate at the time, contintte to make its own credit decisions in taking or not taking
action under the Loan Documents, and (ii) it will perform in accordance with their terms all of the obligations that by the
tenns of the Loan Documents are required to be performed by it as a Lender.

2. Payments. from and after the Effective Date, the Administrative Agent shall make all payments in respect of
the Assigned Interest (including payments of principal, interest, fees and other amounts) to the Assignor for amounts that
have accrued to but excluding the Effective Date and to the Assignee for amounts that have accrued from and after the
Effective Date.

3. General Provisions. This Assigmnent and Assumption shall be binding upon, and inure to the benefit of. the
parties hereto and their respective successors and assigns. This Assigmuent and Assumption may be executed in any
number of counterparts, which together shall constitute one instrument. Delivery of an executed counterpart of a
signature page of this Assigmuent and Assumption by telecopy shall be effective as delivery of a manually executed
counterpart of this Assignment and Assumption. This Assignment and Assumption shall be governed by and construed hi
accordance with the internal laws of the State of New York.



EXHIBIT D

Forms of Opinions of Counsel for the Borrower

[Date]

To the Administrative Agent and
each of the Lenders party to the Revolving
Credit Agreement referred to below

Re: PPL Energy Supply, Corporation
$300,000,000 Amended and Restated Revolving Credit Agreement

Ladies and Gentlemen:

We have acted as special counsel to PPL Energy Supply, LLC, a Delaware limited liability company (the “Company”), in
connection with the negotiation, execution and delivery of the $3,000,000,000 Amended and Restated Revolving Credit
Agreement dated as of November 6, 2012, among the Company, Wells Fargo Bank, National Association, as
Administrative Agent, Issuing Lender and Swingline Lender, and the other Lenders from time to time party thereto (such
Revolving Credit Agreement as so amended, the “Agreement”). This letter is being delivered to you at the request of the
Company pursuant to Section 4.0 1(e) of the Agreement.

In preparing this letter, we have reviewed the Agreement[, and the Notes of the Company exectited and delivered by the
Company on the date hereof (the “Notes”),] and the other documents executed and delivered by the Company in
connection with the Agreement. In addition, we have reviewed the Certificate of Formation of the Company filed with
the office of the Secretary of State of the State of Delaware on November 14, 2000, the Company’s limited liability

Ipany
agreement dated March 20, 2001 and certified by an Assistant Secretary of the Company as of the date hereof,

i the records of the Company’s proceedings relating to the authorization of the Agreement.

Subject to the assumptions, qualifications and other limitations set forth below, it is our opinion that:

1. The Company is a limited liability company validly existing and, based solely upon a certificate issued by
the Secretary of State of the State of Delaware dated November , 2012, in good standing tmder the
Delaware Limited Liability Company Act.

2. The Company has (a) the limited liability company power to execute and deliver, and to perform its
obligations tinder, the Agreement and (b) duly taken or caused to be taken all necessary limited liability
company action to authorize the execution, delivery and performance by it of the Agreement [and the
Notes].

3. The Agreement [and the Notes] has[ve] been duly executed and delivered by the Company.

4. The Agreement constitutes a valid and legally binding agreement of the Company, enforceable against the
Company in accordance with its terms.

5. [The Notes constitute valid and legally binding obligations of the Company, enforceable against the
Company in accordance with their terms.]

6. The Company is not an “investment company” within the meaning of the Investment Company Act of
1940, as amended.

7. The borrowings under the Agreement and the use of proceeds thereof as contemplated by the Agreement

( do not violate Regulation U or X of the Board of Governors of the Federal Reserve System.

mn rendering our opinions, we have (a) without independent verification, relied, with respect to factual matters, statements
and conclusions, on certificates, notifications and statements, whether written or oral, of governmental officials and
individuals identified to us as officers and representatives of the Company and on the representations made by the



Company in the Agreement and other documents delivered to you in connection therewith and (b) reviewed originals, or
copies of such agreements, documents and records as we have considered relevant and necessary as a basis for otir
opinions. [In rendering the opinions set forth in paragraphs 1 through 3 above, we note that any exercise by the Company
of the option to increase the Commitments as contemplated in Section 2.19 of the Agreement may require additional

thorization by the Company’s Board of Managers. We note that, as counsel to the Company, we do not represent it
,enerally and there may be facts relating to the Company ofwhich we have no knowledge.]

We have assumed (a) the accuracy and completeness of all certificates, agreements, documents, records and other
materials submitted to us; (b) the authenticity of original certificates, agreements, documents, records and other materials
submitted to us; (c) the conformity with the originals of any copies submitted to us; (d) the genuineness of all signatures;
(e) the legal capacity of all natural persons; (f) that the Agreement constitutes the valid, legally binding and enforceable
agreement of the parties thereto under all applicable law (other than, in the case of the Company, the law of the State of
New York); (g) that the execution and delivery by the Company of, and the performance by the Company of its
obligations tinder, the Agreement and the Notes does not and will not (1) breach or violate (A) any agreement or
instrument to which the Company or any of its affiliates is a party or by which the Company or any of its affiliates or any
of their respective properties may be bound, (B) any authorization, consent, approval or license (or the like) of or
exemption (or the like) from, or any registration or filing (or the like) with, or report or notice (or the like) to, any
governmental unit, agency, commission, department or other authority granted to or otherwise applicable to the Company
or any of its affiliates or any of their respective properties (each a “Govermnental Approval”), (C) any order, decision,
judgment or decree that may be applicable to the Company or any of its affiliates or any of their respective properties, or
(D) any law (other than the law of the State of New York and the federal law of the United States), or (ii) reqtiire any
Governmental Approval; (h) that the Company is engaged only in the businesses described in its Annual Report on form
10-K for the year ended December 31, 2011 filed with the Securities and Exchange Commission; (i) that there are no
agreements, understandings or negotiations between the parties not set forth in the Agreement that would rnodif’ the
terms thereof or the rights and obligations of the parties thereunder; and (j) for purposes of our opinion in paragraph 4 as
it relates to the choice-of-law provisions in the Agreement, that the choice of law of the State of New York as the
governing law of the Agreement would not result in a violation of an important public policy of another state or country
having greater contacts with the transactions contemplated by the agreement than the State of New York.

ir opinions are subject to and limited by the effect of(a) applicable bankruptcy, insolvency, fraudttlent conveyance,
‘fraudtllent transfer, receivership, conservatorship, arrangement, moratorium and other similar laws affecting and relating

to the rights of creditors generally; (b) general equitable principles; (c) requirements of reasonableness, good faith, fair
dealing and materiality; (d) Article 9 of the Uniform Commercial Code regarding restrictions on assignment or transfer of
rights; and (e) additionally in the case of(i) indenmities, a requirement that facts, known to the indenmitee but not the
indemnitor, in existence at the thne the indenmity becomes effective that wotild entitle the indemnitee to indemnification
be disclosed to the indemnitor. and a requirement that an indenmity provision will not be read to impose obligations tipon
indemnitors which are neither disclosed at the time of its execution nor reasonably within the scope of its terms and
overall intention of the parties at the time of its making, (ii) waivers, Sections 9-602 and 9-603 of the Uniform
Commercial Code, and (iii) indemnities, waivers and exculpatory provisions, public policy.

We express no opinion with respect to the following sections of the Agreement: (1) Section 9.02 (cumulative remedies),
(ii) provisions relating to rules of evidence or quantum of proof (iii) Section 9.07 (submission to jurisdiction and waiver
of inconvenient forum), insofar as such sections relate to federal courts (except as to the personal jurisdiction thereof), and
(choice of venue. i.e., requiring actions to be commenced in a particular court in a particular jurisdiction), and (iv) Section
9.11 (waiver ofjury trial), insofar as such section is sought to be enforced in a federal court.

We express no opinion as to the law of any jurisdiction other than the law of the State of New York and the federal law of
the United States of America, and, with respect to our opinions in paragraphs 1 through 3, the Delaware Limited Liability
Company Act, and in each case, only such law that in our experience is normally applicable to transactions of the type
contemplated by the Agreement and excluding (1) any law that is part of a regulatory regime applicable to specific assets
or businesses of the lenders and (ii) the statutes and ordinances, the administrative decisions, and the rules and regulations
of counties, towns, municipalities and special political subdivisions.

This letter speaks only as of the date hereof. We have no responsibility or obligation to update this letter or to take into
(,)count changes in law or facts or any other development of which we may later become aware.

‘This letter is delivered by tts as special counsel for the Company solely for yotir benefit in coimection with the transaction



referred to herein and may not be used, circulated, quoted or otherwise referred to or relied upon for any other purpose or
by any other person or entity without our prior written consent.

Very truly yours,



[Date]

the Administrative Agent and
cach of the Lenders party to the
Credit Agreement referred to below

Re: $3,000,000,000 Amended and Restated Revolving Credit Agreement

Ladies and Gentlemen:

I am Senior Counsel of PPL Services Corporation, an affiliate of PPL Energy Supply, LLC (the “Borrower”), and
have acted as counsel to the Borrower in connection with the $3,000,000,000 Amended and Restated Revolving Credit
Agreement dated as of November 6, 2012 among the Borrower, Wells Fargo Bank, National Association, as
Administrative Agent, Issuing Lender and Swingline Lender and the other Lenders from time to time party thereto (the
“Agreement”). Capitalized tenns used but not defmed herein have the meaning assigned to such terms in the Agreement.

I am familiar with the Agreement [and the Notes of the Borrower executed and delivered by the Borrower on the
date hereof (the “Notes”),] and the other documents executed and delivered by the Borrower in connection with the
Agreement. I have also examined such other documents and satisfied myself as to such other matters as I have deemed
necessary in order to render this opinion. I have assumed that the Agreement and instruments referred to in this opinion
have been dtily authorized, executed and delivered by all parties thereto other than the Borrower.

Based on the foregoing, I am of the opinion that:

1. The execution, delivery and performance by the Borrower of the Agreement [and the Notes] have been
duly authorized by the Borrower and do not violate any provision of law or regulation or any decree, order, writ or
judgment applicable to the Borrower, or any provision of its limited liability company agreement, or result in the breach

or constittite a default tinder any indenture or other agreement or instrument known to me to which it is a party.

2. [Each of] the Agreement [and the Notes] has been duly executed and delivered by the Borrower, and
constitutes the legal, valid and binding obligation of the Borrower, enforceable against the Borrower in accordance with
its terms, except to the extent limited by (a) bankruptcy, insolvency, reorganization or other similar laws relating to or
affecting the enforceability of creditors’ rights generally and by general equitable principles that may limit the right to
obtain equitable remedies regardless of whether enforcement is considered in a proceeding of law or equity or (b) any
applicable public policy on enforceability of provisions relating to indemnification, contribution, waivers and exculpatory
provisions.

3. Except as disclosed in or contemplated by the Borrower’s Annual Report on form 10-K for the year
ended December 31, 2011, or in other reports filed under the Securities Exchange Act of 1934 from January 1, 2012 to the
date hereof, or otherwise furnished in writing to the Administrative Agent, no litigation, arbitration or administrative
proceeding or inquiry is pending or, to my knowledge, threatened which, if determined adversely to the Borrower, would
materially and adversely affect the ability of the Borrower to perform any of its obligations under the Agreement [or the
Notes]. To my knowledge, there is no litigation, arbitration or administrative proceeding pending or threatened that
questions the validity of the Agreement [or the Notes].

4. The Borrower is not engaged principally, or as one of its important activities, in the business of extending
credit for the purpose of purchasing or carrying any “margin stock” within the meaning of Regulation U of the Board of
Governors of the federal Reserve System.

5. There have not been any “reportable events,” as that term is defmed in Section 4043 of the Employee
Retirement Income Security Act of 1974, as amended, which would result in a material liability of the Borrower.

C
6. No authorization, consent or approval of any Governmental Authority of the United States of America or

e State of New York is required for the execution, delivery or performance of the Agreement by the Borrower or for the
1orrowings by the Borrower thereunder, except such authorizations, consents and approvals as have been obtained prior
to the date hereof which authorizations, consents and approvals are in full force and effect.



This opinion is limited to the laws of the State of New York, the Delaware Limited Liability Company Act and the
federal laws of the United States ofAmerica.

Without my prior written consent, this opinion may not be furnished or quoted to, or relied upon by, any other
rson or entity for any purpose.

Very tnily yours,

Frederick C. Paine



EXHIBIT E

Form of Notice of Revolving Increase

Dated as of:

_________________

PPL ENERGY SUPPLY, LLC (the “ Borrower “), in connection with the $3,000,000,000 Amended and Restated
Revolving Credit Agreement dated as ofNovember 6, 2012, among the Borrower, Wells Fargo Bank, National
Association, as Administrative Agent, and the Lenders party thereto from time to time (the “Credit Agreement “),
hereby certifies that:

1. The Borrower has obtained an agreement from certain fmancial institutions to increase their Revolving
Commitments in the aggregate amount of____________________________________ ($ ) 28 (the”
Commitment Increase “).

2. All of the representations and warranties of the Borrower made under the Credit Agreement (including,
without limitation, all representations and warranties with respect to the Borrower’s Subsidiaries) and the other Loan
Documents are as of the date hereof and will be as of the effective date of the Commitment Increase, true and correct in
all material respects except to the extent that such representations and warranties specifically refer to an earlier date, in
which case they are true and correct as of such earlier date.

3. There does not exist, as of this date, and there will not exist afier giving effect to the Commitment
Increase, any Default or Event of Default under the Credit Agreement.

4. All necessary govermuental, regulatory and third party approvals, if required, have been obtained or
made, are in full force and effect and are not stibject to any pending or, to the knowledge of the Borrower, threatened
reversal or cancellation.

• 5. Attached hereto as Annex A are resolutions adopted by the Borrower authorizing such Commitment
.ease, and such resoltttions are trtie and correct and have not been altered, amended or repealed and are in full force

and effect.

Capitalized terms used in this Notice of Revolving Increase and not otherwise defmed herein are used as defmed
in the Credit Agreement.

[REMAINDER OF TFIIS PAGE INThNTIONALLY LEFT BLANKJ

28Each Optional Commitment Increase shall be in a minimum amount of $50,000,000.



IN WITNESS WHEREOF, the Borrower, acting through an authorized signatory, has signed this Notice of
Revolving Increase as of the day and year first above written.

PPL ENERGY SUPPLY, LLC

By:

_________________

Name:
Title:



Annex A to Exhibit E



Exhibit 10(dd)

EXECUTION VERSION

$400,000,000

AMENDED AND RESTATED REVOLVING CREDIT AGREEMENT

dated as of November 6, 2012

among

KENTUCKY UTILITIES COMPANY,

THE LENDERS FROM TIME TO TIME PARTY HERETO

and

WELLS FARGO BANK, NATIONAL ASSOCIATION,
as Administrative Agent, Issuing Lender and Swingline Lender

WELLS FARGO SECURITIES, LLC,
MERRILL LYNCH, PIERCE, FENNER & SMITH INCORPORATED, RBS SECURITIES INC.,

BARCLAYS BANK PLC,
THE BANK OF NOVA SCOTIA

and
MITSUBISifi UFJ FINANCIAL GROUP, INC.,

Joint Lead Arrangers and Joint Bookrunners

BANK OF AMERICA, N.A.
and

THE ROYAL BANK OF SCOTLAND PLC,
Syndication Agents

BARCLAYS BANK PLC,
THE BANK OF NOVA SCOTIA

and
MITSUBISHI UFJ FINANCIAL GROUP, INC.,

Documentation Agents
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AMENDED AN]) RESTATED REVOLVING CREDIT AGREEMENT (this” Agreement “) dated as of November 6,
2012 is entered into among PPL ELECTRIC UTiliTIES CORPORATION, a Pennsylvania corporation (the “Borrower “), the LENI)ERS party

eto from time to time and WELLS FARGO BANK, NATIONAL ASSOCIATION, as Administrative Agent. The parties hereto agree as
lows:

RECITALS

WHEREAS, the Borrower is party to that certain $300,000,000 Revolving Credit Agreement dated as of December 31,
2010, among the Borrower, the lenders party thereto and Wells Fargo Bank, National Association, as administrative agent, as amended, modified,
restated and supplemented from time to time (the “Existing Credit Agreement”); and

WHEREAS, the Borrower has requested that the Administrative Agent and the Lenders amend and restate the Existing Credit
Agreement to, among other things, decrease the fronting sublimit for letters of credit and extend the maturity date, and the Administrative Agent
and the Lenders have agreed to such amendment and restatement on the terms and conditions set forth herein;

NOW, THEREFORE, in consideration of the mutual covenants and agreements herein contained, the parties hereto agree that
the Existing Credit Agreement is hereby amended and restated in its entirety, and do firther agree as follows:

ARTICLE I
DEFINITIONS

Section 1.01. Definitions . All capitalized terms used in this Agreement or in any Appendix, Schedule or Exhibit hereto which are not
otherwise defmed herein or therein shall have the respective meanings set forth below.

“Additional Letter of Credit “ means any standby letter of credit issued under this Agreement by an Issuing Lender on or after
the Effective Date.

Adjusted London Interbanlc Offered Rate “ means, for any Interest Period, a rate per annum equal to the quotient obtained
(rounded upward, if necessary, to the nearest 1/100th of 1%) by dividing (i) the London Iriterbank Offered Rate for such Interest Period by (ii)
\00 minus the Euro-Dollar Reserve Percentage.

“Administrative Agent “means Wells Fargo Bank, in its capacity as administrative agent for the Lenders hereunder and under
the other Loan Documents, and its successor or successors in such capacity.

“Administrative Questionnaire” means, with respect to each Lender, an administrative questionnaire in the form provided by
the Administrative Agent and submitted to the Administrative Agent (with a copy to the Borrower) duly completed by such Lender.

“Affiliate “ means, with respect to any Person, any other Person who is directly or indirectly controlling, controlled by or under
common control with such Person. A Person shall be deemed to control another Person if such Person possesses, directly or indirectly, the power
to direct or cause the direction of the management or policies of the controlled Person, whether through the ownership of stock or its equivalent,
by contract or otherwise.

“ Agent “ means the Administrative Agent, the Syndication Agents, the Joint Lead Arrangers, the Documentation Agents or
each Person that shall become a joint lead arranger pursuant to the terms of the Commitment Letters and “Agents” means all of the foregoing.

Agreement “ has the meaning set forth in the introductory paragraph hereto, as this Agreement may be amended, restated,
supplemented or modified from time to time.

“Amendment Fee” has the meaning set forth in Section 4.01(j).

Applicable Lending Office “ means, with respect to any Lender, (i) in the case of its Base Rate Loans, its Base Rate Lending
Office and (ii) in the case of its Euro-Dollar Loans, its Euro-Dollar Lending Office.

“Applicable Percentage “ means, for purposes of calculating (i) the applicable interest rate for any day for any Base Rate Loans
or Euro-Dollar Loans, (ii) the applicable rate for the Commitment Fee for any day for purposes of Section 2.07(a) or (iii) the applicable rate for
the Letter of Credit fee for any day for purposes of Section 2.07(b), the appropriate applicable percentage set forth below corresponding to one
rating level below the then current highest Borrower’s Ratings; provided , that, in the event that the Borrower’s Ratings shall fall within different
levels and ratings are maintained by both Rating Agencies, the applicable rating shall be based on the higher of the two ratings unless one of the
ratings is two or more levels lower than the other, in which case the applicable rating shall be determined by reference to the level one rating

wer than the higher of the two ratings:

Applicable . Applicable PercentageBorrower s Ratmgs Applicable Percentage forPercentage for for Euro-Dollar Loans(S&P /Moody s) . Base Rate LoansCommitment Fees and Letter of Credit Fee



Category A >A from S&P / A2 from 0.100% 0.000% 1.000%
Moody’s

Category B ?A- from S&P/A3 from 0.125% 0.125% 1.125%
Moody’s

Category C BBB+ from S&P/Baal from 0.1 75% 0.250% 1.250%
Moody’s

“ Category D BBB from S&PI Baa2 from 0.200% 0.500% 1.500%
Moody’s

Category E BBB- from S&P / Baa3 from 0.250% 0.625% 1.625%
Moody’s

0.875% 1.875%Category F BB+ from S&P / Bal 0.350%
from Moody’s

Asset Sale “ shall mean any sale of any assets, including by way of the sale by the Borrower or any of its Subsidiaries of
equity interests in such Subsidiaries.

“Assignee “ has the meaning set forth in Section 9.06(c).

“Assigrunent and Assumption Agreement “ means an Assignment and Assumption Agreement, substantially in the form of
attached Exhibit C, under which an interest of a Lender hereunder is transferred to an Eligible Assignee pursuant to Section 9.06(c).

“Availability Period “ means the period from and including the Effective Date to but excluding the Termination Date.

“Bankruptcy Code “ means the Bankruptcy Reform Act of 1978, as amended, or any successor statute.

“Base Rate” means for any day a rate per annum equal to the highest of (1) the Prime Rate for such day, (ii) the sum of 1/2 of
1% plus the Federal Funds Rate for such day and (iii) except during any period of time during which a notice delivered to the Borrower under
Section 2.14 or Section 2.15 shall remain in effect, the London Interbanlc Offered Rate pijl%.

“Base Rate Borrowing “means a Borrowing comprised of Base Rate Loans.

Base Rate Lending Office “ means, as to each Lender, its office located at its address set forth in its Administrative,questionnaire (or identified in its Administrative Questionnaire as its Base Rate Lending Office) or such other office as such Lender may
keafter designate as its Base Rate Lending Office by notice to the Borrower and the Administrative Agent.

“Base Rate Loan “means (a) a Loan (other than a Swingline Loan) in respect of which interest is computed on the basis of the
Base Rate and (b) a Swingline Loan in respect of which interest is computed on the basis of the LIBOR Market Index Rate.

“Borrower “ has the meaning set forth in the introductory paragraph hereto.

“Borrower’s Ratinu “ means the senior secured long-term debt rating of the Borrower from S&P or Moody’s.

“Borrowing” means a group of Loans of a single Type made by the Lenders on a single date and, in the case of a Euro-Dollar
Borrowing, having a single Interest Period.

Business Day “ means any day except a Saturday, Sunday or other day on which commercial banks in Charlotte, North
Carolina or New York, New York are authorized by law to close; provided , that, when used in Article III with respect to any action taken by or
with respect to any Issuing Lender, the term “Business Day” shall not include any day on which commercial banks are authorized by law to close
in the jurisdiction where the office at which such Issuing Lender books any Letter of Credit is located; and provided, further ,that when used with
respect to any borrowing of, payment or prepayment of principal of or interest on, or the Interest Period for, a Euro-Dollar Loan, or a notice by the
Borrower with respect to any such borrowing payment, prepayment or Interest Period, the term “Business Day” shall also mean that such day is a
London Business Day.

Capital Lease” means any lease of property which, in accordance with GAAP, should be capitalized on the lessee’s balance
sheet.

Capital Lease Oblications” means, with respect to any Person, all obligations of such Person as lessee under Capital Leases.
in each case taken at the amount thereof accounted for as liabilities in accordance with GAAP.

“Change of Control “means (i) the acquisition by any Person, or two or more Persons acting in concert, of beneficial ownership
(within the meaning of Rule 13d-3 of the Securities and Exchange Commission under the Securities Exchange Act of 1934, as amended) of 25%
or more of the outstanding shares of voting stock of PPL Corporation or its successors or (ii) the failure at any time of PPL Corporation or its

ccessors to own 80% or more of the outstanding shares of the Voting Stock in the BolTower.

Commitment “means, with respect to any Lender, the commitment of such Lender to (i) make Loans tinder this Agreement,
(ii) reftmd or purchase participations in Swingtine Loans pursuant to Section 2.02 and (iii) purchase participations in Letters of Credit pursuant to
Article III hereof, as set forth in the Commitment Appendix and as such Commitment may be reduced from time to time pursuant to Section 2.08



or Section 9.06(c) or increased from time to time pursuant to Section 9.06(c).

“Commitment Appendix “ means the Appendix attached under this Agreement identified as such.

Commitment Fee “ has the meaniiig set forth in Section 2.07(a).

“Commitment Letters “means (i) that certain commitment letter dated as of September 24, 2012 among Wells Fargo Securities,
LLC, Wells Fargo Bank, National Association, Merrill Lynch, Pierce, Feimer & Smith Incorporated, Bank of America, N.A., RBS Securities Inc.
and The Royal Bank of Scotland plc and (ii) that certain commitment letter dated as of October 2,2012 among Barclays Bank PLC, The Bank of
Nova Scotia and Mitsubishi UFJ Financial Group, Inc., acting through The Bank of Tokyo-Mitsubishi UFJ, Ltd. and Union Bank, N.A., each
commitment letter addressed to and acknowledged and agreed to by the Borrower.

Commitment Ratio “ shall mean, with respect to any Lender, the percentage equivalent of the ratio which such Lender’s
Commitment bears to the aggregate amount of all Commitments.

“Consolidated Capitalization” shall mean the sum of, without duplication, (A) the Consolidated Debt (without giving effect to
clause (b) of the definition of “Consolidated Debt”) and (B) the consolidated shareowners’ equity (detennined in accordance with GAAP) of the
common, preference and preferred shareowners of the Borrower and minority interests recorded on the Borrower’s consolidated financial
statements (excluding from shareowner’s equity (i) the effect of all unrealized gains and losses reported under Financial Accounting Standards
Board Accounting Standards Codification Topic $15 in connection with (x) forward contracts, futures contracts, options contracts or other
derivatives or hedging agreements for the future delivery of electricity, capacity, fuel or other commodities and (y) Interest Rate Protection
Agreements, foreign currency exchange agreements or other interest or exchange rate hedging arrangements and (ii) the balance of accumulated
other comprehensive income/loss of the Borrower on any date of determination solely with respect to the effect of any pension and other post-
retirement benefit liability adjustment recorded in accordance with GAAP), except that for purposes of calculating Consolidated Capitalization of
the Borrower, Consolidated Debt of the Borrower shall exclude Non-Recourse Debt and Consolidated Capitalization of the Borrower shall
exclude that portion of shareowners’ equity attributable to assets securing Non-Recourse Debt.

Consolidated Debt “ means the consolidated Debt of the Borrower and its Consolidated Subsidiaries (determined in
accordance with GAAP). except that for purposes of this definition (a) Consolidated Debt shall exclude Non-Recourse Debt of the Borrower and
its Consolidated Subsidiaries, and (b) Consolidated Debt shall exclude (i) Hybrid Securities of the Borrower and its Consolidated Subsidiaries in
an aggregate amount as shall not exceed 15% of Consolidated Capitalization and (ii) Equity-Linked Securities in an aggregate amount as shall not
exceed 15% of Consolidated Capitalization.

Consolidated Subsidiary” means with respect to any Person at any date any Subsidiary of such Person or other entity the‘NScounts of which would be consolidated with those of such Person in its consolidated fmancial statements if such statements were prepared as of
jch date in accordance with GAAP.

“Continuing Lender “means with respect to any event described in Section 2.08(b), a Lender which is not a Retiring Lender,
and “Continuing Lenders” means any two or more of such Continuing Lenders.

Corporation “ means a corporation, association, company. joint stock company, limited liability company, partnership or
business trust.

“Credit Event “ means a Borrowing or the issuance, renewal or extension of a Letter of Credit.

“Debt” of any Person means, without duplication, (i) all obligations of such Person for borrowed money, (ii) all obligations of
such Person evidenced by bonds, debentures. notes or similar instruments, (iii) all Guarantees by such Person of Debt of others, (iv) all Capital
Lease Obligations and Synthetic Leases of such Person, (v) all obligations of such Person in respect of Interest Rate Protection Agreements,
foreign currency exchange agreements or other interest or exchange rate hedging arrangements (the amount of any such obligation to be the net
amount that would be payable upon the acceleration, termination or liquidation thereof), but only to the extent that such net obligations exceed
$75,000,000 in the aggregate and (vi) all obligations of such Person as an account party in respect of letters of credit and bankers’ acceptances;
provided , however , that “Debt” of such Person does not include (a) obligations of such Person under any installment sale, conditional sale or title
retention agreement or any other agreement relating to obligations for the deferred purchase price of property or services, (b) obligations under
agreements relating to the purchase and sale of any commodity. including any power sale or purchase agreements, any commodity hedge or
derivative (regardless of whether any such transaction is a “fmancial” or physical transaction), (c) any trade obligations or other obligations of
such Person incurred in the ordinary course of business or (d) obligations of such Person under any lease agreement (including any lease intended
as security) that is not a Capital Lease or a Synthetic Lease.

Default “ means any condition or event which constitutes an Event of Default or which with the giving of notice or lapse of
tune or both would, unless cured or waived, become an Event of Default.

“Defaulting Lender” means at any time any Lender with respect to which a Lender Default is in effect at such time.

Documentation Acents “ means Barclays Bank PLC, The Bank of Nova Scotia and Mitsubishi UFJ Financial Group, Inc.,
ting through The Bank of Tokyo-Mitsubishi UFJ, Ltd. and Union Bank N.A., each in its capacity as a documentation agent in respect of this
greement.

“Dollars” and the sign “$“ means lawful money of the United States of America.

— -
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“Effective Date “ means the date on which the Administrative Agent determines that the conditions specified in or pursuant to
Section 4.01 have been satisfied.

Eligible Assignee” means (1) a Lender; (ii) a commercial bank organized under the laws of the United States and having a
ombined capital and surplus of at least $100,000,000; (iii) a commercial bank organized under the laws of any other country which is a member
the Organization for Economic Cooperation and Development, or a political subdivision of any such country, and having a combined capital

Jd surplus of at least $100,000,000; provided , that such bank is acting through a branch or agency located and licensed in the United States; or
(iv) an Affiliate of a Lender that is an “accredited investor” (as defmed in Regulation 1) under the Securities Act of 1933, as amended); provided,
that, in each case (a) upon and following the occurrence of an Event of Default, an Eligible Assignee shall mean any Person other than the
Borrower or any of its Affiliates and (b) notwithstanding the foregoing, “Eligible Assignee” shall not include the Borrower or any of its Affiliates.

Environmental Laws “ means any and all federal, state and local statutes, laws, regulations, ordinances, rules, judgments,
orders, decrees, permits, concessions, grants, franchises, licenses or other written governmental restrictions relating to the environment or to
emissions, discharges or releases of pollutants, contaminants, petroleum or petroleum products, chemicals or industrial, toxic or Hazardous
Substances or wastes into the environment including, without limitation, ambient air, surface water, ground water, or land, or otherwise relating to
the manufacture, processing, distribution, use, treatment, storage, disposal, transport or handling of pollutants, contaminants, petroleum or
petroleum products, chemicals or industrial, toxic or Hazardous Substances or wastes.

“Environmental Liabilities “means all liabilities (including anticipated compliance costs) in connection with or relating to the
business, assets, presently or previously owned, leased or operated property, activities (including, without limitation, off-site disposal) or
operations of the Borrower or any of its Subsidiaries which arise under Environmental Laws.

Equity-Linked Securities “ means any securities of the Borrower or any of its Subsidiaries which are convertible into, or
exchangeable for, equity securities of the Borrower, such Subsidiary or PPL Corporation, including any securities issued by any of such Persons
which are pledged to secure any obligation of any holder to purchase equity securities of the Borrower, any of its Subsidiaries or PPL Corporation.

“ERISA “ means the Employee Retirement Income Security Act of 1974, as amended, or any successor statute.

ERISA Group “ means the Borrower and all members of a controlled group of corporations and all trades or businesses
(whether or not incorporated) under common control which, together with the Borrower, are treated as a single employer under Section 4 14(b) or
(c) of the Internal Revenue Code.

“Euro-Dollar Borrowing” means a Borrowing comprised of Euro-Dollar Loans.

Euro-Dollar Lending Office “ means, as to each Lender, its office, branch or Affiliate located at its address set forth in its
)lministrative Questionnaire (or identified in its Administrative Questionnaire as its Euro-Dollar Lending Office) or such other office, branch or

Affiliate of such Lender as it may hereafter designate as its Euro-Dollar Lending Office by notice to the Borrower and the Administrative Agent.

“Euro-Dollar Loan “ means a Loan in respect of which interest is computed on the basis of the Adjusted London Interbank
Offered Rate pursuant to the applicable Notice of Borrowing or Notice of Conversion/Continuation.

Euro-Dollar Reserve Percentage “ of any Lender for the Interest Period of any LIBOR Rate Loan means the reserve
percentage applicable to such Lender during such Interest Period (or if more than one such percentage shall be so applicable, the daily average of
such percentages for those days in such Interest Period during which any such percentage shall be so applicable) under regulations issued from
time to time by the Board of Governors of the Federal Reserve System (or any successor) for determining the maximum reserve requirement
(including, without limitation, any emergency, supplemental or other marginal reserve requirement) then applicable to such Lender with respect to
liabilities or assets consisting of or including “Eurocwrency Liabilities” (as defined in Regulation D). The Adjusted London Interbank Offered
Rate shall be adjusted automatically on and as of the effective date of any change in the Euro-Dollar Reserve Percentage.

“Event of Default “has the meaning set forth in Section 7.01.

“Existing Credit Agreement “has the meaning set forth in the recitals hereto.

“Existing Letters of Credit “means the standby letters of credit issued before the Effective Date pursuant to the Existing Credit
Agreement.

“Extending Lenders “ has the meaning set forth in Section 9.15 hereto.

“FATCA “means Sections 1471 through 1474 of the Internal Revenue Code and any regulations (whether fmal, temporary or
proposed) that are issued thereunder or official government interpretations thereof and any agreements entered into pursuant to Section 147 1(b) of
the Code.

“federal Funds Rate “means for any day the rate per annum (rounded upward, if necessary, to the nearest 1/100th of 1%) equal
o the weighted average of the rates on overnight Federal funds transactions with members of the Federal Reserve System arranged by federal

ds brokers on such day, as published by the Federal Reserve Bank of New York on the Business Day next succeeding such day; provided ,that
i) if such day is not a Business Day, the federal Funds Rate for such day shall be such rate on such transactions on the next preceding Business

Day as so published on the next succeeding Business Day, and (ii) if no such rate is so published on such next succeeding Business Day, the
Federal Funds Rate for such day shall be the average of quotations for such day on such transactions received by the Administrative Agent from
three federal funds brokers of recognized standing selected by the Administrative Agent.



“Fee Letter “ means the fee letter dated as of September 24, 2012 among the Borrower, Wells Fargo Securities, Wells Fargo
Bank, Merrill Lynch, Pierce, Feimer & Smith Incorporated, Bank of America, N.A., RBS Securities Inc. and The Royal Bank of Scotland plc as
amended, modified or supplemented from time to time.

“FERC “means the Federal Energy Regulatory Commission.

“Fronting Fee “ has the meaning set forth in Section 2.07(b).

“Fronting Sublimit “means, (a) for each JLA Issuing Bank, the amount of such JLA Issuing Bank’s commitment to issue and
honor payment obligations under Letters of Credit, as set forth on the JLA LIC Fronting Sublhnits Appendix hereto and (b) with respect to any
other Issuing Lender, an amount as agreed between the Borrower and such Issuing Lender.

“GAAP “ means United States generally accepted accounting principles applied on a consistent basis.

“Governmental Authority “ means any federal, state or local government, authority, agency, central bank, quasi-governmental
authority, court or other body or entity, and any arbitrator with authority to bind a party at law.

“Group of Loans” means at any time a group of Revolving Loans consisting of (1) all Revolving Loans which are Base Rate
Loans at such time or (ii) all Revolving Loans which are Euro-Dollar Loans of the same Type having the same Interest Period at such time;
provided, that, if a Loan of any particular Lender is converted to or made as a Base Rate Loan pursuant to Sections 2.15 or 2.18, such Loan shall
be included in the same Group or Groups of Loans from time to time as it would have been in if it had not been so converted or made.

“Guarantee” of or by any Person means any obligation, contingent or otherwise, of such Person guaranteeing or having the
economic effect of guaranteeing any Debt of any other Person (the “primary obligor”) in any manner, whether directly or indirectly, and including
any obligation of such Person, direct or indirect, (i) to purchase or pay (or advance or supply funds for the purchase or payment of) such Debt or
to purchase (or to advance or supply funds for the purchase of) any security for payment of such Debt, (ii) to purchase or lease property, securities
or services for the purpose of assuring the owner of such Debt of the payment of such Debt or (iii) to maintain working capital, equity capital or
any other fmancial statement condition or liquidity of the primary obligor so as to enable the primary obligor to pay such Debt; provided
however , that the term Guarantee shall not include endorsements for collection or deposit in the ordinary course of business.

Hazardous Substances “means any toxic, caustic or otherwise hazardous substance, including petroleum, its derivatives, by
products and other hydrocarbons, or any substance having any constituent elements displaying any of the foregoing characteristics.

‘ “Hybrid Securities “ means any trust preferred securities, or deferrable interest subordinated debt with a maturity of at least 20
)ars issued by the Borrower, or any business trusts, limited liability companies, limited partnerships (or similar entities) (i) all of the common

equity, general partner or similar interests of which are owned (either directly or indirectly through one or more Wholly Owned Subsidiaries) at all
times by the Borrower or any of its Subsidiaries, (ii) that have been formed for the purpose of issuing hybrid preferred securities and (iii)
substantially all the assets of which consist of (A) subordinated debt of the Borrower or a Subsidiary of the Borrower, as the case may be, and (B)
payments made from time to time on the subordinated debt.

“Indemnitee “ has the meaning set forth in Section 9.03(b).

“Interest Period “means with respect to each Euro-Dollar Loan, a period commencing on the date of borrowing specified in the
applicable Notice of Borrowing or on the date specified in the applicable Notice of Conversion/Continuation and ending one, two, three or six
months thereafter, as the Borrower may elect in the applicable notice; provided ,that:

(i) any Interest Period which would otherwise end on a day which is not a Business Day shall, subject to clauses
(iii) and (iv) below, be extended to the next succeeding Business Day unless such Business Day falls in another calendar month, in which
case such Interest Period shall end on the next preceding Business Day;

(ii) any Interest Period which begins on the last Business Day of a calendar month (or on a day for which there is
no numerically corresponding day in the calendar month at the end of such Interest Period) shall, subject to clause (iii) below, end on the
last Business Day of a calendar month; and

(iii) no Interest Period shall end after the Termination Date.

Interest Rate Protection Agreements “ means any agreement providing for an interest rate swap, cap or collar, or any other
financial agreement designed to protect against fluctuations in interest rates.

“Internal Revenue Code” means the Internal Revenue Code of 1986, as amended, or any successor statute.

“Issuing Lender” means (i) each JLA Issuing Bank, each in its capacity as an issuer of Letters of Credit under Section 3.02, and
‘ach of their respective successor or successors in such capacity, (ii) any other Lender approved as an “Issuing Lender” pursuant to Section 3.01,

d (iii) each issuer of an Existing Letter of Credit, subject in each case to the Fronting Sublimit.

Joint Lead Arrangers “ means Wells Fargo Securities , Merrill Lynch, Pierce, Fenner & Smith Incorporated, RBS Securities
Inc., Barclays Bank PLC, The Bank of Nova Scotia and Mitsubishi UFJ Financial Group, Inc., acting through The Bank of Tokyo-Mitsubishi UFJ,
Ltd. and Union Bank, N.A. , each in their capacity as joint lead arranger and joint bookrunner in respect of this Agreement.



“JLA Issuinc Bank” means Wells Fargo Bank, Bank of America, N.A.. The Royal Bank of Scotland plc, Barclays Bank PLC,
The Bank of Nova Scotia, Mitsubishi UFJ Financial Group, Inc., acting through The Bank of Tokyo-Mitsubishi UFJ, Ltd. and each other Lender
(or Affiliate of a Lender) that shall become (or whose Affiliate shall become) a joint lead arranger pursuant to the terms of the Commitment

etters.

“Lender “means each bank or other lending institution listed in the Commitment Appendix as having a Commitment, each
Eligible Assignee that becomes a Lender pursuant to Section 9.06(c) and theft respective successors and shall include, as the context may require,
each Issuing Lender and the Swingline Lender in such capacity.

Lender Default “ means (1) the failure (which has not been cured) of any Lender to make available any Loan or any
reimbursement for a drawing under a Letter of Credit or refunding of a Swingline Loan, in each case, within one Business Day from the date it is
obligated to make such amount available under the terms and conditions of this Agreement or (ii) a Lender having notified, in writing, the
Administrative Agent and the Borrower that such Lender does not intend to comply with its obligations under Article II following the appointment
of a receiver or conservator with respect to such Lender at the direction or request of any regulatory agency or authority.

Letter of Credit “ means an Existing Letter of Credit or an Additional Letter of Credit, and “Letters of Credit” means any
combination of the foregoing.

“Letter of Credit Fee “has the meaning set forth in Section 2.07(b).

Letter of Credit Liabilities “ means, for any Lender at any time, the product derived by multiplying (i) the sum, without
duplication, of (A) the aggregate amount that is (or may thereafter become) available for drawing under all Letters of Credit outstanding at such
time plus (B) the aggregate unpaid amount of all Reimbursement Obligations outstanding at such time by (ii) such Lender’s Commitment Ratio.

“Letter of Credit Request “has the meaning set forth in Section 3.03.

“LifiOR Market Index Rate “means, for any day, the rate for I month U.S. dollar deposits as reported on Reuters Screen
L1BOROI as of 11:00 a.m., London time, for such day, provided, if such day is not a London Business Day, the immediately preceding London
Business Day (or if not so reported, then as determined by the Swingline Lender from another recognized source or interbank quotation).

Lien” means, with respect to any asset, any mortgage, lien, pledge, charge, security interest or encumbrance intended to
confer or having the effect of conferring upon a creditor a preferential interest.

“Loan” means a Base Rate Loan, whether such loan is a Revolving Loan or Swingline Loan, or a Euro-Dollar Loan and
,oans” means any combination of the foregoing.

“Loan Documents “ means this Agreement and the Notes.

“London Business Day” means a day on which commercial banks are open for international business (including dealings in
Dollar deposits) in London.

“London Interbank Offered Rate” means:

(a) for any Euro-Dollar Loan for any Interest Period, the interest rate for deposits in Dollars for a period of time
comparable to such Interest Period which appears on Reuters Screen LIBORO1 at approximately 11:00 A.M. (London time) two Business Days
before the first day of such Interest Period; provided , however , that if more than one such rate is specified on Reuters Screen LIBORO1, the
applicable rate shall be the arithmetic mean of all such rates (rounded upwards, if necessary, to the nearest 1/100 of 1%). If for any reason such
rate is not available on Reuters Screen LIBORO1. the term “London Interbank Offered Rate” means for any Interest Period, the arithmetic mean of
the rate per annum at which deposits in Dollars are offered by first class banks in the London interbank market to the Administrative Agent at
approximate]y 11:00 A.M. (London time) two Business Days before the first day of such Interest Period in an amount approximately equal to the
principal amount of the Euro-Dollar Loan of Wells Fargo Bank to which such Interest Period is to apply and for a period of time comparable to
such Interest Period.

(b) for any interest rate calculation with respect to a Base Rate Loan, the interest rate for deposits in Dollars for a period
equal to one month (commencing on the date of determination of such interest rate) which appears on Reuters Screen LifiOROI at approximately
11:00 A.M. (London time) on such date of determination (provided that if such day is not a Business Day for which a London Jnterbank Offered
Rate is quoted, the next preceding Business Day for which a London Interbank Offered Rate is quoted); provided, however, that if more than one
such rate is specified on Reuters Screen LIBORO1, the applicable rate shall be the arithmetic mean of all such rates (rounded upwards, if
necessary, to the nearest 1/100 of 1%). If for any reason such rate is not available on Reuters Screen LIBOROI, the term “London Interbank
Offered Rate” means for any applicable one-month interest period, the arithmetic mean of the rate per annum at which deposits in Dollars are
offered by first class banks in the London interbank market to the Administrative Agent at approximately 11:00 A.M. (London time) on such date
of determination (provided that if such day is not a Business Day for which a London Interbank Offered Rate is quoted, the next preceding
Business Day for which a London Interbank Offered Rate is quoted) in an amount approximately equal to the principal amount of the Base Rate

L)oan of Wells Fargo Bank.

“Mandatory Letter of Credit Borrowing “has the meaning set forth in Section 3.09.

“Margin Stock “ means “margin stock” as such term is defmed in Regulation U.



“Material Adverse Effect” means (i) any material adverse effect upon the business, assets, fmancial condition or operations of
the Borrower or the Borrower and its Subsidiaries, taken as a whole; (ii) a material adverse effect on the ability of the Borrower to perform its
obligations under this Agreement. the Notes or the other Loan Documents or (iii) a material adverse effect on the validity or enforceability of this

greement, the Notes or any of the other Loan Documents.

“Material Debt “ means Debt (other than the Notes) of the Borrower in a principal or face amount exceeding $50,000,000.

“Material Plan “means at any time a Plan or Plans having aggregate Unfunded Liabilities in excess of $50,000,000. _for the
avoidance of doubt, where any two or more Plans, which individually do not have Unfunded Liabilities in excess of $50,000,000, but collectively
have aggregate Unfunded Liabilities in excess of $50,000,000, all references to Material Plan shall be deemed to apply to such Plans as a group.

“Moody’s “means Moody’s Investors Service, Inc., a Delaware corporation. and its successors or, absent any such successor,
such nationally recognized statistical rating organization as the Borrower and the Administrative Agent may select.

Multiemployer Plan “ means at any time an employee pension benefit plan within the meaning of Section 4001(a)(3) of
ERISA to which any member of the ERISA Group is then making or accruing an obligation to make contributions or has within the preceding five
plan years made contributions.

“New Lender” means with respect to any event described in Section 2.08(b), an Eligible Assignee which becomes a Lender
hereunder as a result of such event, and “New Lenders” means any two or more of such New Lenders.

“Non-Defaultinu Lender” means each Lender other than a Defaulting Lender, and “Non-Defaulting Lenders” means any two or
more of such Lenders.

“Non-Recourse Debt” shall mean Debt that is nonrecourse to the Borrower or any asset of the Borrower.

“Non-U.S. Lender “has the meaning set forth in Section 2.17(e).

“f” shall mean a promissory note, substantially in the form of Exhibit B hereto, issued at the request of a Lender evidencing
the obligation of the Borrower to repay outstanding Revolving Loans or Swingline Loans, as applicable.

“Notice of Borrowing “has the meaning set forth in Section 2.03.

“Notice of ConversionlContinuation “has the meaning set forth in Section 2.06(d)(ii).

“Obligations “means:

(i) all principal of and interest (including, without limitation, any interest which accrues after the commencement
of any case, proceeding or other action relating to the bankruptcy, insolvency or reorganization of the Borrower, whether or not allowed
or allowable as a claim in any such proceeding) on any Loan, fees payable or Reimbursement Obligation under, or any Note issued
pursuant to. this Agreement or any other Loan Document;

(ii) all other amounts now or hereafter payable by the Borrower and all other obligations or liabilities now
existing or hereafter arising or inculTed (including, without limitation, any amounts which accrue after the commencement of any case,
proceeding or other action relating to the bankruptcy, insolvency or reorganization of the Borrower, whether or not allowed or allowable
as a claim in any such proceeding) on the part of the Borrower pursuant to this Agreement or any other Loan Document;

(iii) all expenses of the Agents as to which such Agents have a right to reimbursement under Section 9.03(a)
hereof or under any other similar provision of any other Loan Document; and

(iv) all amounts paid by any Indenmitee as to which such Indemnitee has the right to reimbursement under
Section 9.03 hereof or under any other similar provision of any other Loan Document;

together lii each case with all renewals, modifications, consolidations or extensions thereof.

“OFAC “ means the U.S. Department of the Treasury’s Office of Foreign Assets Control.

Other Taxes “has the meaning set forth in Section 2.17(b).

“Participant “has the meaning set forth in Section 9.06(b).

“Participant Register” has the meaning set forth in Section 9.06(b).

“PBGC” means the Pension Benefit Guaranty Corporation or any entity succeeding to any or all of its functions under ERISA.

“Permitted Business “with respect to any Person means a business that is the same or similar to the business of the Borrower or
any Subsidiary as of the Effective Date, or any business reasonably related thereto.



Person “ means an individual, a corporation, a partnership, an association, a limited liability company, a trust or an
unincorporated association or any other entity or organization, including a government or political subdivision or an agency or instrumentality
thereof.

e “Plan” means at any time an employee pension benefit plan (including a Multiemployer Plan) which is covered by Title IV of
SA or subject to the minimum funding standards under Section 412 of the Internal Revenue Code and either (1) is maintained, or contributed

i, by any member of the ERISA Group for employees of any member of the ERISA Group or (ii) has at any time within the preceding five years
been maintained, or contributed to, by any Person which was at such time a member of the ERISA Group for employees of any Person which was
at such time a member of the ERISA Group.

“Prime Rate “means the rate of interest publicly announced by Wells Fargo Bank from time to time as its Prime Rate.

“PUC” has the meaning set forth in Section 4.01(h).

“PUC Order “has the meaning set forth in Section 4.01(h).

“Quarterly Date” means the last Business Day of each of March, June, September and December.

“Rating Agency” means S&P or Moody’s, and “Rating Agencies” means both of them.

“Register” has the meaning set forth in Section 9.06(e).

“Regulation U “ means Regulation U of the Board of Governors of the Federal Reserve System, as amended, or any successor
regulation.

“Regulation X “ means Regulation X of the Board of Governors of the Federal Reserve System, as amended, or any successor
regulation.

“Reimbursement Obligations “means at any time all obligations of the Borrower to reimburse the Issuing Lenders pursuant to
Section 3.07 for amounts paid by the Issuing Lenders in respect of drawings under Letters of Credit, including any portion of any such obligation
to which a Lender has become subrogated pursuant to Section 3.09.

“Replacement Date “has the meaning set forth in Section 2.08(b).

“Replacement Lender” has the meaning set forth in Section 2.08(b).

Required Lenders “ means at any time Non-Defaulting Lenders having at least 51% of the aggregate amount of the
Commitments of all Non-Defaulting Lenders or, if the Commitments shall have been terminated, having at least 51% of the aggregate amount of
the Revolving Outstandings of the Non-Defaulting Lenders at such time.

Responsible Officer “ means, as to any Person, the chief executive officer, president, chief financial officer, controller.
treasurer or assistant treasurer of such Person or any other officer of such Person reasonably acceptable to the Administrative Agent. Any
document delivered hereunder that is signed by a Responsible Officer of a Person shall be conclusively presumed to have been authorized by all
necessary corporate, partnership and/or other action on the part of such Person and such Responsible Officer shall be conclusively presmned to
have acted on behalf of such Person.

“Retiring Lender” means a Lender that ceases to be a Lender hereunder pursuant to the operation of Section 2.08(b).

“Revolving “ means, when used with respect to (i) a Borrowing, a Borrowing made by the Borrower under Section 2.01, as
identified in the Notice of Borrowing with respect thereto, a Borrowing of Revolving Loans to refund outstanding Swingline Loans pursuant to
Section 2.02(b)(i). or a Mandatory Letter of Credit Borrowing and (ii) a Loan, a Loan made under Section 2.01: provided , that, if any such loan or
loans (or portions thereof) are combined or subdivided pursuant to a Notice of Conversion/Continuation, the term “Revolving Loan” shall refer to
the combined principal amount resulting from such combination or to each of the separate principal amounts resulting from such subdivision, as
the case may be.

“Revolving Outstandings “means at any time, with respect to any Lender, the sum of (i) the aggregate principal amount of such
Lender’s outstanding Revolving Loans plus (ii) the aggregate amount of such Lender’s Swingline Exposure plus (iii) aggregate amount of such
Lender’s Letter of Credit Liabilities.

“Revolving Outstandings Excess “ has the meaning set forth in Section 2.09.

Sanctioned Entity” shall mean (i) an agency of the government of, (ii) an organization directly or indirectly controlled by, or
(iii) a Person resident in, a country that is subject to a sanctions program identified on the list maintained by OFAC and available at
ttp://www.treas.gov/offices/enforcernent/ofac/sanctions/index.html, or as otherwise published from time to time as such program may be
plicable to such agency, organization or Person.

Sanctioned Person” shall mean a Person named on the list of Specially Designated Nationals or Blocked Persons maintained
by OFAC available at hftp://www.treas.gov/offices/enforcement/ofac/sdnlindex.htrnl, or as otherwise published from time to time.

-- --



“$“ means the Securities and Exchange Commission.

“S&P” means Standard & Poor’s Ratings Group, a division of McGraw Hill, Inc., a New York corporation, and its successors
or, absent any such successor, such nationally recognized statistical rating organization as the Borrower and the Administrative Agent may select.

“Subsidiary “means any Corporation, a majority of the outstanding Voting Stock of which is owned, directly or indirectly, by
e Borrower or one or more other Subsidiaries of the Borrower.

Swingline Borrowing “ means a Borrowing made by the Borrower under Section 2.02, as identified in the Notice of
Borrowing with respect thereto.

Swingline Exposure “ means, for any Lender at any time, the product derived by multiplying (i) the aggregate principal
amount of all outstanding Swingline Loans at such time by (ii) such Lender’s Commitment Ratio.

“Swingline Lender” means Wells Fargo Bank, in its capacity as Swingline Lender.

“Swingline Loan “ means any swingline loan made by the Swingline Lender to the Borrower pursuant to Section 2.02.

“Swingline Sublimit “means the lesser of(a) $10,000,000 and (b) the aggregate Commitments of all Lenders.

“Swingline Termination Date “means the first to occur of (a) the resignation of Wells Fargo Bank as Administrative Agent in
accordance with Section 8.09 and (b) the Termination Date.

“Syndication Agents “ means Bank of America, N.A. and The Royal Bank of Scotland plc, each in its capacity as a syndication
agent in respect of this Agreement.

Synthetic Lease “means any synthetic lease, tax retention operating lease, off-balance sheet loan or similar off-balance sheet
fmancing product where such transaction is considered borrowed money indebtedness for tax purposes but is classified as an operating lease in
accordance with GAAP.

“Taxes” has the meaning set forth in Section 2.17(a).

“Termination Date” means the earliest to occur of(a) October 18, 2017 and (b) such earlier date upon which all Commitments
shall have been terminated in their entirety in accordance with this Agreement.

“ypg”, when used in respect of any Loan or Borrowing, shall refer to the rate by reference to which interest on such Loan or
on the Loans comprising such Borrowing is determined.

“Unfunded Liabilities” means, with respect to any Plan at any time, the amount (if any) by which (i) the value of all benefit
liabilities under such Plan, determined on a plan termination basis using the assumptions prescribed by the PBGC for purposes of Section 4044 of
ERISA, exceeds (ii) the fair market value of all Plan assets allocable to such liabilities under Title IV of ERISA (excluding any accrued but unpaid
contributions), all determined as of the then most recent valuation date for such Plan, but only to the extent that such excess represents a potential
liability of a member of the ERISA Group to the PBGC or any other Person under Title IV of ERISA.

United States “ means the United States of America, including the States and the District of Columbia, but excluding its
territories and possessions.

“Voting Stock “means stock (or other interests) of a Corporation having ordinary voting power for the election of directors,
managers or trustees thereof, whether at all times or only so long as no senior class of stock has such voting power by reason of any contingency.

“Wells Fargo Bank” means Wells Fargo Bank, National Association, and its successors.

“Wells Fargo Securities “ means Wells Fargo Securities, LLC, and its successors and assigns.

“Wholly Owned Subsidiary” means, with respect to any Person at any date, any Subsidiary of such Person all of the Voting
Stock of which (except directors’ qualifying shares) is at the time directly or indirectly owned by such Person.

ARTICLE II
THE CREDITS

Section 2.01. Commitments to Lend. Each Lender severally agrees, on the terms and conditions set forth in this Agreement, to make
Revolving Loans to the Borrower pursuant to this Section 2.01 from time to time during the Availability Period in amounts such that its Revolving
Outstandings shall not exceed its Commitment; provided , that, immediately after giving effect to each such Revolving Loan, the aggregate

,.
nrincipal amount of all outstanding Revolving Loans (after giving effect to any amount requested) shall not exceed the aggregate Commitments
)the sum of all outstanding Swingline Loans and Letter of Credit Liabilities. Each Revolving Borrowing (other than Mandatory Letter of

“—iredit Borrowings) shall be in an aggregate principal amount of $10,000,000 or any larger integral multiple of $1,000,000 (except that any such
Borrowing may be in the aggregate amount of the unused Commitments) and shall be made from the several Lenders ratably in proportion to their
respective Coimnitments. Within the foregoing limits, the Borrower may borrow under this Section 2.01, repay, or, to the extent permitted by
Section 2.10, prepay, Revolving Loans and reborrow under this Section 2.01.



Section 2.02. Swingline Loans

(a) Avai1abi1it. Subject to the terms and conditions of this Agreement, the Swingline Lender agrees to make Swingline
oans to the Borrower from time to time from the Effective Date through, but not including, the Swingline Termination Date; provided , that the

egate principal amount of all outstanding Swingline Loans (after giving effect to any amount requested), shall not exceed the lesser of (1) the
gregate Commitments less the sum of the aggregate principal amount of all outstanding Revolving Loans and all outstanding Letter of Credit

Liabilities and (ii) the Swingline Sublimit; and provided further , that the Borrower shall not use the proceeds of any Swingline Loan to refmance
any outstanding Swingline Loan. Each Swingline Loan shall be in an aggregate principal amount of $2,000,000 or any larger integral multiple of
$500,000 (except that any such Borrowing may be in the aggregate amount of the unused Swingline Sublimit). Within the foregoing limits, the
Borrower may borrow, repay and reborrow Swingline Loans, in each case under this Section 2.02. Each Swingline Loan shall be a Base Rate
Loan.

(b) Refunding.

(i) Swingline Loans shall be refunded by the Lenders on demand by the Swingline Lender. Such
refundings shall be made by the Lenders in accordance with their respective Commitment Ratios and shall thereafter be reflected as
Revolving Loans of the Lenders on the books and records of the Administrative Agent. Each Lender shall fund its respective
Commitment Ratio of Revolving Loans as required to repay Swingline Loans outstanding to the Swingline Lender upon demand by the
Swingline Lender but in no event later than 1:00 P.M. (Charlotte, North Carolina time) on the next succeeding Business Day after such
demand is made. No Lender’s obligation to fund its respective Commitment Ratio of a Swingline Loan shall be affected by any other
Lender’s failure to fund its Commitment Ratio of a Swingline Loan, nor shall any Lender’s Commitment Ratio be increased as a result of
any such failure of any other Lender to fund its Commitment Ratio of a Swingline Loan.

(ii) The Borrower shall pay to the Swingline Lender on demand, and in no case more than fourteen (14)
days after the date that such Swingline Loan is made, the amount of such Swingline Loan to the extent amounts received from the
Lenders are not sufficient to repay in full the outstanding Swingline Loans requested or required to be refunded. In addition, the
Borrower hereby authorizes the Administrative Agent to charge any account maintained by the Borrower with the Swingline Lender (up
to the amount available therein) in order to immediately pay the Swingline Lender the amount of stich Swingline Loans to the extent
amounts received from the Lenders are not sufficient to repay in full the outstanding Swingline Loans requested or required to be
refunded. If any portion of any such amount paid to the Swingline Lender shall be recovered by or on behalf of the Borrower from the
Swingline Lender in bankruptcy or otherwise, the loss of the amount so recovered shall be ratably shared among all the Lenders in
accordance with their respective Commitment Ratios (unless the amounts so recovered by or on behalf of the Borrower pertain to a
Swingline Loan extended after the occurrence and during the continuance of an Event of Default of which the Administrative Agent has
received notice in the manner required pursuant to Section 8.05 and which such Event of Default has not been waived by the Required
Lenders or the Lenders, as applicable).

(iii) Each Lender acknowledges and agrees that its obligation to refund Swingline Loans (other than
Swingline Loans extended after the occurrence and during the continuation of an Event of Default of which the Administrative Agent has
received notice in the maimer required pursuant to Section 8.05 and which such Event of Default has not been waived by the Required
Lenders or the Lenders, as applicable) in accordance with the terms of this Section is absolute and unconditional and shall not be affected
by any circumstance whatsoever, including, without limitation, non-satisfaction of the conditions set forth in Article IV. Further, each
Lender agrees and acknowledges that if prior to the refunding of any outstanding Swingline Loans pursuant to this Section, one of the
events described in Section 7.01(h) or (i) shall have occurred, each Lender will, on the date the applicable Revolving Loan would have
been made, purchase an undivided participating interest in the Swingline Loan to be refunded in an amount equal to its Commitment
Ratio of the aggregate amount of such Swingline Loan. Each Lender will immediately transfer to the Swingline Lender, in inimediately
available funds, the amount of its participation and upon receipt thereof the Swingline Lender will deliver to such Lender a certificate
evidencing such participation dated the date of receipt of such funds and for such amount. Whenever, at any time after the Swingline
Lender has received from any Lender such Lender’s participating interest in a Swingline Loan, the Swingline Lender receives any
payment on account thereof the Swingline Lender will distribute to such Lender its participating interest in such amount (appropriately
adjusted, in the case of interest payments, to reflect the period of time during which such Lender’s participating interest was outstanding
and funded).

Section 2.03. Notice of Borrowings. The Borrower shall give the Administrative Agent notice substantially in the form of Exhibit A
I hereto (a “Notice of Borrowinc “) not later than (a) 11:30 A.M. (Charlotte. North Carolina time) on the date of each Base Rate Borrowing and
(b) 12:00 Noon (Charlotte, North Carolina time) on the third Business Day before each Euro-Dollar Borrowing, specifying:

(i) the date of such Borrowing, which shall be a Business Day;

(ii) the aggregate amount of such Borrowing;

(iii) whether such Borrowing is comprised of Revolving Loans or a Swingline Loan;

(iv) in the case of a Revolving Borrowing, the initial Type of the Loans comprising such Borrowing; and

(v) in the case of a Euro-Dollar Borrowing, the duration of the initial Interest Period applicable thereto,
subject to the provisions of the definition of Interest Period.

Notwithstanding the foregoing, no more than six (6) Groups of Euro-Dollar Loans shall be outstanding at any one time, and any Loans which



would exceed such limitation shall be made as Base Rate Loans.

Section 2.04. Notice to Lenders; funding of Revolving Loans and Swingline Loans.

(a) Notice to Lenders. Upon receipt of a Notice of Borrowing (other than in respect of a Borrowing of a Swingline Loan),
Administrative Agent shall promptly noti’ each Lender of such Lender’s ratable share (if any) of the Borrowing referred to in the Notice of

orrowing, and such Notice of Borrowing shall not thereafter be revocable by the Borrower.

(b) Funding ofLoans. Not later than (a) 1:00 P.M. (Charlotte, North Carolina time) on the date of each Base Rate
Borrowing and (b) 12:00 Noon (Charlotte. North Carolina time) on the date of each Euro-Dollar Borrowing, each Lender shall make available its
ratable share of such Borrowing, in Federal or other funds immediately available in Charlotte, North Carolina, to the Administrative Agent at its
address referred to in Section 9.01. Unless the Administrative Agent detennines that any applicable condition specified in Article W has not been
satisfied, the Administrative Agent shall apply any funds so received in respect of a Borrowing available to the Borrower at the Administrative
Agent’s address not later than (a) 3:00 P.M. (Charlotte, North Carolina time) on the date of each Base Rate Borrowing and (b) 2:00 P.M.
(Charlotte, North Carolina time) on the date of each Euro-Dollar Borrowing. Revolving Loans to be made for the purpose of refunding Swingline
Loans shall be made by the Lenders as provided in Section 2.02(b).

(c) Funding By the Administrative Acent in Anticipation of Amounts Due from the Lenders. Unless the Administrative
Agent shall have received notice from a Lender prior to the date of any Borrowing (except in the case of a Base Rate Borrowing, in which case
prior to the time of such Borrowing) that such Lender will not make available to the Administrative Agent such Lender’s share of such Borrowing,
the Administrative Agent may assume that such Lender has made such share available to the Administrative Agent on the date of such Borrowing
in accordance with subsection (b) of this Section, and the Administrative Agent may, in reliance upon such assumption, make available to the
Borrower on such date a corresponding amount. If and to the extent that such Lender shall not have so made such share available to the
Administrative Agent, such Lender and the Borrower severally agree to repay to the Administrative Agent forthwith on demand such
corresponding amount, together with interest thereon for each day from the date such amount is made available to the Borrower until the date such
amount is repaid to the Administrative Agent at (1) a rate per annum equal to the higher of the federal Funds Rate and the interest rate applicable
thereto pursuant to Section 2.06, in the case of the Borrower, and (ii) the Federal Funds Rate, in the case of such Lender. My payment by the
Borrower hereunder shall be without prejudice to any claim the Borrower may have against a Lender that shall have failed to make its share of a
Borrowing available to the Administrative Agent. If such Lender shall repay to the Administrative Agent such corresponding amount, such
amount so repaid shall constitute such Lender’s Loan included in such Borrowing for purposes of this Agreement.

(d) Obligations of Lenders Several. The failure of any Lender to make a Loan required to be made by it as part of any
Borrowing hereunder shall not relieve any other Lender of its obligation, if any, hereunder to make any Loan on the date of such Borrowing, but
no Lender shall be responsible for the failure of any other Lender to make the Loan to be made by such other Lender on such date of Borrowing.

Section 2.05. Noteless Agreement; Evidence of Indebtedness.

(a) Each Lender shall maintain in accordance with its usual practice an account or accounts evidencing the indebtedness of
the Borrower to such Lender resulting from each Loan made by such Lender from time to time, including the amounts of principal and interest
payable and paid to such Lender from time to time hereunder.

(b) The Administrative Agent shall also maintain accounts in which it will record (a) the amount of each Loan made
hereunder, the Type thereof and the Interest Period with respect thereto, (b) the amount of any principal or interest due and payable or to become
due and payable from the Borrower to each Lender hereunder and (c) the amount of any sum received by the Administrative Agent hereunder
from the Borrower and each Lender’s share thereof.

(c) The entries maintained in the accounts maintained pursuant to paragraphs (a) and (b) above shall be prima facie
evidence of the existence and amounts of the Obligations therein recorded; provided , however, that the failure of the Administrative Agent or
any Lender to maintain such accounts or any error therein shall not in any manner affect the obligation of the Borrower to repay the Obligations in
accordance with their terms.

(d) Any Lender may request that its Loans be evidenced by a Note. In such event, the Borrower shall prepare, execute and
deliver to such Lender a Note payable to the order of such Lender. Thereafter, the Loans evidenced by such Note and interest thereon shall at all
times (including after any assigmnent pursuant to Section 9.06(c)) be represented by one or more Notes payable to the order of the payee named
therein or any assignee pursuant to Section 9.06(c), except to the extent that any such Lender or assignee subsequently returns any such Note for
cancellation and requests that such Loans once again be evidenced as described in paragraphs (a) and (b) above.

Section 2.06. Interest Rates

(a) Interest Rate Options. The Loans shall, at the option of the Borrower and except as otherwise provided herein, be
incurred and maintained as, or converted into, one or more Base Rate Loans or Euro-Dollar Loans.

(b) Base Rate Loans. Each Loan which is made as, or converted into, a Base Rate Loan (other than a Swingline Loan)

j
shall bear interest on the outstanding principal amount thereof, for each day from the date such Loan is made as, or converted into, a Base Rate

an until it becomes due or is converted into a Loan of any other Type, at a rate per annum equal to the swn of the Base Rate for such day plus
e Applicable Percentage for Base Rate Loans for such day. Each Loan which is made as a Swingline Loan shall bear interest on the outstanding

principal amount thereof, for each day from the date such Loan is made until it becomes due at a rate per annum equal to the LIBOR Market Index
Rate for such day plus the Applicable Percentage for Euro-Dollar Loans for such day. Such interest shall, in each case, be payable quarterly in
arrears on each Quarterly Date (or. with respect to Base Rate Loans that are Swingline Loans, as the Swingline Lender and the Borrower may



otherwise agree in writing) and, with respect to the principal amount of any Base Rate Loan (other than a Swingline Loan)
converted to a Euro-Dollar Loan, on the date such Base Rate Loan is so converted. Any overdue principal of or interest on any Base Rate Loan
shall bear interest, payable on demand, for each day until paid at a rate per annum equal to the sum of 2% plus the rate otherwise applicable to
Base Rate Loans for such day.

(c) Euro-Dollar Loans. Each Euro-Dollar Loan shall bear interest on the outstanding principal amount thereof, for each
y during the Interest Period applicable thereto, at a rate per annum equal to the sum of the Adjusted London Interbank Offered Rate for such

Interest Period plus the Applicable Percentage for Euro-Dollar Loans for such day. Such interest shall be payable for each Interest Period on the
last day thereof and, if such Interest Period is longer than three months, at intervals of three months after the first day thereof. Any overdue
principal of or interest on any Euro-Dollar Loan shall bear interest, payable on demand, for each day until paid at a rate per annum equal to the
sum of 2% plus the sum of (A) the Adjusted London Interbank Offered Rate applicable to such Loan at the date such payment was due plus (B)
the Applicable Percentage for Euro-Dollar Loans for such day (or, if the circumstance described in Section 2.14 shall exist, at a rate per annum
equal to the sum of 2% plus the rate applicable to Base Rate Loans for such day).

(d) Method of Electing Interest Rates.

(i) Subject to Section 2.06(a), the Loans included in each Revolving Borrowing shall bear interest initially
at the type of rate specified by the Borrower in the applicable Notice of Borrowing. Thereafter, with respect to each Group of Loans, the
Borrower shall have the option (A) to convert all or any part of (y) so long as no Default is in existence on the date of conversion,
outstanding Base Rate Loans to Euro-Dollar Loans and (z) outstanding Euro-Dollar Loans to Base Rate Loans; provided , in each case,
that the amount so converted shall be equal to $10,000,000 or any larger integral multiple of $1,000,000, or (B) upon the expiration of
any Interest Period applicable to outstanding Euro-Dollar Loans, so long as no Default is in existence on the date of continuation, to
continue all or any portion of such Loans, equal to $10,000,000 and any larger integral multiple of $1,000,000 in excess of that amount as
Euro-Dollar Loans. The Interest Period of any Base Rate Loan converted to a Euro-Dollar Loan pursuant to clause(A) above shall
commence on the date of such conversion. The succeeding Interest Period of any Euro-Dollar Loan continued pursuant to clause (B)
above shall commence on the last day of the Interest Period of the Loan so continued. Euro-Dollar Loans may only be converted on the
last day of the then current Interest Period applicable thereto or on the date required pursuant to Section 2.18.

(ii) The Borrower shall deliver a written notice of each such conversion or continuation (a “Notice of
Conversion/Continuation “) to the Administrative Agent no later than (A) 12:00 Noon (Charlotte, North Carolina time) at least three (3)
Business Days before the effective date of the proposed conversion to, or continuation of, a Euro Dollar Loan and (B) 11:30 A.M.
(Charlotte, North Carolina time) on the day of a conversion to a Base Rate Loan. A written Notice of Conversion/Continuation shall be
substantially in the form of Exhibit A-2 attached hereto and shall specify: (A) the Group of Loans (or portion thereof) to which such
notice applies, (B) the proposed conversion/continuation date (which shall be a Business Day), (C) the aggregate amount of the Loans
being converted/continued, (D) an election between the Base Rate and the Adjusted London Interbank Offered Rate and (E) in the case of
a conversion to, or a continuation of, Euro-Dollar Loans, the requested Interest Period. Upon receipt of a Notice of
Conversion/Continuation, the Administrative Agent shall give each Lender prompt notice of the contents thereof and such Lender’s pro
rata share of all conversions and continuations requested therein. If no timely Notice of Conversion/Continuation is delivered by the
Borrower as to any Euro-Dollar Loan, and such Loan is not repaid by the Borrower at the end of the applicable Interest Period, such Loan
shall be converted automatically to a Base Rate Loan on the last day of the then applicable Interest Period.

(e) Determination and Notice of Interest Rates. The Administrative Agent shall determine each interest rate applicable to
the Loans hereunder. The Administrative Agent shall give prompt notice to the Borrower and the participating Lenders of each rate of interest so
detennined, and its determination thereof shall be conclusive in the absence of manifest error. Any notice with respect to Euro-Dollar Loans shall.
without the necessity of the Administrative Agent so stating in such notice, be subject to adjustments in the Applicable Percentage applicable to
such Loans after the beginning of the Interest Period applicable thereto. When during an Interest Period any event occurs that causes an
adjustment in the Applicable Percentage applicable to Loans to which such Interest Period is applicable, the Administrative Agent shall give
prompt notice to the Borrower and the Lenders of such event and the adjusted rate of interest so detennined for such Loans, and its detennination
thereof shall be conclusive in the absence of manifest error.

Section 2.07. Fees.

(a) Commitment Fees. The Borrower shall pay to the Administrative Agent for the account of each Lender a fee (the”
Commitment fee “) for each day at a rate per annum equal to the Applicable Percentage for the Commitment fee for such day. The Commitment
Fee shall accrue from and including the Effective Date to but excluding the last day of the Availability Period on the amount by which such
Lender’s Commitment exceeds the sum of its Revolving Outstandings (solely for this purpose, exclusive of Swingline Exposure) on such
day. The Commitment Fee shall be payable on the last day of each of March, June, September and December and on the Termination Date.

(b) Letter of Credit fees. The Borrower shall pay to the Administrative Agent a fee (the “ Letter of Credit fee “) for each
day at a rate per annum equal to the Applicable Percentage for the Letter of Credit fee for such day. The Letter of Credit Fcc shall accrue from
and including the Effective Date to but excluding the last day of the Availability Period on the aggregate amount available for drawing under any
Letters of Credit outstanding on such day and shall be payable for the account of the Lenders ratably in proportion to their participations in such
Letter(s) of Credit. In addition, the Borrower shall pay to each Issuing Lender a fee (the “Fronting F cc “) in respect of each Letter of Credit
issued by such Issuing Lender computed at the rate of 0.20% per annum on the average amount available for drawing under such Letter(s) of

edit. Fronting Fees shall be due and payable quarterly in arrears on each Quarterly Date and on the Termination Date (or such earlier date as all
etters of Credit shall be canceled or expire). In addition, the Borrower agrees to pay to each Issuing Lender, upon each issuance of, payment

under, and/or amendment of, a Letter of Credit, such amount as shall at the time of such issuance, payment or amendment be the administrative
charges and expenses which such Issuing Lender is customarily charging for issuances of. payments under, or amendments to letters of credit
issued by it.



(c) Payments. Except as otherwise provided in this Section 2.07, accrued fees under this Section 2.07 in respect of Loans
and Letter of Credit Liabilities shall be payable quarterly in arrears on each Quarterly Date, on the last day of the Availability Period and, if later,
on the date the Loans and Letter of Credit Liabilities shall be repaid in their entirety. Fees paid hereunder shall not be refundable under any

1,.....Qcumstances.

Section 2.08. Adjustments of Commitments.

(a) Optional Termination or Reductions of Commitments (Pro-Rata). The Borrower may, upon at least three Business
Days’ prior written notice to the Administrative Agent, permanently (i) terminate the Commitments, if there are no Revolving Outstandings at
such time or (ii) ratably reduce from time to time by a minimum amount of $10,000,000 or any larger integral multiple of $5,000,000, the
aggregate amount of the Commitments in excess of the aggregate Revolving Outstandings. Upon receipt of any such notice, the Administrative
Agent shall promptly noti1’ the Lenders. If the Commitments are terminated in their entirety, all accrued fees shall be payable on the effective
date of such termination.

(b) Optional Termination of Commitments (Non-Pro-Rata). If (i) any Lender has demanded compensation or
indenmification pursuant to Sections 2.14, 2.15, 2.16 or 2.17, (ii) the obligation of any Lender to make Euro-Dollar Loans has been suspended
pursuant to Section 2.15 or (iii) any Lender is a Defaulting Lender (each such Lender described in clauses (i), (ii) or (iii) being a “ Retiring Lender
“), the Borrower shall have the right, if no Default then exists, to replace such Lender with one or more Eligible Assignees (which may be one or
more of the Continuing Lenders) (each a “Replacement Lender” and, collectively, the “ Replacement Lenders “) reasonably acceptable to the
Administrative Agent. The replacement of a Retiring Lender pursuant to this Section 2.08(b) shall be effective on the tenth Business Day (the
Replacement Date “) following the date of notice given by the Borrower of such replacement to the Retiring Lender and each Continuing Lender
through the Administrative Agent, subject to the satisfaction of the following conditions:

(i) the Replacement Lender shall have satisfied the conditions to assignment and assumption set forth in Section 9.06
(c) (with all fees payable pursuant to Section 9.06(c) to be paid by the Borrower) and, in connection therewith, the Replacement Lender
(s) shall pay:

(A) to the Retiring Lender an amount equal in the aggregate to the sum of (x)
the principal of, and all accrued but unpaid interest on, all outstanding Loans of the Retiring Lender, (y) all unpaid
drawings that have been funded by (and not reimbursed to) the Retiring Lender under Section 3.10, together with all
accrued but unpaid interest with respect thereto and (z) all accrued but unpaid fees owing to the Retiring Lender
pursuant to Section 2.07; and

(B) to the Swingline Lender an amount equal to the aggregate amount owing by
the Retiring Lender to the Swingline Lender in respect of all unpaid refundings of Swingline Loans requested by the
Swingline Lender pursuant to Section 2.02(b)(i), to the extent such amount was not theretofore funded by such Retiring
Lender; and

(C) to the Issuing Lenders an amount equal to the aggregate amount owing by
the Retiring Lender to the Issuing Lenders as reimbursement pursuant to Section 3.09, to the extent such amount was
not theretofore funded by such Retiring Lender; and

(ii) the Borrower shall have paid to the Administrative Agent for the account of the Retiring Lender an
amount equal to all obligations owing to the Retiring Lender by the Borrower pursuant to this Agreement and the other Loan Documents
(other than those obligations of the Borrower referred to in clause (i)(A) above).

On the Replacement Date, each Replacement Lender that is a New Lender shall become a Lender hereunder and shall succeed to
the obligations of the Retiring Lender with respect to outstanding Swingline Loans and Letters of Credit to the extent of the Commitment of the
Retiring Lender assumed by such Replacement Lender, and the Retiring Lender shall cease to constitute a Lender hereunder; provided . that the
provisions of Sections 2.12, 2.16 , 2.17 and 9.t)3 of this Agreement shall continue to inure to the benefit of a Retiring Lender with respect to any
Loans made, any Letters of Credit issued or any other actions taken by such Retiring Lender while it was a Lender.

In lieu of the foregoing, subject to Section 2.08(e), upon express written consent of Continuing Lenders holding more than 50%
of the aggregate amount of the Coim-nitments of the Continuing Lenders, the Borrower shall have the right to permanently terminate the
Commitment of a Retiring Lender in full. Upon payment by the Borrower to the Administrative Agent for the account of the Retiring Lender of
an amount equal to the sum of (i) the aggregate principal amount of all Loans and Reimbursement Obligations owed to the Retiring Lender and
(ii) all accrued interest, fees and other amounts owing to the Retiring Lender hereunder, including, without limitation, all amounts payable by the
Borrower to the Retiring Lender under Sections 2.12, 2.16 , 2.17 or 9.03 , such Retiring Lender shall cease to constitute a Lender hereunder;
provided , that the provisions of Sections 2.12, 2.16 , 2.17 and 9.03 of this Agreement shall inure to the benefit of a Retiring Lender with respect
to any Loans made, any Letters of Credit issued or any other actions taken by such Retiring Lender while it was a Lender.

(c) Optional Termination of Defaulting Lender Commitment (Non-Pro-Rata). At any time a Lender is a Defaulting
Lender, subject to Section 2.08(e), the Borrower may terminate in full the Commitment of such Defaulting Lender by giving notice to such

jefaulting Lender and the Administrative Agent, provided, that, (i) at the time of such termination, (A) no Default has occurred and is continuing
“--—6r alternatively, the Required Lenders shall consent to such termination) and (B) either (x) no Revolving Loans or Swingline Loans are

outstanding or(y) the aggregate Revolving Outstandings of such Defaulting Lender in respect of Revolving Loans is zero; (ii) concurrently with
such termination, the aggregate Commitments shall be reduced by the Commitment of the Defaulting Lender; and (iii) concurrently with any
subsequent payment of interest or fees to the Lenders with respect to any period before the termination of a Defaulting Lender’s Commitment, the



Borrower shall pay to such Defaulting Lender its ratable share (based on its Commitment Ratio before giving effect to such
termination) of such interest or fees, as applicable. The termination of a Defaulting Lender’s Commitment pursuant to this Section 2.08(c) shall
not be deemed to be a waiver of any right that the Borrower, Administrative Agent, any Issuing Lender or any other Lender may have against such
Defaulting Lender.

(d) Termination Date. The Comniitments shall terminate on the Termination Date.

(e) Redetermination of Commitment Ratios . On the date of termination of the Commitment of a Retiring Lender or
Defaulting Lender pursuant to Section 2.08(b) or (c), the Commitment Ratios of the Continuing Lenders shall be redetennined after giving effect
thereto, and the participations of the Continuing Lenders in and obligations of the Continuing Lenders in respect of any then outstanding
Swingline Loans and Letters of Credit shall thereafter be based upon such redetermined Commitment Ratios (to the extent not previously adjusted
pursuant to Section 2.20). The right of the Borrower to effect such a termination is conditioned on there being sufficient unused availability in the
Commitments of the Continuing Lenders such that the aggregate Revolving Outstandings will not exceed the aggregate Commitments after giving
effect to such termination and redetermination.

Section 2.09. Maturity of Loans: Mandatory Prepayments.

(a) S cheduled Repayments and Prepayments of Loans: Overline Repayments.

(i) The Revolving Loans shall mature on the Termination Date, and any Revolving Loans, Swingline
Loans and Letter of Credit Liabilities then outstanding (together with accrued interest thereon and fees in respect thereof) shall be due
and payable or, in the case of Letters of Credit, cash collateralized pursuant to Section 2.09(a)(ii), on such date.

(ii) If on any date the aggregate Revolving Outstandirigs exceed the aggregate amount of the Commitments
(such excess, a” Revolving Outstandings Excess “), the Borrower shatl prepay, and there shall become due and payable (together with
accrued interest thereon) on such date, an aggregate principal amount of Revolving Loans andlor Swingline Loans equal to such
Revolving Outstandings Excess. If, at a time when a Revolving Outstandings Excess exists and (x) no Revolving Loans or Swingline
Loans are outstanding or (y) the Commitment has been terminated pursuant to this Agreement and, in either case, any Letter of Credit
Liabilities remain outstanding, then, in either case, the Borrower shall cash collateralize any Letter of Credit Liabilities by depositing into
a cash collateral account established and maintained (including the investments made pursuant thereto) by the Administrative Agent
pursuant to a cash collateral agreement in form and substance satisfactory to the Administrative Agent an amount in cash equal to the
then outstanding Letter of Credit Liabilities. In determining Revolving Outstandings for purposes of this clause (ii), Letter of Credit
Liabilities shall be reduced to the extent that they are cash collateralized as contemplated by this Section 2.09(a)(ii).

(b) Applications of Prepayments and Reductions.

(i) Each payment or prepayment of Loans pursuant to this Section 2.09 shall be applied ratably to the
respective Loans of all of the Lenders.

(ii) Each payment of principal of the Loans shall be made together with interest accrued on the amount
repaid to the date of payment.

(iii) Each payment of the Loans shall be applied to such Groups of Loans as the Borrower may designate
(or, failing such designation, as determined by the Administrative Agent).

Section 2.10. Optional Prepayments and Repayments.

(a) Prepayments of Loans. Other than in respect of Swingline Loans, the repayment of which is governed pursuant to
Section 2.02(b), subject to Section 2.12, the Borrower may (i) upon at least one (1) Business Day’s notice to the Administrative Agent, prepay any
Base Rate Borrowing or (ii) upon at least three (3) Business Days notice to the Administrative Agent, prepay any Euro-Dollar Borrowing, in each
case in whole at any time, or from time to time in part in amounts aggregating $10,000,000 or any larger integral multiple of $1,000,000, by
paying the principal amount to be prepaid together with accrued interest thereon to the date of prepayment. Each such optional prepayment shall
be applied to prepay ratably the Loans of the several Lenders included in such Borrowing.

(b) Notice to Lenders. Upon receipt of a notice of prepayment pursuant to Section 2.10(a), the Administrative Agent shall
promptly notify each Lender of the contents thereof and of such Lender’s ratable share (if any) of such prepayment, and such notice shall not
thereafter be revocable by the Borrower.

Section 2.11. General Provisions as to Payments.

(a) Payments by the Borrower. The Borrower shall make each payment of principal of and interest on the Loans and
Letter of Credit Liabilities and fees hereunder (other than fees payable directly to the Issuing Lenders) not later than 12:00 Noon (Charlotte. North
Carolina time) on the date when due, without set-off, counterclaim or other deduction, in federal or other funds immediately available in
Charlotte, North Carolina, to the Administrative Agent at its address referred to in Section 9.01. The Administrative Agent will promptly

tribute to each Lender its ratable share of each such payment received by the Administrative Agent for the account of the Lenders. Whenever
y payment of principal of or interest on the Base Rate Loans or Letter of Credit Liabilities or of fees shall be due on a day which is not a

Business Day, the date for payment thereof shall be extended to the next succeeding Business Day. Whenever any payment of principal of or
interest on the Euro-Dollar Loans shall be due on a day which is not a Business Day, the date for payment thereof shall be extended to the next
succeeding Business Day unless such Business Day falls in another calendar month, in which case the date for payment thereof shall be the next



preceding Business Day. If the date for any payment of principal is extended by operation of law or otherwise, interest
thereon shall be payable for such extended time.

(b) Distributions by the Administrative Agent. Unless the Administrative Agent shall have received notice from the
orrower prior to the date on which any payment is due to the Lenders hereunder that the Borrower will not make such payment in full, the

istrative Agent may assume that the Borrower has made such payment in full to the Administrative Agent on such date, and the
dministrative Agent may, in reliance upon such assumption, cause to be distributed to each Lender on such due date an amount equal to the

amount then due such Lender. If and to the extent that the Borrower shall not have so made such payment, each Lender shall repay to the
Administrative Agent forthwith on demand such amount distributed to such Lender together with interest thereon, for each day from the date such
amount is distributed to such Lender until the date such Lender repays such amount to the Administrative Agent, at the Federal Funds Rate.

Section 2.12. Funding Losses. If the Borrower makes any payment of principal with respect to any Euro-Dollar Loan pursuant to the
terms and provisions of this Agreement (any conversion of a Euro-Dollar Loan to a Base Rate Loan pursuant to Section 2.18 being treated as a
payment of such Euro-Dollar Loan on the date of conversion for purposes of this Section 2.12) on any day other than the last day of the Interest
Period applicable thereto, or the last day of an applicable period fixed pursuant to Section 2.06(c), or if the Borrower fails to borrow, convert or
prepay any Euro-Dollar Loan after notice has been given in accordance with the provisions of this Agreement, or in the event of payment in
respect of any Euro-Dollar Loan other than on the last day of the Interest Period applicable thereto as a result of a request by the Borrower
pursuant to Section 2.08(b), the Borrower shall reimburse each Lender within fifteen (15) days after demand for any resulting loss or expense
incurred by it (and by an existing Participant in the related Loan), including, without limitation, any loss incurred in obtaining, liquidating or
employing deposits from third parties, but excluding loss of margin for the period after any such payment or failure to borrow or prepay; provided,
that such Lender shall have delivered to the Borrower a certificate as to the amount of such loss or expense, which certificate shall be conclusive
in the absence of manifest error.

Section 2.13. Computation of Interest and Fees. Interest on Loans based on the Prime Rate hereunder and Letter of Credit Fees shall
be computed on the basis of a year of 365 days (or 366 days in a leap year) and paid for the actual number of days elapsed. All other interest and
fees shall be computed on the basis of a year of 360 days and paid for the actual number of days elapsed (including the first day but excluding the
last day).

Section 2.14. Basis for Determining Interest Rate Inadequate. Unfair or Unavailable . If on or prior to the first day of any Interest
Period for any Euro-Dollar Loan: (a) Lenders having 50% or more of the aggregate amount of the Commitments advise the Administrative Agent
that the Adjusted London Inteibank Offered Rate as detemiined by the Administrative Agent, will not adequately and fairly reflect the cost to such
Lenders of funding their Euro-Dollar Loans for such Interest Period; or (b) the Administrative Agent shall determine that no reasonable means
exists for determining the Adjusted London Interbank Offered Rate, the Administrative Agent shall forthwith give notice thereof to the Borrower
and the Lenders, whereupon, until the Administrative Agent notifies the Borrower and the Lenders that the circumstances giving rise to such
pension no longer exist, (1) the obligations of the Lenders to make Euro-Dollar Loans, or to convert outstanding Loans into Euro-Dollar Loans

jaIl be suspended; and (ii) each outstanding Euro-Dollar Loan shall be converted into a Base Rate Loan on the last day of the current Interest
Period applicable thereto. Unless the Borrower notifies the Administrative Agent at least two (2) Domestic Business Days before the date of(or,
if at the time the Borrower receives such notice the day is the date of, or the date immediately preceding, the date of such Euro-Dollar Borrowing,
by 10:00 A.M. on the date of) any Euro-Dollar Borrowing for which a Notice of Borrowing has previously been given that it elects not to borrow
on such date, such Borrowing shall instead be made as a Base Rate Borrowing.

Section 2.15. Illegality . If, on or after the date of this Agreement. the adoption of any applicable law, rule or regulation, or any
change in any applicable law, rule or regulation, or any change in the interpretation or administration thereof by any Governmental Authority,
central bank or comparable agency charged with the interpretation or administration thereof, or compliance by any Lender (or its Euro-Dollar
Lending Office) with any request or directive (whether or not having the force of law) of any such authority, central bank or comparable agency
shall make it unlawful or impossible for any Lender (or its Euro-Dollar Lending Office) to make, maintain or fund its Euro-Dollar Loans and such
Lender sha]l so notify the Administrative Agent, the Administrative Agent shall forthwith give notice thereof to the other Lenders and the
Borrower, whereupon until such Lender notifies the Borrower and the Administrative Agent that the circumstances giving rise to such suspension
no longer exist, the obligation of such Lender to make Euro-Dollar Loans, or to convert outstanding Loans into Euro-Dollar Loans, shall be
suspended. Before giving any notice to the Administrative Agent pursuant to this Section, such Lender shall designate a different Euro-Dollar
Lending Office if such designation will avoid the need for giving such notice and will not, in the judgment of such Lender, be otherwise
disadvantageous to such Lender. If such notice is given, each Euro-Dollar Loan of such Lender then outstanding shall be converted to a Base Rate
Loan either (i) on the last day of the then current Interest Period applicable to such Euro-Dollar Loan if such Lender may lawfully continue to
maintain and fund such Loan to such day or (ii) immediately if such Lender shall determine that it may not lawfully continue to maintain and fund
such Loan to such day.

Section 2.16. Increased Cost and Reduced Return.

(a) Increased Costs. If after the Effective Date, the adoption of any applicable law, rule or regulation, or any change in
any applicable law, rule or regulation, or any change in the interpretation or administration thereof by any Governmental Authority, central bank
or comparable agency charged with the interpretation or administration thereof, or compliance by any Lender (or its Applicable Lending Office)
with any request or directive (whether or not having the force of law) of any such authority, central bank or comparable agency shall impose,
modify or deem applicable any reserve (including, without limitation, any such requirement imposed by the Board of Governors of the Federal
Reserve System). special deposit. insurance assessment or similar requirement against Letters of Credit issued or participated in by, assets of,

)posits with or for the account of or credit extended by, any Lender (or its Applicable Lending Office) or shall impose on any Lender (or its
“—!<pplicaNe Lending Office) or on the United States market for certificates of deposit or the London interbank market any other condition affecting

its Euro-Dollar Loans, Notes. obligation to make Euro-Dollar Loans or obligations hereunder in respect of Letters of Credit, and the result of any
of the foregoing is to increase the cost to such Lender (or its Applicable Lending Office) of making or maintaining any Euro-Dollar Loan, or of
issuing or participating in any Letter of Credit, or to reduce the amount of any sum received or receivable by such Lender (or its Applicable



Lending Office) under this Agreement or under its Notes with respect thereto, then, within fifteen (15) days after demand by
such Lender (with a copy to the Administrative Agent), the Borrower shall pay to such Lender such additional amount or amounts, as determined
by such Lender in good faith, as will compensate such Lender for such increased cost or reduction, solely to the extent that any such additional
amounts were incurred by the Lender within ninety (90) days of such demand.

(b) Capital Adequacy. If any Lender shall have determined that, after the Effective Date, the adoption of any applicable
w, rule or regulation regarding capital adequacy or liquidity, or any change in any such law, rule or regulation, or any change in the
interpretation or administration thereof by any Governmental Authority, central bank or comparable agency charged with the interpretation or
administration thereof, or any request or directive regarding capital adequacy (whether or not having the force of law) of any such authority,
central bank or comparable agency. has or would have the effect of reducing the rate of return on capital of such Lender (or any Person controlling
such Lender) as a consequence of such Lender’s obligations hereunder to a level below that which such Lender (or any Person controlling such
Lender) could have achieved but for such adoption, change, request or directive (taking into consideration its policies with respect to capital
adequacy), then from time to time, within fifteen (15) days after demand by such Lender (with a copy to the Administrative Agent), the Borrower
shall pay to such Lender such additional amount or amounts as will compensate such Lender (or any Person controlling such Lender) for such
reduction, solely to the extent that any such additional amounts were incurred by the Lender within ninety (90) days of such demand.

(c) Notices. Each Lender will promptly notify the Borrower and the Administrative Agent of any event of which it has
knowledge, occurring after the Effective Date, that will entitle such Lender to compensation pursuant to this Section and will designate a different
Applicable Lending Office if such designation will avoid the need for, or reduce the amount of, such compensation and will not, in the judgment
of such Lender, be otherwise disadvantageous to such Lender. A certificate of any Lender claiming compensation under this Section and setting
forth in reasonable detail the additional amount or amounts to be paid to it hereunder shall be conclusive in the absence of manifest error. In
determining such amount, such Lender may use any reasonable averaging and attribution methods.

(d) Notwithstanding anything to the contrary herein, (x) the Dodd-Frank Wall Street Reform and Consumer Protection Act
and all requests, rules, guidelines or directives thereunder or issued in connection therewith and (y) all requests, rules, guidelines or directives
promulgated by the Bank for International Settlements, the Basel Committee on Banking Supervision (or any successor or similar authority) or the
United States or foreign regulatory authorities, in each case pursuant to Basel III, shall in each case be deemed to be a “change in law” under this
Article II regardless of the date enacted, adopted or issued.

Section 2.17. Taxes.

(a) Payments Net of Certain Taxes. My and all payments by the Borrower to or for the account of any Lender or any
Agent hereunder or under any other Loan Document shall be made free and clear of and without deduction for any and all present or future taxes,
duties, levies, imposts, deductions, charges and withholdings and all liabilities with respect thereto, excluding: (i) taxes imposed on or measured

the net income (including branch profits or similar taxes) of, and gross receipts, franchise or similar taxes imposed on, any Agent or any
_)nder by the jurisdiction (or subdivision thereof) under the laws of which such Lender or Agent is organized or in which its principal executive
office is located or, in the case of each Lender, in which its Applicable Lending Office is located, (ii) in the case of each Lender, any United States
withholding tax imposed on such payments, but only to the extent that such Lender is subject to United States withholding tax at the time such
Lender first becomes a party to this Agreement or changes its Applicable Lending Office, (iii) any backup withholding tax imposed by the United
States (or any state or locality thereof) on a Lender or Administrative Agent that is a “United States person” within the meaning of Section 7701
(a)(30) of the internal Revenue Code, and (iv) any taxes imposed by FATCA (all such nonexcluded taxes, duties, levies, imposts, deductions,
charges, withholdings and liabilities being hereinafter referred to as “ Taxes “). If the Borrower shall be required by law to deduct any Taxes from
or in respect of any sum payable hereunder or under any other Loan Document to any Lender or any Agent, (i) the sum payable shall be increased
as necessary so that after making all such required deductions (including deductions applicable to additional sums payable under this Section 2.17
(a)) such Lender or Agent (as the case may be) receives an amount equal to the sum it would have received had no such deductions been made, (ii)
the Borrower shall make such deductions, (iii) the Borrower shall pay the full amount deducted to the relevant taxation authority or other authority
in accordance with applicable law and (iv) the Borrower shall furnish to the Administrative Agent, for delivery to such Lender, the original or a
certified copy of a receipt evidencing payment thereof

(b) Other Taxes. In addition, the Borrower agrees to pay any and all present or future stamp or court or documentary
taxes and any other excise or property taxes, or similar charges or levies, which arise from any payment made pursuant to this Agreement, any
Note or any other Loan Docmnent or from the execution, delivery, performance, registration or enforcement of, or otherwise with respect to, this
Agreement, any Note or any other Loan Document (collectively, “ Other Taxes “).

(c) indemnification. The Borrower agrees to indenmify each Lender and each Agent for the full amount of Taxes and
Other Taxes (including, without limitation, any Taxes or Other Taxes imposed or asserted by any jurisdiction on amounts payable under this
Section 2.17(c)), whether or not correctly or legally asserted, paid by such Lender or Agent (as the case may be) and any liability (including
penalties, interest and expenses) arising therefrom or with respect thereto as certified in good faith to the Borrower by each Lender or Agent
seeking indenmification pursuant to this Section 2.17(c). This indemnification shall be paid within 15 days after such Lender or Agent (as the
case may be) makes demand therefor.

(d) Refunds or Credits. If a Lender or Agent receives a refund, credit or other reduction from a taxation authority for any
Taxes or Other Taxes for which it has been indemnified by the Borrower or with respect to which the Borrower has paid additional amounts
ursuant to this Section 2.17, it shall within fifteen (15) days from the date of such receipt pay over the amount of such refund, credit or other

uction to the Borrower (but only to the extent of indemnity payments made or additional amounts paid by the Borrower under this Section 2.17
•th respect to the Taxes or Other Taxes giving rise to such refund, credit or other reduction), net of all reasonable out-of-pocket expenses of such

Lender or Agent (as the case may be) and without interest (other than interest paid by the relevant taxation authority with respect to such refund,
credit or other reduction); provided, however, that the Borrower agrees to repay, upon the request of such Lender or Agent (as the case may be),
the amount paid over to the Boi-rower (plus penalties. interest or other charges) to such Lender or Agent in the event such Lender or Agent is



required to repay such refund or credit to such taxation authority.

(e) Tax Forms and Certificates. On or before the date it becomes a party to this Agreement, from time to time thereafter if
reasonably requested by the Borrower or the Administrative Agent, and at any time it changes its Applicable Lending Office: (i) each Lender that

a “United States person” Within the meaning of Section 770 l(a)(30) of the Internal Revenue Code shall deliver to the Borrower and the
istrative Agent two (2) properly completed and duly executed copies of Internal Revenue Service Form W-9, or any successor form

‘escribed by the Internal Revenue Service, or such other documentation or information prescribed by applicable law or reasonably requested by
the Borrower or the Administrative Agent, as the case may be, certifying that such Lender is a United States person and is entitled to an exemption
from United States backup withholding tax or information reporting requirements; and (ii) each Lender that is not a “United States person” within
the meaning of Section 770l(a)(30) of the Internal Revenue Code (a “Non-U.S. Lender “) shall deliver to the Borrower and the Administrative
Agent: (A) two (2) properly completed and duly executed copies of Internal Revenue Service form W-$ BEN, or any successor form prescribed
by the Internal Revenue Service, certifying that such Non-U.S. Lender is entitled to the benefits under an income tax treaty to which the United
States is a party which exempts the Non-U.S. Lender from United States withholding tax or reduces the rate of withholding tax on payments of
interest for the account of such Non-U.S. Lender; (B) two (2) properly completed and duly executed copies of Internal Revenue Service Form W
$ ECI, or any successor form prescribed by the Internal Revenue Service, certifying that the income receivable pursuant to this Agreement and the
other Loan Documents is effectively connected with the conduct of a trade or business in the United States; or (C) two (2) properly completed and
duly executed copies of Internal Revenue Service Form W-8 BEN, or any successor form prescribed by the Internal Revenue Service, together
with a certificate to the effect that (x) such Non-U.S. Lender is not (1) a “bank” within the meaning of Section $8 l(c)(3)(A) of the Internal
Revenue Code, (2) a “10-percent shareholder” of the Borrower within the meaning of Section 871(h)(3)(B) of the Internal Revenue Code, or (3) a
“controlled foreign corporation” that is described in Section 881 (c)(3)(C) of the Internal Revenue Code and is related to the Borrower within the
meaning of Section 864(d)(4) of the Internal Revenue Code and (y) the interest payments in question are not effectively connected with a U.S.
trade or business conducted by such Non-U.S. Lender or are effectively connected but are not includible in the Non-U.S. Lender’s gross income
for United States federal income tax purposes under an income tax treaty to which the United States is a party; or (D) to the extent the Non-U.S.
Lender is not the beneficial owner, two (2) properly completed and duly executed copies of Internal Revenue Service Form W-$ IMY, or any
successor form prescribed by the Internal Revenue Service, accompanied by an Internal Revenue Service Form W-8 ECI, W-8 BEN, W-9, andlor
other certification documents from each beneficial owner, as applicable, if a payment made to a Lender under any Loan Document would be
subject to U.S. federal withholding tax imposed by FATCA if such Lender fails to comply with the applicable reporting requirements of FATCA
(including those contained in Section 1471(b) or 1472(b) of the Internal Revenue Code, as applicable), such Lender shall deliver to the Borrower
and the Administrative Agent at the time or times prescribed by law and at such time or times reasonably requested by the Borrower or the
Administrative Agent such documentation prescribed by applicable law (including as prescribed by Section 147 l(b)(3)(C)(i) of the Internal
Revenue Code) and such additional documentation reasonably requested by the Borrower or the Administrative Agent as may be necessary for the
Borrower and the Administrative Agent to comply with their obligations under FATCA and to determine that such Lender has complied with such
Lender’s obligations under FATCA or to determine the amount to deduct and withhold from such payment. Solely for purposes of this clause (e),
“FATCA” shall include any amendments made to FATCA after the date of this Agreement. In addition, each Lender agrees that from time to time
er the Effective Date, when a lapse in time or change in circumstances renders the previous certification obsolete or inaccurate in any material
pect, it will deliver to the Borrower and the Administrative Agent two new accurate and complete signed originals of Internal Revenue Service

form W-9, W-$ BEN, W-$ ECI or W-8 IMY or FATCA-related documentation described above, or successor forms, as the case may be, and such
other forms as may be required in order to confirm or establish the entitlement of such Lender to a continued exemption from or reduction in
United States withholding tax with respect to payments under this Agreement and any other Loan Document, or it shall immediately notify the
Borrower and the Administrative Agent of its inability to deliver any such form or certificate.

(f) Exclusions. The Borrower shall not be required to indemnify any Non-U.S. Lender, or to pay any additional amount to
any Non-U.S. Lender, pursuant to Section 2.17(a) , (b) or (c) in respect of Taxes or Other Taxes to the extent that the obligation to indenmify or
pay such additional amounts would not have arisen but for the failure of such Non-U.S. Lender to comply with the provisions of subsection (e)
above.

(g) Mitigation. If the Borrower is required to pay additional amounts to or for the account of any Lender pursuant to this
Section 2.17, then such Lender will use reasonable efforts (which shall include efforts to rebook the Revolving Loans held by such Lender to a
new Applicable Lending Office, or through another branch or affiliate of such Lender) to change the jurisdiction of its Applicable Lending Office
if, in the good faith judgment of such Lender, such efforts (i) will eliminate or, if it is not possible to eliminate, reduce to the greatest extent
possible any such additional payment which may thereafter accrue and (ii) is not otherwise disadvantageous, in the sole determination of such
Lender, to such Lender. Any Lender claiming any indemnity payment or additional amounts payable pursuant to this Section shall use reasonable
efforts (consistent with legal and regulatory restrictions) to deliver to Borrower any certificate or document reasonably requested in writing by the
Borrower or to change the jurisdiction of its Applicable Lending Office if the making of such a filing or change would avoid the need for or
reduce the amount of any such indemnity payment or additional amounts that may thereafter accrue and would not, in the sole determination of
such Lender, be otherwise disadvantageous to such Lender.

(h) Confidentiality. Nothing contained in this Section shall require any Lender or any Agent to make available any of its
tax returns (or any other information that it deems to be confidential or proprietary).

Section 2.18. Base Rate Loans Substituted for Affected Euro-Dollar Loans. If (a) the obligation of any Lender to make or maintain,
or to convert outstanding Loans to, Euro-Dollar Loans has been suspended pursuant to Section 2.15 or (b) any Lender has demanded
compensation under Section 2.16(a) with respect to its Euro-Dollar Loans and, in any such case, the Borrower shall, by at least four Business
Oays’ prior notice to such Lender through the Administrative Agent, have elected that the provisions of this Section shall apply to such Lender.

n, unless and until such Lender notifies the Borrower that the circumstances giving rise to such suspension or demand for compensation no
nger apply:

(i) all Loans which would otherwise be made by such Lender as (or continued as or converted into) Euro
Dollar Loans shall instead be Base Rate Loans (on which interest and principal shall be payable contemporaneously with the related



Euro-Dollar Loans of the other Lenders); and

(ii) after each of its Euro-Dollar Loans has been repaid, all payments of principal that would otherwise be
applied to repay such Loans shall instead be applied to repay its Base Rate Loans.

(“uch Lender notifies the Borrower that the circumstances giving rise to such notice no longer apply, the principal amount of each such Base
ate Loan shall be converted into a Euro-Dollar Loan on the first day of the next succeeding Interest Period applicable to the related Euro-Dollar

Loans of the other Lenders.

Section 2.19. [Reserved.J

Section 2.20. Defaulting Lenders.

(a) Notwithstanding any provision of this Agreement to the contrary, if any Lender becomes a Defaulting Lender, then the
following provisions shall apply for so long as such Lender is a Defaulting Lender:

(i) fees shall cease to accrue on the unfunded portion of the Commitment of such Defaulting Lender
pursuant to Section 2 .07(a);

(ii) with respect to any Letter of Credit Liabilities or Swingline Exposure of such Defaulting Lender that
exists at the time a Lender becomes a Defaulting Lender or thereafter:

(A) all or any part of such Defaulting Lender’s Letter of Credit Liabilities and
its Swingline Exposure shall be reallocated among the Non-Defaulting Lenders in accordance with their respective
Commitment Ratios (calculated without regard to such Defaulting Lender’s Commitment) but only to the extent that
(x) the conditions set forth in Section 4.02 are satisfied at such time and (y) such reallocation does not cause the
Revolving Outstandings of any Non-Defaulting Lender to exceed such Non-Defaulting Lender’s Commitment;

(B) if the reallocation described in clause (ii)(A) above cannot, or can only
partially, be effected, each Issuing Lender and the Swingline Lender, in its discretion may require the Borrower to
(i) reimburse all amounts paid by an Issuing Lender upon any drawing under a Letter of Credit, (ii) repay an
outstanding Swingline Loan, andlor (iii) cash collateralize (in accordance with Section 2.09(a)(ii)) all obligations of
such Defaulting Lender in respect of outstanding Letters of Credit and Swingline Loans, in each case, in an amount at
least equal to the aggregate amount of the obligations (contingent or otherwise) of such Defaulting Lender in respect of
such Letters of Credit or Swingline Loans (after giving effect to any partial reallocation pursuant to Section 2.20(a)(ii)
(A) above);

(iii) if the Borrower cash collateralizes any portion of stich Defaulting Lender’s pursuant to Section 2.20(a)
(ii)(B) then the Borrower shall not be required to pay any fees to such Defaulting Lender pursuant to Section 2.07(b) with respect to such
Defaulting Lendefs Letter of Credit Liabilities during the period such Defaulting Lender’s Letter of Credit Liabilities are cash
collateralized;

(iv) if the Letter of Credit Liabilities and/or Swingline Exposure of the Non-Defaulting Lenders is
reallocated pursuant to Section 2.20(a)(ii)(A) above, then the fees payable to the Lenders pursuant to Section 2.07(a) and Section 2.07(b)
shall be adjusted in accordance with such Non-Defaulting Lenders’ Commitment Ratios (calculated without regard to such Defaulting
Lender’s Commitment); and

(v) if any Defaulting Lender’s Letter of Credit Liabilities and/or Swingline Exposure is neither reimbursed,
repaid, cash collateralized nor reallocated pursuant to this Section 2.20(a)(ii), then, without prejudice to any rights or remedies of the
Issuing Lenders, the Swingline Lender or any other Lender hereunder, all fees that othenvise would have been payable to such Defaulting
Lender (solely with respect to the portion of such Defaulting Lender’s Conmiitment that was utilized by such Letter of Credit Liabilities
and/or Swingline Exposure) and letter of credit fees payable under Section 2.07(b) with respect to such Defaulting Lender’s Letter of
Credit Liabilities shall be payable to the Issuing Lenders and the Swingline Lender, pro rata, until such Letter of Credit Liabilities and/or
Swingline Exposure is cash collateralized, reallocated and/or repaid in full.

(b) So long as any Lender is a Defaulting Lender, (i) no Issuing Lender shall be required to issue, amend or increase any
Letter of Credit, unless it is satisfied that the related exposure will be 100% covered by the Commitments of the Non-Defaulting Lenders and/or
cash collateral will be provided by the Borrower in accordance with Section 2.20(a), and participating interests in any such newly issued or
increased Letter of Credit shall be allocated among Non-Defaulting Lenders in a manner consistent with Section 3.05 (and Defaulting Lenders
shall not participate therein) and (ii) the Swingline Lender shall not be required to advance any Swingline Loan, unless it is satisfied that the
related exposure will be 100% covered by the Commitments of the Non-Defaulting Lenders.

ARTICLE Ill. LETTERS Of CREDIT

Section 3.01. Issuing Lenders. Subject to the terms and conditions hereof, the Borrower may from time to time identify and arrange
for one or more of the Lenders (in addition to the JLA Issuing Banks) to act as Issuing Lenders hereunder. Any such designation by the Borrower
shall be notified to the Administrative Agent at least four Business Days prior to the first date upon which the Borrower proposes that such Issuing
Lender issue its first Letter of Credit, so as to provide adequate time for such proposed Issuing Lender to be approved by the Administrative Agent



hereunder (such approval not to be unreasonably withheld). Within two Business Days following the receipt of any such designation of a
proposed Issuing Lender, the Administrative Agent shall notify the Borrower as to whether such designee is acceptable to the Administrative
Agent. Nothing contained herein shall be deemed to require any Lender (other than a JLA Issuing Bank) to agree to act as an Issuing Lender, if it
does not so desire.

Section 3.02. Letters of Credit.

(a) Existing Letters of Credit. On the Effective Date, each Issuing Lender (as defmed in the Existing Credit Agreement)
that has issued an Existing Letter of Credit shall be deemed, without further action by any party to this Agreement, to have issued such Existing
Letter of Credit under this Agreement pursuant to the terms and subject to the conditions of this Article Ill; provided, that iimnediately after each
Letter of Credit is deemed to have been issued, the aggregate Revolving Outstandings shall not exceed the aggregate amount of the Commitments.

(b) Additional Letters of Credit. Each Issuing Lender agrees, on the terms and conditions set forth hi this Agreement, to
issue Letters of Credit from time to time before the fifth day prior to the Termination Date, for the account, and upon the request, of the Borrower
and in support of such obligations of the Borrower or any Affiliate of the Borrower (other than PPL Energy Supply, LLC) that are reasonably
acceptab]e to such Issuing Lender; provided, that immediately after each Letter of Credit is issued, (A) the aggregate outstanding amount of
Letter of Credit Liabilities shall not exceed $150,000,000, (B) the aggregate Revolving Outstandings shall not exceed the aggregate amount of the
Commitments and (C) the aggregate fronting exposure of any Issuing Lender shall not exceed its fronting Sublimit.

Section 3.03. Method of Issuance of Additional Letters of Credit. The Borrower shall give an Issuing Lender notice substantially in
the form of Exhibit A-3 to this Agreement (a “Letter of Credit Request”) of the requested issuance or extension of an Additional Letter of Credit
prior to 1:00 P.M. (Charlotte, North Carolina time) on the proposed date of the issuance or extension of Additional Letters of Credit (which shall
be a Business Day) (or such shorter period as may be agreed by such Issuing Lender in any particular instance), speci1’ing the date such Letter of
Credit is to be issued or extended and describing the terms of such Letter of Credit and the nature of the transactions to be supported thereby. The
extension or renewal of any Letter of Credit shall be deemed to be an issuance of such Letter of Credit, mid if any Letter of Credit contains a
provision pursuant to which it is deemed to be extended uniess notice of termination is given by an Issuing Lender, such Issuing Lender shall
timely give such notice of termination unless it has theretofore timely received a Letter of Credit Request and the other conditions to issuance of a
Letter of Credit have theretofore been met with respect to such extension. No Letter of Credit shall have a term of more than one year, provided,
that no Letter of Credit shall have a term extending or be so extendible beyond the fifth Business Day before the Termination Date.

Section 3.04. Conditions to Issuance of Letters of Credit. The issuance by an Issuing Lender of each Additional Letter of Credit
shall, in addition to the conditions precedent set forth in Article IV, be subject to the conditions precedent that (i) such Letter of Credit shall be
satisfactory in form and substance to such Issuing Lender, (ii) the Borrower and, if applicable, any such Affiliate of the Borrower, shall have
executed and delivered such other instruments and agreements relating to such Letter of Credit as such Issuing Lender shall have reasonably

j quested and (iii) such Issuing Lender shall have confirnied on the date of (and after giving effect to) such issuance that (A) the aggregate
,ltstanding amount of Letter of Credit Liabilities shall not exceed $150,000,000, (B) the aggregate Revolving Outstandings will not exceed the

hggregate amount of the Commitments and (C) the aggregate fronting exposure of any Issuing Lender shall not exceed the fronting
Sublimit. Notwithstanding any other provision of this Section 3.04, no Issuing Lender shall be under any obligation to issue any Additional Letter
of Credit if: any order, judgment or decree of any governmental authority shall by its terms purport to enjoin or restrain such Issuing Lender from
issuing such Additional Letter of Credit, or any requirement of law applicable to such Issuing Lender or any request or directive (whether or not
having the force of law) from any governmental authority with jurisdiction over such Issuing Lender shall prohibit, or request that such Issuing
Lender refrain from, the issuance of letters of credit generally or such Additional Letter of Credit in particular or shall impose upon such Issuing
Lender with respect to such Additional Letter of Credit any restriction, reserve or capital requirement (for which such Issuing Lender is not
otherwise compensated hereunder) not in effect on the Effective Date, or shall impose upon such Issuing Lender any unreimbursed loss, cost or
expense which was not applicable on the Effective Date and which such Issuing Lender in good faith deems material to it.

Section 3.05. Purchase and Sale of Letter of Credit Participations. Upon the issuance by an Issuing Lender of a Letter of Credit, such
Issuing Lender shall be deemed, without further action by any party hereto, to have sold to each Lender, and each Lender shall be deemed, without
further action by any party hereto, to have purchased from such Issuing Lender, without recourse or warranty, an undivided participation interest
in such Letter of Credit and the related Letter of Credit Liabilities in accordance with its respective Commitment Ratio (although the Fronting Fee
payable under Section 2.07(b) shall be payable directly to the Administrative Agent for the account of the applicable Issuing Lender, and the
Lenders (other than such Issuing Lender) shall have no right to receive any portion of any such Fronting Fee) and any security therefor or guaranty
pertaining thereto.

Section 3.06. Drawings under Letters of Credit. Upon receipt from the beneficiary of any Letter of Credit of any notice of a drawing
under such Letter of Credit, the applicable Issuing Lender shall determine in accordance with the terms of such Letter of Credit whether such
drawing should be honored. If such Issuing Lender determines that any such drawing shall be honored, such Issuing Lender shall make available
to such beneficiary in accordance with the terms of such Letter of Credit the amount of the drawing and shall notify the Borrower as to the amount
to be paid as a result of such drawing and the payment date.

Section 3.07. Reimbursement Obligations. The Botrower shall be irrevocably and unconditionally obligated forthwith to reimburse
the applicable Issuing Lender for any amounts paid by such Issuing Lender upon any drawing under any Letter of Credit, together with any and all
reasonable charges and expenses which such Issuing Lender may pay or incur relative to such drawing and interest on the amount drawn at the
rate applicable to Base Rate Loans for each day from mid including the date such amount is drawn to but excluding the date such reimbursement

yment is due and payable. Such reimbursement payment shall be due and payable (i) at or before 1:00 P.M. (Charlotte, North Carolina time) on
e date the applicable Issuing Lender notifies the Borrower of such drawing, if such notice is given at or before 10:00 A.M. (Charlotte, North

Carolina time) on such date or (ii) at or before 10:00 A.M. (Charlotte, North Carolina time) on the next succeeding Business Day; provided, that
no payment otherwise required by this sentence to be made by the Boirower at or before 1:00 P.M. (Charlotte, North Carolina time) on any day
shall be overdtie hereunder if arrangements for such payment satisfactory to the applicable Issuing Lender, in its reasonable discretion, shall have



been made by the Borrower at or before 1 :00 P.M. (Charlotte, North Carolina time) on such day and such payment is actually made at or
before 3:00 P.M. (Charlotte, North Carolina time) on such day. In addition, the Borrower agrees to pay to the applicable Issuing Lender interest,
payable on demand, on any and all amounts not paid by the Borrower to such Issuing Lender when due under this Section 3.07, for each day from
and including the date when such amount becomes due to but excluding the date such amount is paid in full, whether before or after judgment, at a
ate per annum equal to the sum of 2% plus the rate applicable to Base Rate Loans for such day. Each payment to be made by the Borrower

psuant to this Section 3.07 shall be made to the applicable Issuing Lender in Federal or other funds immediately available to it at its address
ierred to Section 9.01.

Section 3.08. Duties of Issuing Lenders to Lenders: Reliance. In determining whether to pay under any Letter of Credit, the relevant
Issuing Lender shall not have any obligation relative to the Lenders participating in such Letter of Credit or the related Letter of Credit Liabilities
other than to determine that any document or documents required to be delivered under such Letter of Credit have been delivered and that they
substantially comply on their face with the requirements of such Letter of Credit. Any action taken or omitted to be taken by an Issuing Lender
under or in connection with any Letter of Credit shall not create for such Issuing Lender any resulting liability if taken or omitted in the absence of
gross negligence or willful misconduct. Each Issuing Lender shall be entitled (but not obligated) to rely, and shall be fully protected in relying, on
the representation and warranty by the Borrower set forth in the last sentence of Section 4.02 to establish whether the conditions specified in
clauses (b) and (c) of Section 4.02 are met in connection with any issuance or extension of a Letter of Credit. Each Issuing Lender shall be
entitled to rely, and shall be fully protected in relying, upon advice and statements of legal counsel, independent accountants and other experts
selected by such Issuing Lender and upon any Letter of Credit, draft, writing, resolution, notice, consent, certificate, affidavit, letter, cablegram,
telegram, telecopier, telex or teletype message, statement, order or other document believed by it in good faith to be genuine and correct and to
have been signed, sent or made by the proper Person or Persons, and may accept documents that appear on their face to be in order, without
responsibility for further investigation, regardless of any notice or information to the contrary unless the beneficiary and the Borrower shall have
notified such Issuing Lender that such documents do not comply with the terms and conditions of the Letter of Credit. Each Issuing Lender shall
be fully justified in refusing to take any action requested of it under this Section in respect of any Letter of Credit unless it shall first have received
such advice or concurrence of the Required Lenders as it reasonably deems appropriate or it shall first be indemnified to its reasonable satisfaction
by the Lenders against any and all liability and expense which may be incurred by it by reason of taking or continuing to take, or omitting or
continuing to omit, any such action. Notwithstanding any other provision of this Section, each Issuing Lender shall in all cases be fully protected
in acting, or in refraining from acting, under this Section in respect of any Letter of Credit in accordance with a request of the Required Lenders,
and such request and any action taken or failure to act pursuant hereto shall be binding upon all Lenders and all future holders of participations in
such Letter of Credit; provided, that this sentence shall not affect any rights the Borrower may have against any Issuing Lender or the Lenders that
make such request.

Section 3.09. Obligations of Lenders to Reimburse Issuing Lender for Unpaid Drawings. If any Issuing Lender makes any payment
under any Letter of Credit and the Borrower shall not have reimbursed such amount in full to such Issuing Lender pursuant to Section 3.07, such
Issuing Lender shall promptly notify the Administrative Agent, and the Administrative Agent shall promptly notify each Lender (other than the
evant Issuing Lender), and each such Lender shall promptly and unconditionally pay to the Administrative Agent, for the account of such
,uing Lender, such Lender’s share of such payment (determined in accordance with its respective Cmmnitment Ratio) in Dollars in Federal or

other immediately available funds, the aggregate of such payments relating to each unreimbursed amount being referred to herein as a “Mandatory
Letter of Credit Borrowing”; provided, however, that no Lender shall be obligated to pay to the Administrative Agent its pro rata share of such
unreimbursed amount for any wrongful payment made by the relevant Issuing Lender under a Letter of Credit as a result of acts or omissions
constituting willful misconduct or gross negligence by such Issuing Lender. If the Administrative Agent so notifies a Lender prior to 11:00 A.M.
(Charlotte, North Carolina time) on any Business Day, such Lender shall make available to the Administrative Agent at its address referred to in
Section 9.01 and for the account of the relevant Issuing Lender such Lender’s pro rata share of the amount of such payment by 3:00 P.M.
(Charlotte, North Carolina time) on the Business Day following such Lender’s receipt of notice from the Administrative Agent, together with
interest on such amount for each day from and including the date of such drawing to but excluding the day such payment is due from such Lender
at the Federal Funds Rate for such day (which funds the Administrative Agent shall promptly remit to such Issuing Lender). The failure of any
Lender to make available to the Administrative Agent for the account of an Issuing Lender its pro rata share of any unreimbursed drawing under
any Letter of Credit shall not relieve any other Lender of its obligation hereunder to make available to the Administrative Agent for the account of
such Issuing Lender its pro rata share of any payment made under any Letter of Credit on the date required, as specified above, but no such Lender
shall be responsible for the failure of any other Lender to make available to the Administrative Agent for the account of such Issuing Lender such
other Lender’s pro rata share of any such payment. Upon payment in full of all amounts payable by a Lender under this Section 3.09, such Lender
shall be subrogated to the rights of the relevant Issuing Lender against the Borrower to the extent of such Lender’s pro rata share of the related
Letter of Credit Liabilities (including interest accrued thereon). If any Lender fails to pay any amount required to be paid by it pursuant to this
Section 3.09 on the date on which such payment is due, interest shall accrue on such Lender’s obligation to make such payment, for each day from
and including the date such payment became due to but excluding the date such Lender makes such payment, whether before or after judgment, at
a rate per annum equal to (i) for each day from the date such payment is due to the third succeeding Business Day, inclusive, the Federal Funds
Rate for such day as determined by the relevant Issuing Lender and (ii) for each day thereafter, the sum of 2% plus the rate applicable to its Base
Rate Loans for such day. My payment made by any Lender after 3:00 P.M. (Charlotte, North Carolina time) on any Business Day shall be
deemed for purposes of the preceding sentence to have been made on the next succeeding Business Day.

Section 3.10. Funds Received from the Borrower in Respect of Drawn Letters of Credit. Whenever an Issuing Lender receives a
payment of a Reimbursement Obligation as to which the Administrative Agent has received for the account of such Issuing Lender any payments
from the other Lenders pursuant to Section 3.09 above, such Issuing Lender shall pay the amount of such payment to the Administrative Agent,
and the Athninistrative Agent shall promptly pay to each Lender which has paid its pro rata share thereof, in Dollars in Federal or other
umnediately available funds, an amount equal to such Lender’s pro rata share of the principal amount thereof and interest thereon for each day

ler relevant date of payment at the Federal Funds Rate.

Section 3.11. Obligations in Respect of Letters of Credit Unconditional . The obligations of the Borrower under Section 3.07 above
shall be absolute, unconditional and irrevocable, and shall be performed strictly in accordance with the tenns of this Agreement, under all
circumstances whatsoever, including, without limitation, the following circumstances:



(a) any lack of validity or enforceability of this Agreement or any Letter of Credit or any document related hereto or
thereto;

(b) any amendment or waiver of or any consent to departure from all or any of the provisions of this Agreement or any
(“tter of Credit or any document related hereto or thereto;

(c) the use which may be made of the Letter of Credit by, or any acts or omission of, a beneficiary of a Letter of Credit (or
any Person for whom the beneficiary may be acting);

(d) the existence of any claim, set-off, defense or other rights that the Borrower may have at any time against a beneficiary
of a Letter of Credit (or any Person for whom the beneficiary may be acting), any Issuing Lender or any other Person, whether in connection with
this Agreement or any Letter of Credit or any document related hereto or thereto or any unrelated transaction;

(e) any statement or any other document presented under a Letter of Credit proving to be forged, fraudulent or invalid in
any respect or any statement therein being untrue or inaccurate in any respect whatsoever;

(I) payment under a Letter of Credit against presentation to an Issuing Lender of a draft or certificate that does not comply
with the terms of such Letter of Credit; provided, that the relevant Issuing Lender’s determination that documents presented under such Letter of
Credit comply with the terms thereof shall not have constituted gross negligence or willful misconduct of such Issuing Lender; or

(g) any other act or omission to act or delay of any kind by any Issuing Lender or any other Person or any other event or
circumstance whatsoever that might, but for the provisions of this subsection (g), constitute a legal or equitable discharge of the Borrower’s
obligations hereunder.

Nothing in this Section 3.11 is intended to limit the right of the Borrower to make a claim against any Issuing Lender for damages as contemplated
by the proviso to the first sentence of Section 3.12.

Section 3.12. Indenmification in Respect of Letters of Credit. The Borrower hereby indenmifies and holds harmless each Lender
(including each Issuing Lender) and the Administrative Agent from and against any and all claims, damages, losses, liabilities, costs or expenses
which such Lender or the Administrative Agent may incur by reason of or in connection with the failure of any other Lender to fulfill or comply
with its obligations to such Issuing Lender hereunder (but nothing herein contained shall affect any rights which the Borrower may have against
such defaulting Lender), and none of the Lenders (including any Issuing Lender) nor the Administrative Agent, their respective affiliates nor any
of their respective officers, directors, employees or agents shall be liable or responsible, by reason of or in connection with the execution and
livery or transfer of or payment or failure to pay under any Letter of Credit, including, without limitation, any of the circumstances enumerated
,)Section 3.11, as well as (i) any error, omission, interruption or delay in transmission or delivery of any messages, by mail, cable, telegraph,

telex or otherwise, (ii) any error in interpretation of teclmical terms, (iii) any loss or delay in the transmission of any document required in order to
make a drawing under a Letter of Credit, (iv) any consequences arising from causes beyond the control of such indenmitee, including without
limitation, any government acts, or (v) any other circumstances whatsoever in making or failing to make payment under such Letter of Credit;
provided, that the Borrower shall not be required to indemnify any Issuing Lender for any claims, damages, losses, liabilities, costs or expenses,
and the Borrower shall have a claim against such Issuing Lender for direct (but not consequential) damages suffered by it, to the extent found by a
court of competent jurisdiction in a final, non-appealable judgment or order to have been caused by (i) the willful misconduct or gross negligence
of such Issuing Lender in determining whether a request presented under any Letter of Credit issued by it complied with the terms of such Letter
of Credit or (ii) such Issuing Lender’s failure to pay under any Letter of Credit issued by it after the presentation to it of a request strictly
complying with the terms and conditions of such Letter of Credit. Nothing in this Section 3.12 is intended to limit the obligations of the Borrower
under any other provision of this Agreement.

Section 3.13. ISP98. The rules of the “International Standby Practices 1998” as published by the International Chamber of
Commerce most recently at the time of issuance of any Letter of Credit shall apply to such Letter of Credit unless otherwise expressly provided in
such Letter of Credit.

ARTICLE IV
CONDITIONS

Section 4.01. Conditions to Closing. The obligation of each Lender to make a Loan or issue a Letter of Credit on the occasion of the
first Credit Event hereunder is subject to the satisfaction of the following conditions:

(a) This Agreement. The Administrative Agent shall have received counterparts hereof signed by each of the parties
hereto or, in the case of any party as to which an executed counterpart shall not have been received, receipt by the Administrative Agent in form
satisfactory to it of telegraphic, telex, facsimile or other written confirmation from such party of execution of a counterpart hereof by such party)
to beheld in escrow and to be delivered to the Borrower upon satisfaction of the other conditions set forth in this Section 4.01.

(b) Notes. On or prior to the Effective Date, the Administrative Agent shall have received a duly executed Note for the
ccount of each Lender requesting delivery of a Note pursuant to Section 2.05.

(c) Officers’ Certificates. The Administrative Agent shall have received a certificate dated the Effective Date signed on
behalf of the Borrower by the Chairman of the Board, the President, any Vice President, the Treasurer or the Assistant Treasurer of the Borrower
stating that (A) on the Effective Date and after giving effect to the Loans and Letters of Credit being made or issued on the Effective Date, no
Default shall have occurred and be continuing and (B) the representations and warranties of the Borrower contained in the Loan Documents are



true and correct on and as of the Effective Date, except to the extent that such representations and warranties specifically refer
to an earlier date, in which case they were true and correct as of such earlier date.

(d) Proceedings. On the Effective Date, the Administrative Agent shall have received (1) a certificate of the Secretary of
tate of the Commonwealth of Pennsylvania, dated as of a recent date, as to the good standing of the Borrower and (ii) a certificate of the
cretaiy or an Assistant Secretary of the Borrower dated the Effective Date and certifying (A) that attached thereto is a true, correct and complete
py of (x) the Borrower’s articles of incorporation certified by the Secretary of State of the Commonwealth of Pennsylvania and (y) the bylaws

of the Borrower, (B) as to the absence of dissolution or liquidation proceedings by or against the Borrower, (C) that attached thereto is a true,
correct and complete copy of resolutions adopted by the board of directors of the Borrower authorizing the execution, delivery and performance of
the Loan Documents to which the Borrower is a party and each other document delivered in connection herewith or therewith and that such
resolutions have not been amended and are in full force and effect on the date of such certificate and (D) as to the incumbency and specimen
signatures of each officer of the Borrower executing the Loan Documents to which the Borrower is a party or any other document delivered in
connection herewith or therewith.

(e) Opinions of Counsel. On the Effective Date, the Administrative Agent shall have received from counsel to the
Borrower, opinions addressed to the Administrative Agent and each Lender, dated the Effective Date, substantially in the form of Exhibit D
hereto.

(1) [Intentionally Omittedi

(g) Consents. MI necessary governmental (domestic or foreign), regulatory and third party approvals, including, without
limitation, the order (“ PUC Order “) of the Pennsylvania Public Utility Commission (“ !J”) and any required approvals of the FERC,
authorizing borrowings hereunder in connection with the transactions contemplated by this Agreement and the other Loan Documents shall have
been obtained and remain in full force and effect, in each case without any action being taken by any competent authority which could restrain or
prevent such transaction or impose, in the reasonable judgment of the Administrative Agent, materially adverse conditions upon the
consummation of such transactions.

(h) Payment of fees. Mi costs, fees and expenses due to the Administrative Agent, the Joint Lead Arrangers and the
Lenders accrued through the Effective Date (including Commitment Fees and Letter of Credit Fees) shall have been paid in full.

(1) Counsel Fees. The Administrative Agent shall have received full payment from the Borrower of the fees and expenses
of Davis Polk & Wardwell LLP described in Section 9.03 which are billed through the Effective Date and which have been invoiced one Business
Day prior to the Effective Date.

(j) Amendment fee . The Borrower shall have paid to the Administrative Agent for the account of each Lender a non
)fundable and fully earned fee (the” Amendment Fee “) as set forth in the fee Letter, on or before the Effective Date.

Section 4.02. Conditions to All Credit Events. The obligation of any Lender to make any Loan, and the obligation of any Issuing
Lender to issue (or renew or extend the term of) any Letter of Credit, is subject to the satisfaction of the following conditions:

(a) receipt by the Administrative Agent of a Notice of Borrowing as required by Section 2.03, or receipt by an Issuing
Lender of a Letter of Credit Request as required by Section 3.03;

(b) the fact that, immediately before and afler giving effect to such Credit Event, no Default shall have occurred and be
continuing; and

(c) the fact that the representations and warranties of the Borrower contained in this Agreement and the other Loan
Documents shall be true and correct on and as of the date of such Credit Event, except to the extent that such representations and warranties
specifically refer to an earlier date, in which case they were true and correct as of such earlier date and except for the representations in Section
5.04(c), Section 5.05 and Section 5.13, which shall be deemed only to relate to the matters referred to therein on and as of the Effective Date.

Each Credit Event under this Agreement shall be deemed to be a representation and warranty by the Borrower on the date of such Credit Event as
to the facts specified in clauses (b) and (c) of this Section.

ARTICLE V
REPRESENTATIONS AND WARRANTIES

The Borrower represents and warrants that:

Section 5.01. Status. The Borrower is a corporation duly organized, validly existing and in good standing under the laws of the
Commonwealth of Pennsylvania and has the corporate authority to make and perform this Agreement and each other Loan Document to which it
is a party.

Section 5.02. Authority: No Conflict. The execution, delivery and performance by the Borrower of this Agreement and each other
an Document to which it is a patty have been duly authorized by all necessary corporate action and do not violate (1) any provision of law or

egulation, or any decree, order, writ or judgment, (ii) any provision of its articles of incorporation or bylaws, or (iii) result in the breach of or
constitute a default under any indenture or other agreement or instrument to which the Borrower is a party.

Section 5.03. Lemlity; Etc . This Agreement and each other Loan Document (other than the Notes) to which the Borrower is a party



constitute the legal, valid and binding obligations of the Borrower, and the Notes, when executed and delivered in accordance with this
Agreement, will constitute legal, valid and binding obligations of the Borrower, in each case enforceable against the Borrower in accordance with
their terms except to the extent limited by (a) bankruptcy, insolvency, fraudulent conveyance or reorganization laws or by other similar laws
relating to or affecting the enforceability of creditors’ rights generally and by general equitable principles which may limit the right to obtain

uitable remedies regardless of whether enforcement is considered in a proceeding of law or equity or (b) any applicable public policy on
orceability of provisions relating to contribution and indemidfication.

Section 5.04. financial Condition.

(a) Audited Financial Statements. The consolidated balance sheet of the Borrower and its Consolidated Subsidiaries as of
December 31, 2011 and the related consolidated statements of income and cash flows for the fiscal year then ended, reported on by Ernst &
Young, LLP, copies of which have been delivered to each of the Administrative Agent and the Lenders, fairly present, in conformity with GAAP,
the consolidated financial position of the Borrower and its Consolidated Subsidiaries as of such date and their consolidated results of operations
and cash flows for such fiscal year.

(b) Interim Financial Statements. The unaudited consolidated balance sheet of the Borrower and its Consolidated
Subsidiaries as of June 30, 2012 and the related unaudited consolidated statements of income and cash flows for the six months then ended fairly
present, in conformity with GAfiJ applied on a basis consistent with the fmancial statements referred to in subsection (a) of this Section, the
consolidated fmancial position of the Borrower and its Consolidated Subsidiaries as of such date and their consolidated results of operations and
cash flows for such six-month period (subject to normal year-end audit adjustments).

(c) Material Adverse Change. Since December 31, 2011 there has been no change in the business, assets, fmancial
condition or operations of the Borrower and its Consolidated Subsidiaries, considered as a whole, that would materially and adversely affect the
Borrower’s ability to perform any of its obligations under this Agreement, the Notes or the other Loan Documents.

Section 5.05. Litigation. Except as disclosed in or contemplated by the Borrower’s Form 10-K Report to the SEC for the year ended
December 31, 2011 or in any subsequent form 10-K, 1O-Q or 8-K Report, no litigation, arbitration or administrative proceeding against the
Borrower is pending or, to the Borrower’s knowledge, threatened, which would reasonably be expected to materially and adversely affect the
ability of the Borrower to perform any of its obligations under this Agreement, the Notes or the other Loan Documents. There is no litigation,
arbitration or administrative proceeding pending or, to the knowledge of the Borrower, threatened which questions the validity of this Agreement
or the other Loan Documents to which it is a party.

Section 5.06. No Violation. No part of the proceeds of the borrowings by hereunder will be used, directly or indirectly by the
Borrower for the purpose of purchasing or carrying any “margin stock” within the meaning of Regulation U of the Board of Governors of the
‘deral Reserve System. or for any other purpose which violates, or which conflicts with, the provisions of Regulations U or X of said Board of
,bvernors. The Borrower is not engaged principally, or as one of its important activities, in the business of extending credit for the purpose of

purchasing or carrying any such “margin stock”.

Section 5.07. ERISA. Each member of the ERISA Group has fulfilled its obligations under the minimum funding standards of
ERISA and the Internal Revenue Code with respect to each Material Plan and is in compliance in all material respects with the presently
applicable provisions of ERISA and the internal Revenue Code with respect to each Material Plan. No member of the ERISA Group has (i)
sought a waiver of the minimum funding standard under Section 412 of the internal Revenue Code in respect of any Material Plan, (ii) failed to
make any contribution or payment to any Material Plan, or made any amendment to any Material Plan, which has resulted or could result in the
imposition of a Lien or the posting of a bond or other security under ERISA or the Internal Revenue Code or (iii) incurred any material liability
under Title IV of ERISA other than a liability to the PBGC for premiums under Section 4007 of ERISA.

Section 5.0$. Govermnental Approvals . No authorization, consent or approval from any Governmental Authority is required for the
execution, deliveiy and performance by the Borrower of this Agreement, the Notes and the other Loan Documents to which it is a party and
except such authorizations, consents and approvals, including, without limitation, the PUC Order, as shall have been obtained prior to the
Effective Date and shall be in full force and effect.

Section 5.09. Investment Company Act. The Borrower is not an “investment company” within the meaning of the investment
Company Act of 1940, as amended.

Section 5.10. Tax Returns and Payments . The Borrower has filed or caused to be filed all Federal, state, local and foreign income tax
returns required to have been filed by it and has paid or caused to be paid all income taxes shown to be due on such returns except income taxes
that are being contested in good faith by appropriate proceedings and for which the Borrower shall have set aside on its books appropriate reserves
with respect thereto in accordance with GAAP or that would not reasonably be expected to have a Material Adverse Effect.

Section 5.11. Compliance with Laws. To the knowledge of the Borrower, the Borrower is in compliance with all applicable laws,
regulations and orders of any Governmental Authority, domestic or foreign, in respect of the conduct of its business and the ownership of its
property (including, without limitation, compliance with all applicable ERISA and Environmental Laws and the requirements of any permits
issued under such Environmental Laws), except to the extent (a) such compliance is being contested in good faith by appropriate proceedings or
b) non-compliance would not reasonably be expected to materially and adversely affect its ability to perform any of its obligations under this

ç,,Jgreernent, the Notes or any other Loan Document to which it is a party.

Section 5.12. No Default. No Default has occurred and is continuing.

Section 5.13. Environmental Matters.



(a) Except (1) as disclosed in or contemplated by the Borrower’s Form 10-K Report to the SEC for the year ended
December 31, 2011 or in any subsequent form 10-K, lO-Q or 8-K Report. or (ii) to the extent that the liabilities of the Borrower and its
Subsidiaries, taken as a whole, that relate to or could reasonably be expected to result from the matters referred to in clauses (i) through (iii) of this

ection 5.13(a), inclusive, would not reasonably be expected to result in a Material Adverse Effect:

(i) no notice, notification, citation, summons, complaint or order has been received by the Borrower or any
of its Subsidiaries, no penalty has been assessed nor is any investigation or review pending or, to the Borrower’s or any of its
Subsidiaries’ knowledge, threatened by any governmental or other entity with respect to any (A) alleged violation by or liability of the
Borrower or any of its Subsidiaries of or under any Environmental Law, (B) alleged failure by the Borrower or any of its Subsidiaries to
have any envirom-nental permit, certificate, license, approval, registration or authorization required in connection with the conduct of its
business or (C) generation, storage, treatment, disposal, transportation or release of Hazardous Substances;

(ii) to the Borrower’s or any of its Subsidiaries’ knowledge, no Hazardous Substance has been released
(and no written notification of such release has been filed) (whether or not in a reportable or threshold planning quantity) at, on or under
any property now or previously owned, leased or operated by the Borrower or any of its Subsidiaries; and

(iii) no property now or previously owned, leased or operated by the Borrower or any of its Subsidiaries or,
to the Borrower’s or any of its Subsidiaries’ knowledge, any property to which the Borrower or any of its Subsidiaries has, directly or
indirectly, transported or arranged for the transportation of any Hazardous Substances, is listed or, to the Borrower’s or any of its
Subsidiaries’ knowledge, proposed for listing, on the National Priorities List promulgated pursuant to the Comprehensive Environmental
Response, Compensation and Liability Act of 1980, as amended (“ CERCLA “), on CERCLIS (as defmed in CERCLA) or on any similar
federal, state or foreign list of sites requiring investigation or clean-up.

(b) Except as disclosed in or contemplated by the Borrower’s Form 10-K Report to the SEC for the year ended December
31, 2011 or in any subsequent Form 10-K, 10-Q or 8-K Report, to the Borrower’s or any of its Subsidiaries’ knowledge, there are no
Enviromriental Liabilities that have resulted or could reasonably be expected to result in a Material Adverse Effect.

(c) For purposes of this Section 5.13, the terms “the Borrower” and “Subsidiary” shall include any business or business
entity (including a corporation) which is a predecessor, in whole or in part, of the Borrower or any of its Subsidiaries from the time such business
or business entity became a Subsidiary of PPL Corporation, a Pennsylvania corporation.

Section 5.14. OfAC. None of the Borrower, any Subsidiary of the Borrower or any Affiliate of the Borrower: (i) is a Sanctioned
Person, (ii) has more than 10% of its assets in Sanctioned Entities, or (iii) derives more than 10% of its operating income from investments in, or
nsactions with Sanctioned Persons or Sanctioned Entities. The proceeds of any Loan will not be used and have not been used to fund any
}erations in, fmance any investments or activities in, or make any payments to, a Sanctioned Person or a Sanctioned Entity.

ARTICLE VI
COVENANTS

The Borrower agrees that so long as any Lender has any Commitment hereunder or any amount payable hereunder or under any
Note or other Loan Document remains unpaid or any Letter of Credit Liability remains outstanding:

Section 6.01. Information . The Borrower will deliver or cause to be delivered to each of the Lenders (it being understood that the
posting of the information required in clauses (a), (b) and (1) of this Section 6.01 on the Borrower’s website (http://www.pplweb.com ) or making
such information available on IntraLinks, Syndtrak (or similar service) shall be deemed to be effective delivery to the Lenders):

(a) Annual financial Statements. Promptly when available and in any event within ten (10) days after the date such
information is required to be delivered to the SEC, a consolidated balance sheet of the Borrower and its Consolidated Subsidiaries as of the end of
such fiscal year and the related consolidated statements of income and cash flows for such fiscal year and accompanied by an opinion thereon by
independent public accountants of recognized national standing, which opinion shall state that such consolidated financial statements present
fairly the consolidated fmancial position of the Borrower and its Consolidated Subsidiaries as of the date of such fmancial statements and the
results of their operations for the period covered by such fmancial statements in conformity with GAAP applied on a consistent basis.

(b) Ouarterly financial Statements. Promptly when available and in any event within ten (10) days after the date such
information is required to be delivered to the SEC, a consolidated balance sheet of the Borrower and its Consolidated Subsidiaries as of the end of
such quarter and the related consolidated statements of income and cash flows for such fiscal quarter, all certified (subject to normal year-end
audit adjustments) as to fairness of presentation, GAAP and consistency by any vice president, the treasurer or the controller of the Borrower.

(c) Officer’s Certificate. Simultaneously with the delivery of each set of financial statements referred to in subsections (a)
and (b) above, a certificate of the chief accounting officer or controller of the Borrower, (i) setting forth in reasonable detail the calculations
required to establish compliance with the requirements of Section 6.09 on the date of such financial statements and (ii) stating whether there exists
on the date of such certificate any Default and, if any Default then exists, setting forth the details thereof and the action which the BolTower is
taking or proposes to take with respect thereto.

(d) Default. Forthwith upon acquiring knowledge of the occurrence of any (i) Default or (ii) Event of Default, in either
case a certificate of a vice president or the treasurer of the Borrower setting forth the details thereof and the action which the Borrower is taking or
proposes to take with respect thereto.



(e) Change in Borrower’s Ratings. Promptly, upon the chief executive officer, the president, any vice president or any
senior fmancial officer of the Borrower obtaining knowledge of any change in a Borrower’s Rating, a notice of such Borrower’s Rating in effect
after giving effect to such change.

(f) Securities Laws Filing. Promptly when available and in any event within ten (10) days after the date such information
equired to be delivered to the SEC, a copy of any Form 10-K Report to the SEC and a copy of any Form 10-Q Report to the SEC, and promptly

pon the filing thereof, any other filings with the SEC.

(g) ERISA Matters. If and when any member of the ERISA Group: (i) gives or is required to give notice to the PBGC of
any “reportable event” (as defined in Section 4043 of ERISA) with respect to any Material Plan which might constitute grounds for a temilnation
of such Plan under Title W of ERISA, or knows that the plan administrator of any Material Plan has given or is required to give notice of any such
reportable event, a copy of the notice of such reportable event given or required to be given to the PBGC; (ii) receives, with respect to any
Material Plan that is a Multiemployer Plan, notice of any complete or partial withdrawal liability under Title IV of EMSA, or notice that any
Multiemployer Plan is in reorganization, is insolvent or has been terminated, a copy of such notice; (iii) receives notice from the PBGC under
Title 1V of ERISA of an intent to terminate, impose material liability (other than for premiums under Section 4007 of ERISA) in respect of, or
appoint a trustee to administer any Material Plan, a copy of such notice; (iv) applies for a waiver of the minimum funding standard under Section
412 of the Internal Revenue Code with respect to a Material Plan, a copy of such application; (v) gives notice of intent to terminate any Plan under
Section 4041(c) of ERISA, a copy of such notice and other information filed with the PBGC; (vi) gives notice of withdrawal from any Plan
pursuant to Section 4063 of ERISA; or (vii) fails to make any payment or contribution to any Plan or makes any amendment to any Plan which
has resulted or could result in the imposition of a Lien or the posting of a bond or other security, a copy of such notice, a certificate of the chief
accounting officer or controller of the Borrower setting forth details as to such occurrence and action, if any, which the Borrower or applicable
member of the ERISA Group is required or proposes to take.

(h) Other Information. From time to time such additional financial or other information regarding the fmancial condition,
results of operations, properties, assets or business of the Borrower or any of its Subsidiaries as any Lender may reasonably request.

The Borrower hereby acknowledges that (a) the Administrative Agent will make available to the Lenders and each Issuing
Lender materials and/or information provided by or on behalf of the Borrower hereunder (collectively, “ Borrower Materials “) by posting the
Borrower Materials on IntraLinks or another similar electronic system (the “ Platform “) and (b) certain of the Lenders may be “public-side”
Lenders (i.e., Lenders that do not wish to receive material non-public information with respect to the Borrower or its securities) (each, a “Public
Lender “). The Borrower hereby agrees that it will use commercially reasonable efforts to identify that portion of the Borrower Materials that may
be distributed to the Public Lenders and that (w) all such Borrower Materials shall be clearly and conspicuously marked “PUBLIC” which, at a
minimum, shall mean that the word “PUBLIC” shall appear prominently on the first page thereof; (x) by marking Borrower Materials “PUBLIC,”
the Borrower shall be deemed to have authorized the Administrative Agent, the Issuing Lenders and the Lenders to treat such Borrower Materials
not containing any material non-public information (although it may be sensitive and proprietary) with respect to the Borrower or its securities
k purposes of United States Federal and state securities laws ( provided , however , that to the extent such Borrower Materials constitute

information (as defmed below), they shall be treated as set forth in Section 9.12); (y) all Borrower Materials marked “PUBLIC” are permitted to
be made available through a portion of the Platform designated “Public Investor;” and (z) the Administrative Agent shall be entitled to treat any
Borrower Materials that are not marked “PUBLIC” as being suitable only for posting (subject to Section 9.12) on a portion of the Platform not
designated “Public Investor.” “ Information “ means all information received from the Borrower or any of its Subsidiaries relating to the
Borrower or any of its Subsidiaries or any of their respective businesses, other than any such information that is available to the Administrative
Agent, any Lender or any Issuing Lender on a nonconuidential basis prior to disclosure by the Borrower or any of its Subsidiaries; provided that,
in the case of information received from the Borrower or any of its Subsidiaries after the Effective Date, such infonnation is clearly identified at
the time of delivery as confidential. Any Person required to maintain the confidentiality of Information as provided in this Section shall be
considered to have complied with its obligation to do so if such Person has exercised the same degree of care to maintain the confidentiality of
such Information as such Person would accord to its own confidential information.

Section 6.02. Maintenance of Property; Insurance.

(a) Maintenance of Properties. The Borrower will keep all property useful and necessary in its businesses in good
working order and condition, subject to ordinary wear and tear, unless the Borrower determines in good faith that the continued maintenance of
any of such properties is no longer economically desirable and so long as the failure to so maintain such properties would not reasonably be
expected to have a Material Adverse Effect.

(b) Insurance. The Borrower will maintain, or cause to be maintained, insurance with fmancially sound (determined in
the reasonable judgment of the Borrower) and responsible companies in such amounts (and with such risk retentions) and against such risks as is
usually carried by owners of similar businesses and properties in the same general areas in which the Borrower operates.

Section 6.03. Conduct of Business and Maintenance of Existence. The Borrower will (i)continue to engage in businesses of the same
general type as now conducted by the Borrower and its Subsidiaries and businesses related thereto or arising out of such businesses, except to the
extent that the failure to maintain any existing business would not have a Material Adverse Effect and (ii) except as otherwise pennitted in Section
6.07, preserve, renew and keep in full force and effect, and will cause each of its Subsidiaries to preserve, renew and keep in full force and effect,
their respective corporate (or other entity) existence and their respective rights, privileges and franchises necessary or material to the normal
‘onduct of business, except. in each case, where the failure to do so could not reasonably be expected to have a Material Adverse Effect.

Section 6.04. Compliance with Laws, Etc. The Borrower will comply with all applicable laws, regulations and orders of any
Governmental Authority, domestic or foreign, in respect of the conduct of its business and the ownership of its property (including, without
limitation, compliance with all applicable ERISA and Environmental Laws arid the requirements of any permits issued under such Environmental
Laws), except to the extent (a) such compliance is being contested in good faith by appropriate proceedings or (b) non-compliance could not



reasonably be expected to have a Material Adverse Effect.

Section 6.05. Books and Records. The Borrower (i) will keep, and will cause each of its Subsidiaries to keep, proper books of record
and account in conformity with GAAP and (ii) will permit representatives of the Administrative Agent and each of the Lenders to visit and inspect
any of their respective properties, to examine and make copies from any of their respective books and records and to discuss their respective

airs, finances and accounts with their officers, any employees and independent public accountants, all at such reasonable times and as often as
ay reasonably be desired; provided, that, the rights created in this Section 6.05 to “visit”, “inspect”, “discuss” and copy shall not extend to any

matters which the Borrower deems, in good faith, to be confidential, unless the Administrative Agent and any such Lender agree in writing to
keep such matters confidential.

Section 6.06. Use of Proceeds. The proceeds of the Loans made under this Agreement will be used by the Borrower to repay loans
under the Existing Credit Agreement on the Effective Date and for general corporate purposes of the Borrower and its Affiliates, including for
working capital purposes and for making investments in or loans to Affiliates. The Borrower will request the issuance of Letters of Credit solely
for general corporate purposes of the Borrower and its Affiliates. No such use of the proceeds for general corporate purposes will be, directly or
indirectly, for the purpose, whether immediate, incidental or ultimate, of buying or canying any Margin Stock within the meaning of Regulation
U.

Section 6.07. Merger or Consolidation. The Borrower will not merge with or into or consolidate with or into any other corporation or
entity, unless (i) immediately after giving effect thereto, no event shall occur and be continuing which constitutes a Default, (ii) the surviving or
resulting Person, as the case may be, assumes and agrees in writing to pay and perform all of the obligations of the Borrower under this
Agreement, (iii) substantially all of the consolidated assets and consolidated revenues of the surviving or resulting Person, as the case may be, are
anticipated to come from the utility or energy businesses and (iv) the senior long-term debt ratings from both Rating Agencies of the surviving or
resulting Person, as the case may be, immediately following the merger or consolidation is equal to or greater than the senior long-term debt
ratings from both Rating Agencies of the Borrower immediately preceding the announcement of such consolidation or merger.

Section 6.08. Asset Sales. Except for the sale of assets required to be sold to conform with governmental requirements, the Borrower
shall not consummate any Asset Sale, if the aggregate net book value of all such Asset Sales consummated during the four calendar quarters
immediately preceding any date of determination would exceed 25% of the total assets of the Borrower and its Consolidated Subsidiaries as of the
beginning of the Borrower’s most recently ended full fiscal quarter; provided, however, that any such Asset Sale will be disregarded for purposes
of the 25% limitation specified above: (a) if any such Asset Sale is in the ordinary course of business of the Borrower (b) if the assets subject to
any such Asset Sale are worn out or are no longer useful or necessary in connection with the operation of the businesses of the Borrower; (c) if the
assets subject to any such Asset Sale are being transferred to a Wholly Owned Subsidiary of the Borrower; (d) if the proceeds from any such Asset
Sale (i) are, within twelve (12) months of such Asset Sale, invested or reinvested by the Borrower in a Permitted Business, (ii) are used by the
Borrower to repay Debt of the Borrower, or (iii) are retained by the Borrower; or (e) if, prior to any such Asset Sale, both Rating Agencies
-unfirm the then-current Borrower Ratings after giving effect to any such Asset Sale.

Section 6.09. Consolidated Debt to Consolidated Capitalization Ratio. The ratio of Consolidated Debt of the Borrower to
Consolidated Capitalization of the Borrower shall not exceed 70%, measured as of the end of each fiscal quarter.

ARTICLE Vu
DEFAULTS

Section 7.01. Events of Default. If one or more of the following events (each an “Event of Default”) shall have occurred and be
continuing:

(a) the Borrower shall fail to pay when due any principal on any Loans or Reimbursement Obligations; or

(b) the Borrower shall fail to pay when due any interest on the Loans and Reimbursement Obligations, any fee or any other
amount payable hereunder or under any other Loan Document for five (5) days following the date such payment becomes due hereunder; or

(c) the Borrower shall fail to observe or perform any covenant or agreement contained in clause (ii) of Section 6.05, or
Sections 6.06, 6.07, 6.08 or 6.09; or

(d) the Borrower shall fail to observe or perform any covenant or agreement contained in Section 6.01(d)(i) for 30 days
after any such failure or in Section 6.01(d)(ii) for ten (10) days after any such failure: or

(e) the Borrower shall fail to observe or perform any covenant or agreement contained in this Agreement or any other
Loan Document (other than those covered by clauses (a), (b), (c) or (d) above) for thirty (30) days after written notice thereof has been given to
the defaulting party by the Administrative Agent, or at the request of the Required Lenders; or

(f) any representation, warranty or certification made by the Borrower in this Agreement or any other Loan Document or
in any certificate, financial statement or other document delivered pursuant hereto or thereto shall prove to have been incorrect in any material
respect when made or deemed made; or

(g) the Borrower shall (i) fail to pay any principal or interest, regardless of amount, due in respect of any Material Debt
eyond any period of grace provided with respect thereto, or (ii) fail to observe or perform any other term, covenant, condition or agreement

contained in any agreement or instrument evidencing or governing any such Material Debt beyond any period of grace provided with respect
thereto if the effect of any failure referred to in this clause (ii) is to cause, or to permit the holder or holders of such Debt or a trustee on its or their
behalf to cause, such Debt to become due prior to its stated maturity; or



(h) the Borrower shall commence a voluntary case or other proceeding seeking liquidation, reorganization or other relief
with respect to itself or its debts under any bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the appointment of a
trustee, receiver, liquidator, custodian or other similar official of it or any substantial part of its property, or shall consent to any such relief or to
he appointment of or taking possession by any such official in an involuntary case or other proceeding commenced against it, or shall make a

eral assignment for the benefit of creditors, or shall fail generally to pay, or shall admit in writing its inability to pay, its debts as they become
,.ae, or shall take any corporate action to authorize any of the foregoing; or

(i) an involuntary case or other proceeding shall be conunenced against the Borrower seeking liquidation, reorganization
or other relief with respect to it or its debts under any banlcruptcy, insolvency or other similar law now or hereafter in effect or seeking the
appointment of a trustee, receiver, liquidator, custodian or other similar official of it or any substantial part of its property, and such involuntary
case or other proceeding shall remain undismissed and unstayed for a period of 60 days; or an order for relief shall be entered against the
Borrower under the Bankruptcy Code; or

(j) any member of the ERISA Group shall fail to pay when due an amount or amounts aggregating in excess of
$50,000,000 which it shall have become liable to pay under Title IV of ERISA; or notice of intent to terminate a Material Plan shall be filed under
Title IV of ERISA by any member of the ERISA Group, any plan administrator or any combination of the foregoing; or the PBGC shall institute
proceedings under Title IV of ERISA to terminate, to impose liability (other than for premiums under Section 4007 of ERISA) in respect of, or to
cause a trustee to be appointed to administer any Material Plan; or a condition shall exist by reason of which the PBGC would be entitled to obtain
a decree adjudicating that any Material Plan must be terminated; or there shall occur a complete or partial withdrawal from, or default, within the
meaning of Section 421 9(c)(5) of ERISA, with respect to, one or more Multiemployer Plans which could reasonably be expected to cause one or
more members of the ERISA Group to incur a current payment obligation in excess of $50,000,000; or

(k) the Borrower shall fail within sixty (60) days to pay, bond or otherwise discharge any judgment or order for the
payment of money in excess of $20,000,000, entered against the Borrower that is not stayed on appeal or otherwise being appropriately contested
in good faith; or

(I) a Change of Control shall have occurred;

then, and in every such event, while such event is continuing, the Administrative Agent may (A) if requested by the Required Lenders, by notice
to the Borrower terminate the Commitments, and the Commitments shall thereupon terminate, and (B) if requested by the Lenders holding more
than 50% of the sum of the aggregate outstanding principal amount of the Loans and Letter of Credit Liabilities at such time, by notice to the
Botrower declare the Loans and Letter of Credit Liabilities (together with accrued interest and accrued and unpaid fees thereon and all other
amounts due hereunder) to be, and the Loans and Letter of Credit Liabilities shall thereupon become, immediately due and payable without

C ‘çesentment, demand, protest or other notice of any kind (except as set forth in clause (A) above), all of which are hereby waived by the Borrower
Id require the Borrower to, and the Borrower shall, cash collateralize (in accordance with Section 2.09(a)(ii)) all Letter of Credit Liabilities then

butstanding; provided , that, in the case of any Default or any Event of Default specified in clause 7.01(h) or 7.01(i) above with respect to the
Borrower, without any notice to the Borrower or any other act by the Administrative Agent or any Lender, the Commitments shall thereupon
terminate and the Loans and Letter of Credit Liabilities (together with accrued interest and accrued and unpaid fees thereon and all other amounts
due hereunder) shall become immediately due and payable without presentment, demand, protest or other notice of any kind, all of which are
hereby waived by the Borrower, and the Borrower shall cash collateralize (in accordance with Section 2.09(a)(ii)) all Letter of Credit Liabilities
then outstanding.

ARTICLE VIII
THE AGENTS

Section 8.01. Appointment and Authorization. Each Lender hereby irrevocably designates and appoints the Administrative Agent to
act as specified herein and in the other Loan Documents and to take such actions on its behalf under the provisions of this Agreement and the
other Loan Documents and perform such duties as are expressly delegated to the Administrative Agent by the terms of this Agreement and the
other Loan Documents, together with such other powers as are reasonably incidental thereto. The Administrative Agent agrees to act as such upon
the express conditions contained in this Article VIII. Notwithstanding any provision to the contrary elsewhere in this Agreement or in any other
Loan Document, the Administrative Agent shall not have any duties or responsibilities, except those expressly set forth herein or in the other Loan
Documents, or any fiduciary relationship with any Lender, and no implied covenants, ftmctions, responsibilities, duties, obligations or liabilities
shall be read into this Agreement or otherwise exist against the Administrative Agent. The provisions of this Article VIII are solely for the benefit
of the Administrative Agent and Lenders, and no other Person shall have any rights as a third patty beneficiary of any of the provisions
hereof, for the sake of clarity, the Lenders hereby agree that no Agent other than the Administrative Agent shall have, in such capacity, any
duties or powers with respect to this Agreement or the other Loan Documents.

Section 8.02. Individual Capacity . The Administrative Agent and its Affiliates may make loans to, accept deposits from and
generally engage in any kind of business with the Borrower and its Affiliates as though the Administrative Agent were not an Agent. With respect
to the Loans made by it and all obligations owing to it, the Administrative Agent shall have the same rights and powers under this Agreement as
any Lender and may exercise the same as though it were not an Agent, and the terms “Required Lenders”, “Lender” and “Lenders” shall include
the Administrative Agent in its individual capacity.

Section 8.03. Delegation of Duties. The Administrative Agent may execute any of its duties under this Agreement or any other Loan
ocurnent by or through agents or attorneys-in-fact. The Administrative Agent shall not be responsible for the negligence or misconduct of any

agents or attorneys-in-fact selected by it with reasonable care except to the extent otherwise required by Section 8.07.

Section 8.04. Reliance by the Administrative Agent. The Administrative Agent shall be entitled to rely, and shall be fully protected



ui relying, upon any note, writing, resolution, notice, consent, certificate. affidavit, letter. telecopy or other electronic facsimile
transmission, telex, telegram, cable, teletype, electronic transmission by modem, computer disk or any other message, statement, order or other
writing or conversation believed by it to be genuine and correct and to have been signed, sent or made by the proper Person or Persons and upon
advice and statements of legal counsel (including, without limitation, counsel to the Borrower), independent accountants and other experts
selected by the Administrative Agent. The Administrative Agent shall be fully justified in failing or refusing to take any action under this

reement or any other Loan Document unless it shall first receive such advice or concurrence of the Required Lenders, or all of the Lenders, if
Jplicable, as it deems appropriate or it shall first be indemnified to its satisfaction by the Lenders against any and all liability and expense which

may be incurred by it by reason of taking or continuing to take any such action. The Administrative Agent shall in all cases be fully protected in
acting, or in refraining from acting, under this Agreement and the other Loan Documents in accordance with a request of the Required Lenders or
all of the Lenders, if applicable, and such request and any action taken or failure to act pursuant thereto shall be binding upon all of the Lenders.

Section 8.05. Notice of Default. The Administrative Agent shall not be deemed to have knowledge or notice of the occurrence of any
Default hereunder unless the Administrative Agent has received notice from a Lender or the Borrower referring to this Agreement, describing
such Default and stating that such notice is a “notice of default”. If the Administrative Agent receives such a notice, the Administrative Agent
shall give prompt notice thereof to the Lenders. The Administrative Agent shall take such action with respect to such Default as shall be
reasonably directed by the Required Lenders; provided, that, unless and until the Administrative Agent shall have received such directions, the
Administrative Agent may (but shall not be obligated to) take such action, or refrain from taking such action, with respect to such Default as it
shall deem advisable in the best interests of the Lenders.

Section 8.06. Non-Reliance on the Agents and Other Lenders. Each Lender expressly acknowledges that no Agent or officer,
director, employee, agent, attorney-in-fact or affiliate of any Agent has made any representations or warranties to it and that no act by any Agent
hereafter taken, including any review of the affairs of the Borrower, shall be deemed to constitute any representation or warranty by such Agent to
any Lender. Each Lender acknowledges to the Agents that it has, independently and without reliance upon any Agent or any other Lender, and
based on such documents and information as it has deemed appropriate, made its own appraisal of and investigation into the business, assets,
operations, property, financial and other condition, prospects and creditworthiness of the Borrower and made its oven decision to make its Loans
hereunder and to enter into this Agreement. Each Lender also acknowledges that it will, independently and without reliance upon any Agent or
any other Lender, and based on such documents and information as it shall deem appropriate at the time, continue to make its own credit analysis,
appraisals and decisions in taking or not taking action under this Agreement, and to make such investigation as it deems necessary to inform itself
as to the business, assets, operations, property, financial and other condition, prospects and creditworthiness of the Borrower. No Agent shall
have any duty or responsibility to provide any Lender with any credit or other information concerning the business, operations, assets, property,
financial and other condition, prospects or creditworthiness of the Borrower which may come into the possession of such Agent or any of its
officers, directors, employees, agents, attorneys-in-fact or affiliates.

Section 8.07. Exculpatory Provisions . The Administrative Agent shall not, and no officers, directors, employees, agents, attorneys
‘\-fact or affiliates of the Administrative Agent, shall (1) be liable for any action lawfully taken or omitted to be taken by it under or in connection( )th this Agreement or any other Loan Document (except for its own gross negligence, willful misconduct or bad faith) or (ii) be responsible in
ny manner to any of the Lenders for any recitals, statements, representations or warranties made by the Borrower or any of its officers contained
in this Agreement, in any other Loan Document or in any certificate, report, statement or other document referred to or provided for in, or received
by the Administrative Agent under or in connection with, this Agreement or any other Loan Document or for any failure of the Borrower or any of
its officers to perform its obligations hereunder or thereunder. The Administrative Agent shall not be under any obligation to any Lender to
ascertain or to inquire as to the observance or performance of any of the agreements contained in, or conditions of, this Agreement or any other
Loan Document, or to inspect the properties, books or records of the Borrower. The Administrative Agent shall not be responsible to any Lender
for the effectiveness, genuineness, validity, enforceability. collectibility or sufficiency of this Agreement or any other Loan Document or for any
representations, warranties, recitals or statements made by any other Person herein or therein or made by any other Person in any written or oral
statement or in any financial or other statements, instruments, reports, certificates or any other documents in connection herewith or therewith
furnished or made by the Administrative Agent to the Lenders or by or on behalf of the Borrower to the Administrative Agent or any Lender or be
required to ascertain or inquire as to the performance or observance of any of the terms, conditions, provisions, covenants or agreements contained
herein or therein or as to the use of the proceeds of the Loans or of the existence or possible existence of any Default.

Section 8.08. Indemnification. To the extent that the Borrower for any reason fails to indefeasibly pay any amount required under
Sections 9.03(a), (b) or (c) to be paid by it to the Administrative Agent (or any sub-agent thereof), the Lenders severally agree to indemnif’ the
Administrative Agent, in its capacity as such, and hold the Administrative Agent, in its capacity as such, harmless ratably according to their
respective Conunitments from and against any and all liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs and
reasonable expenses or disbursements of any kind whatsoever which may at any time (including, without limitation, at any time following the full
payment of the obligations of the Borrower hereunder) be imposed on, incurred by or asserted against the Administrative Agent, in its capacity as
such, in any way relating to or arising out of this Agreement or any other Loan Document, or any documents contemplated hereby or referred to
herein or the transactions contemplated hereby or any action taken or omitted to be taken by the Administrative Agent under or in connection with
any of the foregoing, but only to the extent that any of the foregoing is not paid by the Borrower; provided, that no Lender shall be liable to the
Administrative Agent for the payment of any portion of such liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs or
expenses or disbursements resulting from the gross negligence, willful misconduct or bad faith of the Administrative Agent. If any indemnity
furnished to the Administrative Agent for any purpose shall, in the reasonable opinion of the Administrative Agent, be insufficient or become
impaired, the Administrative Agent may call for additional indenmity and cease, or not commence, to do the acts indenmified against until such
additional indenmity is furnished. The agreement in this Section 8.08 shall survive the payment of all Loans, Letter of Credit Liabilities, fees and
other obligations of the Borrower arising hereunder.

Section 8.09. Resiunation: Successors . The Administrative Agent may resign as Administrative Agent upon twenty (20) days notice
to the Lenders. Upon the resignation of the Administrative Agent, the Required Lenders shall have the right to appoint from among the Lenders a
successor to the Administrative Agent, subject to prior approval by the Borrower (so long as no Event of Default exists) (such approval not to be
unreasonably withheld), whereupon such successor Administrative Agent shall succeed to and become vested with all the rights, powers and



duties of the retiring Administrative Agent, and the term “Administrative Agent” shall include such successor Administrative Agent
effective upon its appointment, and the retiring Administrative Agent’s rights, powers and duties as Administrative Agent shall be terminated,
without any other or further act or deed on the part of such former Administrative Agent or any of the parties to this Agreement or any other Loan
Document. If no successor shall have been appointed by the Required Lenders and approved by the Borrower and shall have accepted such

pointment within thirty (30) days after the retiring Administrative Agent gives notice of its resignation, then the retiring Administrative Agent
y at its election give notice to the Lenders and the Borrower of the immediate effectiveness of its resignation and such resignation shall
reupon become effective and the Lenders collectively shall perform all of the duties of the Administrative Agent hereunder and under the other

Loan Documents until such time, if any, as the Required Lenders appoint a successor agent as provided for above. After the retiring
Administrative Agent’s resignation hereunder as Administrative Agent, the provisions of this Article VIII shall inure to its benefit as to any
actions taken or omitted to be taken by it while it was Administrative Agent under this Agreement or any other Loan Document.

Section 8.10. Administrative Agent’s fees. The Borrower shall pay to the Administrative Agent for its own account fees in the
amount and at the times agreed to and accepted by the Borrower pursuant to the fee Letter.

ARTICLE IX
MISCELLANEOUS

Section 9.01. Notices. Except as otherwise expressly provided herein, all notices and other communications hereunder shall be in
writing (for purposes hereof, the term “writing” shall include infonnation in electronic format such as electronic mail and internet web pages) or
by telephone subsequently confirmed in writing; provided that the foregoing shall not apply to notices to any Lender, the Swingline Lender or
Issuing Lender pursuant to Article II or Article III, as applicable, if such Lender, Swingline Lender or Issuing Lender, as applicable, has notified
the Administrative Agent that it is incapable of receiving notices under such Article in electronic format. Any notice shall have been duly given
and shall be effective if delivered by hand deliveiy or sent via electronic mail, telecopy, recognized overnight courier service or certified or
registered mail, return receipt requested, or posting on an internet web page, and shall be presumed to be received by a party hereto (i) on the date
of delivery if delivered by hand or sent by electronic mail, posting on an internet web page, or telecopy, (ii) on the Business Day following the day
on which the same has been delivered prepaid (or on an invoice basis) to a reputable national overnight air courier service or (iii) on the third
Business Day following the day on which the same is sent by certified or registered mail, postage prepaid, in each case to the respective parties at
the address or telecopy numbers, in the case of the Borrower and the Administrative Agent, set forth below, and, in the case of the Lenders, set
forth on signature pages hereto, or at such other address as such party may specify by written notice to the other parties hereto:

if to the Borrower:

PPL Electric Utilities Corporation
Two North Ninth Street (GENTWI4). Allentown, Pennsylvania 18101-1179
Attention: Russell R. Clelland
Telephone: 610-774-5151
facsimile: 610-774-5235

with a copy to:

PPL Electric Utilities Corporation
Two North Ninth Street (GENTW4)
Allentown, Pennsylvania 18101-1179
Attention: Frederick C. Paine, Esq.
Telephone: 610-774-7445
Facsimile: 610-774-6726

if to the Administrative Agent:

Wells fargo Bank, National Association
1525 West W.T. Harris Boulevard
Mail Code: MAC D1109-019
Charlotte, NC 28262

Attention: Syndication Agency Services
Telephone: 704.590.2706
Telecopier: 704.590.2790
Electronic Mail: agencyservices.requestswe1lsfargo.com

with a copy to:

Wells Fargo Bank, National Association
90 5 7th Street, MAC: N9305-070
Minneapolis, MN 55402
Attention: Keith Lueftel
Telephone: 612-667-4747
Facsimile: 602-316-0506



with a copy to:

Davis Polk & Wardwell LLP
450 Lexington Avenue
New York, New York 10017
Attention: Jason Kyrwood
Telephone: 212-450-4653
Facsimile: 212-450-5653

Section 9.02. No Waivers; Non-Exclusive Remedies. No failure by any Agent or any Lender to exercise, no course of dealing with
respect to, and no delay in exercising any right, power or privilege hereunder or under any Note or other Loan Document shall operate as a waiver
thereof nor shall any single or partial exercise thereof preclude any other or further exercise thereof or the exercise of any other right, power or
privilege. The rights and remedies provided herein and in the other Loan Documents shall be cumulative and not exclusive of any rights or
remedies provided by law.

Section 9.03. Expenses; Indemnification.

(a) Expenses. The Borrower shall pay (i) all out-of-pocket expenses of the Agents, including legal fees and disbursements
of Davis Polk & Wardwell LLP and any other local counsel retained by the Administrative Agent, in its reasonable discretion, in connection with
the preparation, execution, deliveiy and administration of the Loan Documents, the syndication efforts of the Agents with respect thereto, any
waiver or consent thereunder or any amendment thereof or any Default or alleged Default thereunder and (ii) all reasonable out-of-pocket
expenses incurred by the Agents and each Lender, including (without duplication) the fees and disbursements of outside counsel, in connection
with any restructuring, workout, collection, bankruptcy, insolvency and other enforcement proceedings in connection with the enforcement and
protection of its rights; provided, that the Borrower shall not be liable for any legal fees or disbursements of any counsel for the Agents and the
Lenders other than Davis Polk & Wardwell LLP associated with the preparation, execution and delivery of this Agreement and the closing
documents contemplated hereby.

(b) lndenmitv in Respect of Loan Documents. The Borrower agrees to indenmi1 the Agents and each Lender, their
respective Affiliates and the respective directors, officers, trustees, agents, employees, trustees and advisors of the foregoing (each an”
li-idenmitee “) and hold each Indenmitee harmless from and against any and all liabilities, obligations, losses, damages, penalties, actions,
judgments, suits, costs and expenses or disbursements of any kind whatsoever (including, without limitation, the reasonable fees and
disbursements of counsel and any civil penalties or fmes assessed by OFAC), which may at any time (including, without limitation, at any time
following the payment of the obligations of the Borrower hereunder) be imposed on, incurred by or asserted against such Indemnitee in
connection with any investigative, administrative or judicial proceeding (whether or not such Indenmitee shall be designated a party thereto)
ought or threatened (by any third party, by the Borrower or any Subsidiary of the Borrower) hi any way relating to or arising out of this
greement, any other Loan Document or any documents contemplated hereby or referred to herein or any actual or proposed use of proceeds of

toans hereunder; provided, that no Indenmitee shall have the right to be indemnified hereunder for such Indenmitee’s own gross negligence or
willful misconduct as determined by a court of competent jurisdiction in a fmal, non-appealable judgment or order.

(c) Indemnity in Respect of Enviromnental Liabilities. The Borrower agrees to indenmify each Indemnitee and hold each
Indemnitee harmless from and against any and all liabilities, obligations, losses, damages, penalties, actions, judgments, suits, claims, costs and
expenses or disbursements of any kind whatsoever (including, without limitation, reasonable expenses of investigation by engineers,
environmental consultants and similar technical personnel and reasonable fees and disbursements of counsel) which may at any time (including,
without limitation, at any time following the payment of the obligations of the Borrower hereunder) be imposed on, incurred by or asserted against
such Indemnitee in respect of or in connection with any actual or alleged presence or release of Hazardous Substances on or from any property
now or previously owned or operated by the Borrower or any of its Subsidiaries or any predecessor of the Borrower or any of its Subsidiaries, or
any and all Environmental Liabilities. Without limiting the generality of the foregoing, the Borrower hereby waives all rights of contribution or
any other rights of recovery with respect to liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs and expenses and
disbursements in respect of or in connection with Environmental Liabilities that it might have by statute or otherwise against any Indemnitee.

(d) Waiver of Damages. To the fullest extent permitted by applicable law, the Borrower shall not assert, and hereby
waives, any claim against any Indemnitee, on any theory of liability, for special, indirect, consequential or punitive damages (as opposed to direct
or actual damages) arising out of, in connection with, or as a result of, this Agreement, any other Loan Document or any agreement or instrument
contemplated hereby, the transactions contemplated hereby or thereby, any Loan or Letter of Credit or the use of the proceeds thereof. No
Indemnitee referred to in clause (b) above shall be liable for any damages arising from the use by unintended recipients of any information or
other materials distributed by it through telecommunications, electronic or other information transmission systems in connection with this
Agreement or the other Loan Documents or the transactions contemplated hereby or thereby; provided that nothing in this Section 9.03(d) shall
relieve any Lender from its obligations under Section 9.12.

Section 9.04. Shame of Set-Offs . Each Lender agrees that if it shall, by exercising any right of set-off or counterclaim or otherwise,
receive payment of a proportion of the aggregate amount of principal and interest due with respect to any Loan made or Note held by it and any
Letter of Credit Liabilities which is greater than the proportion received by any other Lender in respect of the aggregate amount of principal and
interest due with respect to any Loan, Note and Letter of Credit Liabilities made or held by such other Lender, the Lender receiving such
iroportionately greater payment shall purchase such participations in the Loan made or Notes and Letter of Credit Liabilities held by the other

%nders,
and such other adjustments shall be made, in each case as may be required so that all such payments of principal and interest with respect

the Loan made or Notes and Letter of Credit Liabilities made or held by the Lenders shall be shared by the Lenders pro rata; provided, that
nothing in this Section shall impair the right of any Lender to exercise any right of set-off or counterclaim it may have for payment of
indebtedness of the Borrower other than its indebtedness hereunder.



Section 9.05. Amendments and Waivers . Any provision of this Agreement or the Notes may be amended or waived if, but only il
such amendment or waiver is in writing and is signed by the Borrower and the Required Lenders (and, ifthe rights or duties ofthe Administrative
Agent, Swingline Lender or any Issuing Lenders are affected thereby, by the Administrative Agent, Swingline Lender or such Issuing Lender, as
relevant); provided, that no such amendment or waiver shall. (a) unless signed by each Lender adversely affected thereby, (i) increase the
Commitmmt of any Lender or subject any Lender to any additional obligation (it being understood that waivers or modifications of conditions

cedent, covenants, Defaults or of mandatory reductions in the Commitments shall not constitute an increase ofthe Commitment of any Lender,
£ d that an increase in the available portion of any Commitment of any Lender as in effect at any time shall not constitute an increase in such

Commitment), (ii) reduce the principal of or rate of interest on any Loan (except in connection with a waiver of applicability of any post-default
increase in interest rates) or the amount to be reimbursed in respect of any Letter of Credit or any interest thereon or any fees hereunder, (iii)
postpone the date fixed for any payment of interest on any Loan or the amount to be reimbursed in respect of any Letter of Credit or any interest
thereon or any fees hereunder or for any scheduled reduction or termination of any Commitment or (except as expressly provided in Article III)
expiration date of any Letter of Credit, (iv) postpone or change the date fixed for any scheduled payment of principal of any Loan, (v) change any
provision hereof in a maimer that would alter the pro rata fimding of Loans required by Section 2.04(b), the pro rata sharing of payments required
by Sections 2.11(a), 2.09(b) or 9.04 or the pro rata reduction of Conunitments required by Section 2.08(a) or (vi) change the currency in which
Loans are to be made, Letters of Credit are to be issued or payment under the Loan Documents is to be made, or add additional borrowers or (b)
unless signed by each Lender, change the defmition of Required Lender or this Section 9.05 or Section 9.06(a).

Section 9.06. Successors and Assigns.

(a) Successors and Assigns. The provisions of this Agreement shall be binding upon and inure to the benefit of the parties
hereto and their respective successors and assigns, except that the Borrower may not assign or othen•ise transfer any of its rights under this
Agreement without the prior written consent of all of the Lenders, except to the extent any such assignment results from the consummation of a
merger or consolidation pennitted pursuant to Section 6.07 of this Agreement.

(b) Participations. Any Lender may at any time grant to one or more banks or other fmancial institutions or special
purpose flmding vehicle (each a “Participant “) participating interests in its Commitments and/or any or all of its Loans and Letter of Credit
Liabilities. In the event of any such grant by a Lender of a participating interest to a Participant, whether or not upon notice to the Borrower and
the Administrative Agent, such Lender shall remain responsible for the performance of its obligations hereunder, and the Borrower, the Issuing
Lenders, Swingline Lender and the Administrative Agent shall continue to deal solely and directly with such Lender in connection with such
Lender’s rights and obligations under this Agreement. Any agreement pursuant to which any Lender may grant such a participating interest shall
provide that such Lender shall retain the sole right and responsibility to entorce the obligations of the Borrower hereunder including, without
limitation, the right to approve any amendment, modification or waiver of any provision of this Agreement; provided, that such participation
agreement may provide that such Lender will not agree to any modification. amendment or waiver of this Agreement which would (i) extend the
Termination Date, reduce the rate or extend the time of payment of principal, interest or fees on any Loan or Letter of Credit Liability in which

C -. ‘1ch Participant is participating (except in connection with a waiver of applicability of any post-default increase in interest rates) or reduce the
,4ncipal amount thereof, or increase the amount of the Participant’s participation over the amount thereof then in effect (it being understood that a

Waiver of any Default or of a mandatory reduction in the Commitments shall not constitute a change in the terms of such participation, and that an
increase in any Commitment or Loan or Letter of Credit Liability shall be pennitted without the consent of any Participant if the Participant’s
participation is not increased as a result thereof) or (ii) allow the assignment or transfer by the Bontwer of any of its rights and obligations under
this Agreement. without the consent of the Participant, except to the extent any such assignment results from the consummation of a merger or
consolidation permitted pursuant to Section 6.07 of this Agreement. The Borrower agrees that each Participant shall, to the extent provided in its
participation agreement, be entitled to the benefits of Article II with respect to its participating interest to the same extent as Wit were a Lender,
subject to the same limitations, and in no case shall any Participant be entitled to receive any amount payable pursuant to Article II that is greater
than the amount the Lender granting such Participant’s participating interest would have been entitled to receive had such Lender not sold such
participating interest. An assignment or other transfer which is not permitted by subsection (c) or (d) below shall be given effect for purposes of
this Agreement only to the extent of a participating interest granted in accordance with this subsection (b). Each Lender that sells a participation
shall, acting solely for this purpose as a non-fiduciary agent of the Borrower, maintain a register (solely for tax purposes) on which it enters the
name and address of each Participant and the principal amounts (and stated interest) of each Participant’s interest in the Loans or other obligations
under the Loan Documents (the “ Participant Register “). The entries in the Participant Register shall be conclusive absent manifest error, and
such Lender shall treat each Person whose name is recorded in the Participant Register as the owner of such participation for all purposes of this
Agreement notwithstanding any notice to the contrary.

(c) Assiemnents Generally . Any Lender may at any time assign to one or more Eligible Assignees (each, an” Assignee “)
all, or a proportionate part (equivalent to an initial amount of not less than $5,000,000 or any larger integral multiple of $1,000,000), of its rights
and obligations under this Agreement and the Notes with respect to its Loans and, if still in existence, its Commitment, and such Assignee shall
assume such rights and obligations, pursuant to an Assignment and Assumption Agreement in substantially the form of Exhibit C attached hereto
executed by such Assignee and such transferor, with (and subject to) the consent of the Borrower, which shall not be unreasonably withheld or
delayed, the Administrative Agent, Swingline Lender and the Issuing Lenders, which consent shall not be unreasonably withheld or delayed;
provided ,that if an Assignee is an Affiliate of such transferor Lender or was a Lender immediately prior to such assignment, no such consent of
the Borrower or the Administrative Agent shall be required; provided ,ftthher ,that if at the time of such assigmnent a Default or an Event of
Default has occurred and is continuing, no such consent of the Borrower shall be required: provided . thrther , that no such assignment maybe
made prior to the Effective Date without the prior written consent of the Joint Lead Arrangers: provided , further ,that the provisions of Sections
2.12 , 2.16, 2.17 and 9.03 of this Agreement shall inure to the benefit of a transferor with respect to any Loans made, any Letters of Credit issued
or any other actions taken by such transferor while it was a Lender. Upon execution and delivery of such instrument and payment by such‘ )ssignee to such transferor of an amount equal to the purchase price agreed between such transferor and such Assignee, such Assignee shall be a

—Lender party to this Agreement and shall have all the rights and obligations of a Lender with a Commitment, if any, as set forth in such instrument
of assumption. and the transferor shall be released from its obligations hereunder to a corresponding extent, and no thither consent or action by
any party shall he required. Upon the consummation of any assignment pursuant to this subsection (c). the transferor, the Administrative Agent
and the Borrower shall make appropriate arrangements so that, if required, a new Note is issued to the Assignee. In connection with any such



assignment, the transferor shall pay to the Administrative Agent an administrative fee for processing such assignment in the
amount of $3,500; provided that the Administrative Agent may, in its sole discretion, elect to waive such administrative fee in the case of any
assignment. Each Assignee shall, on or before the effective date of such assignment, deliver to the Borrower and the Administrative Agent
certification as to exemption from deduction or withholding of any United States Taxes in accordance with Section 2.17(e).

(d) Assignments to Federal Reserve Banks. Any Lender may at any time assign all or any portion of its rights under this
greement and its Note to a federal Reserve Bank. No such assignment shall release the transferor Lender from its obligations hereunder.

(e) Register. The Borrower hereby designates the Administrative Agent to serve as the Borrower’s agent, solely for
purposes of this Section 9.06(e), to (1) maintain a register (the “ Register “) on which the Administrative Agent will record the Commitments from
time to time of each Lender, the Loans made by each Lender and each repayment in respect of the principal amount of the Loans of each Lender
and to (ii) retain a copy of each Assignment and Assumption Agreement delivered to the Administrative Agent pursuant to this Section. Failure to
make any such recordation, or any error in such recordation, shall not affect the Borrower’s obligation in respect of such Loans. The entries in the
Register shall be conclusive, in the absence of manifest error, and the Borrower, the Administrative Agent, Swingline Lender, the Issuing Lenders
and the other Lenders shall treat each Person in whose name a Loan and the Note evidencing the same is registered as the owner thereof for all
purposes of this Agreement, notwithstanding notice or any provision herein to the contrary. With respect to any Lender, the assignment or other
transfer of the Commitments of such Lender and the rights to the principal of, and interest on, any Loan made and any Note issued pursuant to this
Agreement shall not be effective until such assignment or other transfer is recorded on the Register and, except to the extent provided in this
subsection 9.06(e). otherwise complies with Section 9.06, and prior to such recordation all amounts owing to the transferring Lender with respect
to such Commitments, Loans and Notes shall remain owing to the transferring Lender. The registration of assignment or other transfer of all or
part of any Commitments, Loans and Notes for a Lender shall be recorded by the Administrative Agent on the Register only upon the acceptance
by the Administrative Agent of a properly executed and delivered Assignment and Assumption Agreement and payment of the administrative fee
referred to in Section 9.06(c). The Register shall be available for inspection by each of the Borrower, the Swingline Lender and each Issuing
Lender at any reasonable time and from time to time upon reasonable prior notice. In addition, at any time that a request for a consent for a
material or substantive change to the Loan Docwiients is pending, any Lender wishing to consult with other Lenders in connection therewith may
request mid receive from the Administrative Agent a copy of the Register. The Borrower may not replace any Lender pursuant to Section 2.08
(b) , unless, with respect to any Notes held by such Lender, the requirements of subsection 9.06(c) and this subsection 9.06(e) have been satisfied.

Section 9.07. Governing Law; Submission to Jurisdiction. This Agreement and each Note shall be governed by and construed in
accordance with the internal laws of the State of New York. The Borrower hereby submits to the nonexclusive jurisdiction of the United States
District Court for the Southern District of New York and of any New York State court sitting in New York City for purposes of all legal
proceedings arising out of or relating to this Agreement or the transactions contemplated hereby. The Borrower irrevocably waives, to the fullest
extent permitted by law, any objection which it may now or hereafter have to the laying of the venue of any such proceeding brought in such court
mid any claim that any such proceeding brought in any such court has been brought in an inconvenient forum.

Section 9.08. Counterparts: Inteuration: Effectiveness. This Agreement shall become effective on the Effective Date. This
Xgreement maybe signed in any number of counterparts, each of which shall bean original, with the same effect as if the signatures thereto and
hereto were upon the same instrument. On and after the Effective Date, this Agreement, the other Loan Documents and the Fee Letter constitute
the entire agreement and understanding among the parties hereto and supersede any and all prior agreements and understandings, oral or written,
relating to the subject matter hereof and thereof.

Section 9.09. Generally Accepted Accounting Principles . Unless otherwise specified herein, all accounting tenns used herein shall
be interpreted, all accounting determinations hereunder shall be made and all financial statements required to be delivered hereunder shall be
prepared in accordance with GAAP as in effect from time to time, applied on a basis consistent (except for changes concurred in by the
Borrower’s independent public accountants) with the audited consolidated financial statements of the Borrower and its Consolidated Subsidiaries
most recently delivered to the Lenders; provided, that, if the Borrower notifies the Administrative Agent that the Borrower wishes to amend any
covenant in Article VI to eliminate the effect of any change in GAAP on the operation of such covenant (or if the Administrative Agent notifies
the Borrower that the Required Lenders wish to amend Article VI for such purpose), then the Borrower’s compliance with such covenant shall be
determined on the basis of GAAP in effect immediately before the relevant change in GAAP became effective, until either such notice is
withdrawn or such covenant is amended in a manner satisfactory to the Borrower and the Required Lenders.

Section 9.10. Usage. The following rules of construction and usage shall be applicable to this Agreement and to any instrument or
agreement that is governed by or referred to in this Agreement.

(a) All terms defined in this Agreement shall have the defined meanings when used in any instrument governed hereby or
referred to herein and in any certificate or other document made or delivered pursuant hereto or thereto unless otherwise defined therein.

(b) The words “hereof’, “herein”, “hereunder” and words of similar import when used in this Agreement or in any
instrument or agreement governed here shall be construed to refer to this Agreement or such instrument or agreement, as applicable, in its entirety
and not to any particular provision or subdivision hereof or thereof.

(c) References in this Agreement to “Article”, “Section”, “Exhibit”, “Schedule” or another subdivision or attachment shall
be construed to refer to an article, section or other subdivision of, or an exhibit, schedule or other attacimient to, this Agreement unless the context
otherwise requires; references in any instrument or agreement governed by or referred to in this Agreement to “Article”, “Section”, “Exhibit”,

‘chedule” or another subdivision or attachment shall be construed to refer to an article, section or other subdivision of, or arm exhibit, schedule or
her attachment to, such instrument or agreement unless the context otherwise requires.

(d) The definitions contained in this Agreement shall apply equally to the singular and plural forms of such
tenns. Whenever the context may require, any pronoun shall include the corresponding masculine, feminine and neuter forms. The word “will”



shall be construed to have the same meaning as the word “shall”. The term “including” shall be construed to have the same
meaning as the phrase “including without limitation”.

(e) Unless the context otherwise requires, any definition of or reference to any agreement, instrument, statute or document
ntained in this Agreement or in any agreement or instrument that is governed by or referred to in this Agreement shall be construed (i) as
erring to such agreement, instrument, statute or document as the same may be amended, supplemented or otherwise modified from time to time
bject to any restrictions on such amendments, supplements or modifications set forth in this Agreement or in any agreement or instrument

governed by or referred to in this Agreement), including (in the case of agreements or instruments) by waiver or consent and (in the case of
statutes) by succession of comparable successor statutes and (ii) to include (in the case of agreements or instruments) references to all attachments
thereto and instruments incorporated therein. Any reference to any Person shall be construed to include such Person’s successors and permitted
assigns.

(f) Unless the context otherwise requires, whenever any statement is qualified by “to the best knowledge of’ or “known
to” (or a similar phrase) any Person that is not a natural person, it is intended to indicate that the senior management of such Person has conducted
a commercially reasonable inquiry and investigation prior to making such statement and no member of the senior management of such Person
(including managers, in the case of limited liability companies, and general partners, in the case of partnerships) has current actual knowledge of
the inaccuracy of such statement.

Section 9.11. WAIVER OF JURY TRIAL. THE BORROWER HEREBY IRREVOCABLY WAIVES ANY AND ALL RIGHT TO
TRIAL BY JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT OR THE TRANSACTIONS
CONTEMPLATED HEREBY.

Section 9.12. Confidentiality. Each Lender agrees to hold all non-public information obtained pursuant to the requirements of this
Agreement in accordance with its customary procedure for handling confidential information of this nature and in accordance with safe and sound
banking practices; provided, that nothing herein shall prevent any Lender from disclosing such information (i) to any other Lender or to any
Agent, (ii) to any other Person if reasonably incidental to the administration of the Loans and Letter of Credit Liabilities, (iii) upon the order of
any court or administrative agency, (iv) to the extent requested by, or required to be disclosed to, any rating agency or regulatory agency or similar
authority (including any self-regulatory authority, such as the National Association of insurance Commissioners), (v) which had been publicly
disclosed other than as a result of a disclosure by any Agent or any Lender prohibited by this Agreement, (vi) in connection with any litigation to
which any Agent. any Lender or any of their respective Subsidiaries or Affiliates may be party, (vii) to the extent necessary in connection with the
exercise of any remedy hereunder, (viii) to such Lender’s or Agent’s Affiliates and their respective directors, officers, employees and agents
including legal counsel and independent auditors (it being understood that the Persons to whom such disclosure is made will be informed of the
confidential nature of such information and instructed to keep such information confidential), (ix) with the consent of the Borrower, (x) to Gold
Sheets and other similar bank trade publications, such information to consist solely of deal terms and other information customarily found in such

4 Niblications and (xi) subject to provisions substantially similar to those contained in this Section, to any actual or proposed Participant or
,Asignee or to any actual or prospective counterparty (or its advisors) to any securitization, swap or derivative transaction relating to the

Borrower’s Obligations hereunder. Notwithstanding the foregoing, any Agent, any Lender or Davis Polk & Wardwell LLP may circulate
promotional materials and place advertisements in fmancial and other newspapers and periodicals or on a home page or similar place for
dissemination of inlonnation on the internet or worldwide web, in each case, after the closing of the transactions contemplated by this Agreement
in the form of a “tombstone” or other release limited to describing the names of the Borrower or its Affiliates, or any of them, and the amount,
type and closing date of such transactions, all at their sole expense.

Section 9.13. USA PATRIOT Act Notice. Each Lender that is subject to the Patriot Act (as hereinafter defmed) and the
Administrative Agent (for itself and not on behalf of any Lender) hereby notifies the Borrower that pursuant to the requirements of the USA
PATRIOT Act (Title III of Pub.L. 107-56 (signed into law October 26, 2001)) (the “Patriot Act”), it is required to obtain, verify and record
infonnation that identifies the Borrower, which information includes the name and address of the Borrower and other information that will allow
such Lender or the Administrative Agent, as applicable, to identify the Borrower in accordance with the Patriot Act.

Section 9.14. No fiduciary Duty . Each Agent, each Lender and their respective Affiliates (collectively, solely for purposes of this
paragraph, the “Lender Parties”), may have economic interests that conThct with those of the Borrower, its Affiliates andlor their respective
stockholders (collectively, solely for purposes of this paragraph. the “Borrower Parties”). The Borrower agrees that nothing in the Loan
Documents or othenise will be deemed to create an advisory, fiduciary or agency relationship or fiduciary or other implied duty (other than any
implied duty of good faith) between any Lender Party. on the one hand, and any Borrower Party, on the other. The Lender Parties acknowledge
and agree that (a) the transactions contemplated by the Loan Documents (including the exercise of rights and remedies hereunder and thereunder)
are arm’s-length coimnercial transactions between the Lender Parties, on the one hand, and the Borrower, on the other and (b) in connection
therewith and with the process leading thereto, (i) no Lender Party has assumed an advisory or fiduciary responsibility in favor of any Borrower
Party with respect to the transactions contemplated hereby (or the exercise of rights or remedies with respect thereto) or the process leading
thereto (irrespective of whether any Lender Party has advised, is currently advising or will advise any Borrower Party on other matters) or any
other obligation to any Borrower Party except the obligations expressly set forth in the Loan Documents and (ii) each Lender Party is acting solely
as principal and not as the agent or fiduciary of any Borrower Party. The Borrower acknowledges and agrees that the Borrower has consulted its
own legal and financial advisors to the extent it deemed appropriate and that it is responsible for making its own independent judgment with
respect to such transactions and the process leading thereto. The Borrower agrees that it will not claim that any Lender Party has rendered
advisory services of any nature or respect, or owes a fiduciary or similar duty to any Borrower Party, in connection with such transaction or the
‘rocess leading thereto.

Section 9.15. Amendment and Restatement of Existing Credit Aureement. Upon the execution and delivery of this Agreement, the
Existing Credit Agreement shall be amended and restated to read in its entirety as set forth herein. With effect from and including the Effective
Date, (i) the Commitments of each Lender party hereto (the “ Extending Lenders “) shall be as set forth on the Commitment Appendix (and any
Lender under the Existing Credit Agreement that is not listed on the Commitment Appendix shall cease to be a Lender hereunder: provided that,



for the avoidance of doubt, such Lender under the Existing Credit Agreement shall continue to be entitled to the benefits of Section 9.03
of the Existing Credit Agreement), (ii) the Commitment Ratio of the Extending Lenders shall be redetermined based on the Commitments set forth
in the Commitment Appendix and the participations of the Extending Lenders in, and the obligations of the Extending Lenders in respect of, any
Letters of Credit or Swingline Loans outstanding on the Effective Date shall be reallocated to reflect such redetermined Commitment Ratio and

ii) each JLA Issuing Bank shall have the Fronting Sublimit set forth in the JLA L/C Fronting Sublimits Appendix.

[Signature Pages to FollowJ



IN WITNESS V/HEREOF, the parties hereto have caused this Agreement to be duly executed by their respective authorized
officers as of the day and year first above written.

PPL ELECTRIC U1]LIT1ES CORPORATION

By: Is! Russell R. Clelland
Name: Russell R. Clelland
Title: Assistant Treasurer



WELLS FARGO BANK, NATIONAL
ASSOCIATION, as Administrative Agent, Issuing
Lender, Swingline Lender and Lender

By: Is! Keith Luettel
Name: Keith Luettel
Title: Vice President



BANK OF AMERICA, N.A., as Issuing
Lender and Lender

By:/S/ Mike Mason
Name: Mike Mason
Title: Director



THE ROYAL BANK Of SCOTLAND PLC, as
Issuing Lender and Lender

By: Is! Tyler J McCarthy
Name: Tyler J McCarthy
Title: Director



THE ROYAL BANK OF SCOTLAND PLC, as
Issuing Lender and Lender

By: Is! Tyler J McCarthy
Name: Tyler I McCarthy
Title: Director



BARCLAYS BANK PLC, as Issuing
Lender and Lender

By: Is! Ronnie Glenn
Name: Ronnie Glenn
Title: Vice President



THE BANK Of NOVA SCOTIA, as
Issuing Lender and Lender

By:/5/ Thane Rattew
Name: Thane Rattew
Title: Managing Director



THE BANK Of TOKYO-MffSUBISm UfI, INC.
as Issuing Lender and Lender

By:/S/ Alan Reiter
Name: Alan Reiter
Title: Vice President



UNION BANK, N.A., as a Lender

By: Is! Carmelo Restifo
Name: Carmelo Restifo
Title: Director



BNP PARIBAS, as a Lender

By:/S/ Denis O’Meara
Name: Denis O’Meara
Title: Managing Director

BNP PARIBAS, as a Lender

By: Is! Pasguale A. Perraglia TV
Name: Pasquale A. Perraglia TV
Title: Vice President



CITIBANK, N.A., as a Lender

By: Is! Amit Vasani
Name: Amit Vasani
Title: Vice President



CREDIT SUISSE AG, CAYMAN ISLM4DS
BRANCH, as a Lender

By: 1sf Christopher Reo Day
Name: Christopher Reo Day
Title: Vice President

By: Is! Vipul Dhadda
Name: Vipul Dhadda
Title: Associate



GOLDMAN SACHS BANK USA, as a Lender

By: Is! Mark Walton
Name: Mark Walton
Title: Authorized Signatory



J.P. MORGAN CHASE BANK, N.A., as a Lender

By: Is! Juan Javellana
Name: Juan Javellana
Title: Executive Director



MORGAN STANLEY BANK, N.A., as a Lender

By: 1sf Kelly Chin
Name: Kelly Chin
Title: Authorized Signatory



ROYAL BANK OF CANADA, as a Lender

By: Is! Frank Lambrinos
Name: Frank Lambrinos
Title: Authorized Signatory



UBS LOAN FINANCE LLC, as a Lender

By: Is! frja R. Otsa
Name: frja R. Otsa
Title: Associate Director

By: /5! David Urban
Name: David Urban
Title: Associate Director



CREDIT AGRICOLE CORPORATE AND
INVESTMENT BANK, as a Lender

By: Is! Dixon Schultz
Name: Dixon Schultz
Title: Managing Director

By: Is! Sharada Manne
Name: Sharada Manne
Title: Managing Director



KEYBANK NATIONAL ASSOCIATION, as a
Lender

By: Is! Craig A. Hanselman
Name: Craig A. Hanselman
Title: Vice President



LLOYDS TSB BANK PLC, as a Lender

By: Is! Stephen Giacolone
Name: Stephen Giacolone
Title: Assistant Vice President —GOl I

LLOYDS TSB BANK PLC, as a Lender

By: Is! Julia R. Franklin
Name: Julia R. Franklin
Title: Vice President —f014



MIZU}1O CORPORATE BANK, LTD., as a
Lender

By: Is! Leon Mo
Name: Leon Mo
Title: Authorized Signatory



SUNTRUST BANK, as a Lender

By: Is! Andrew Johnson
Name: Andrew Johnson
Title: Director



THE BANK OF NEW YORK MELLON, as a
Lender

By: /5/ Mark W. Rogers
Name: Mark W. Rogers
Title: Vice President



U.S. BANK NATIONAL ASSOCIATION, as a
Lender

By: Is! John M. Eyennan
Name: John M. Eyerman
Title: Vice President



CANADIAN IMPERIAL BANK Of
COMMERCE, New York Agency, as a Lender

By: Is! Robert Casey
Name: Robert Casey
Title: Authorized Signatory

By: Is! Jonathan J. Kim
Name: Jonathan I. Kim
Title: Authorized Signatory



COMPASS BANK, as a Lender

By: Is! Susana Campuzano
Name: Susana Campuzano
Title: Senior Vice President



PNC BANK, NATIONAL ASSOCIATION, as a
Lender

By: /s/ Edward M. Tessalone
Name: Edward M. Tessalone
Title: Senior Vice President PNC Bank, N.A.



SOVEREIGN BANK, N.A., as a Lender

By: Is! William Maag
Name: William Maag
Title: Senior Vice President



SUMITOMO MITSUI BANKING
CORPORATION, as a Lender

By: Is! Shugi Yabe
Name: Shugi Yabe
Title: Managing Director



THE NORTHERN TRUST COMPANY, as a
Lender

By: /5/ Daniel Boote
Name: Daniel Boote
Title: Senior Vice President



Commitment Appendix

Lender Revolving Commitment
Wells Fargo Bank, National Association $15,428,571.42

nk of America,N.A. $15,428,571.43
neRoyal Bank ofScotlandplc $15,428,571.43

Barclays Bank PLC $14,107,142.86
The Bank of Nova Scotia $14,107,142.86
The Bank of Tokyo-Mitsubishi UFJ, Ltd. $7,053,571.43
Union Bank, N.A. $7,053,571.43
BNP Paribas $14,107,142.86
Citibank, N.A. $14,107,142.86
Credit Suisse AG, Cayman Islands Branch $14,107,142.86
Goldman Sachs Bank USA $14,107,142.86
JPMorgan Chase Bank, N.A. $14,107,142.86
Morgan Stanley Bank, N.A. $14,107,142.86
Royal Bank of Canada $14,107,142.86
UBS Loan Finance LLC $14,107,142.86
Credit Agricole Corporate & Investment Bank $10,071,428.57
KeyBank National Association $10,071,428.57
Lloyds Bank $10,071,428.57
Mizuho Corporate Bank, Ltd. $10,071,428.57
SunTrust Bank $10,071,428.57
The Bank of New York Mellon $10,071,428.57
U.S. Bank National Association $10,071,428.57
Canadian Imperial Bank of Commerce $4,892,857.14
Compass Bank $4,892,857.14
PNC Bank, National Association $4,892,857.14
Soverei%n Bank, N.A. $4,892,857.14
Sumitomo Mitsui Banking Corporation $4,892,857.14
The Northern Trust Company $3,571,428.57

Total $300,000,000.00



JLA LIC Fronting Sublimits Appendix

Issuing Lender L/C Fronting Sublimit
Wells Fargo Bank, National Association $29,166,666.67

nk of America, N.A. $29,166,666.67
e Royal Bank of Scotland plc $29,166,666.67

Barclays Bank PLC $20,833,333.33
The Bank of Nova Scotia $20,833,333.33
The Bank of Tokyo-Mitsubishi UFJ, Ltd. $20,833,333.33

Total $150,000,000.00



EXifiBIT A-I
form of Notice of Borrowing

,ells Fargo Bank, National Association,
as Administrative Agent
1525 W WT Harris Boulevard
Charlotte, NC 28262
Attention: Syndication Agency Services

Ladies and Gentlemen:

This notice shall constitute a “Notice of Borrowing” pursuant to Section 2.03 of the $300,000,000 Amended and Restated
Revolving Credit Agreement dated as of November 6, 2012 (the” Credit Agreement “) among PPL Electric Utilities Corporation, the lending
institutions party thereto from time to time and Wells Fargo Bank, National Association, as Administrative Agent. Terms defmed in the Credit
Agreement and not otherwise defmed herein have the respective meanings provided for in the Credit Agreement.

I. The date ofthe Borrowing will be

_____________, ____________

2. The aggregate principal amount of the Borrowing will be

__________

2

3. The Borrowing will consist of F Revolving] [$wingline] Loans.

4. The Borrowing will consist of t Base Rate I [Euro-Dollar] Loans.

5. The initial Interest Period for the Loans comprising such Borrowing shall be

__________________.

[Insert appropriate delivery instructions, which shall include bank and account number I

Must be a Business Day.

- Revolving Borrowings must be an aggregate principal amount of $10,000,000 or any larger integral multiple of $1,000,000, except the
Boirowing may be in the aggregate amount of the remaining unused Revolving Commitment. Swinglhie Borrowings must be an aggregate
principal amount of $2.000,000 or any larger integral multiple of $500,000

3 Applicable for Revolving Loans only.

‘ Applicable for Euro-Dollar Loans only. insert “one month”, “two months”, “three months” or “six months” (subject to the provisions of the
defmition of “interest Period”).



PPL ELECTRIC UTILITIES CORPORATION

By:
Name:
Title:



EXUIBIT A-2
Form of Notice of Conversion/Continuation

iells Fargo Bank, National Association,
as Administrative Agent
1525 W WI Harris Boulevard
Charlotte, NC 28262
Attention: Syndication Agency Services

Ladies and Gentlemen:

This notice shall constitute a “Notice of ConversioniContinuation” pursuant to Section 2.06(d)(ii) of the $300,000,000 Amended
and Restated Revolving Credit Agreement dated as of November 6, 2012 (the” Credit Agreement “) among PPL Electric Utilities Corporation,
the lending institutions party thereto from time to time and Wells Fargo Bank, National Association, as Administrative Agent. Terms defined in
the Credit Agreement and not otherwise defmed herein have the respective meanings provided for in the Credit Agreement.

1. The Group of Loans (or portion thereof) to which this notice applies is [all or a portion of all Base Rate Loans currently
outstanding] t all or a portion of all Euro-Dollar Loans currently outstanding having an Interest Period of months and ending on the Election
Date specffied below].

2. The date on which the conversionlcontinuation selected hereby is to be effective is

____________, _____________(the”

Election Date “).

3. The principal amount of the Group of Loans (or portion thereof) to which this notice applies is
$__________________

6

4. [The Group of Loans (or portion thereof) which are to be converted will bear interest based upon the [Base Rate]
[Adjusted London Interbank Offered Rate].] [The Group of Loans (or portion thereof) which are to be continued will bear interest based upon the
[Base Rate] [Adjusted London lnterbank Offered Rate].]

5. The Interest Period for such Loans will be .

Must be a Business Day.

6May apply to a portion of the aggregate principal amount of the relevant Group of Loans; provided that (i) such portion is allocated ratably
among the Loans comprising such Group and (ii) the portion to which such notice applies, and the remaining portion to which it does not apply,
are each $10,000,000 or any larger integral multiple of $1,000,000.

i only in the case of a conversion to, or a continuation of, Euro-Dollar Loans. Insert “one month”, “two months”, “three months” or
“six months” (subject to the provisions of the definition of Interest Period).



PPL ELECTRIC UTILITIES CORPORATION

By:
Name:
Title:



EXHIBIT A-3
form of Notice of Conversion/Continuation

[Insert details of Issuing LenderJ

Ladies and Gentlemen:

This notice shall constitute a “Letter of Credit Request” pursuant to Section 3.03 of the $300,000,000 Amended and Restated
Revolving Credit Agreement dated as of November 6, 2012 (the” Credit Agreement “) among PPL Electric Utilities Corporation, the lending
institutions party thereto from time to time and Wells Fargo Bank, National Association, as Administrative Agent. Terms defined in the Credit
Agreement and not otherwise defined herein have the respective meanings provided for in the Credit Agreement.

The undersigned hereby requests that issue a Standby Letter of Credit on

_______________, ________

in the
aggregate amount of $ . [This request is to extend a Letter of Credit previously issued under the Credit Agreement; Letter of
Credit No.

__________

The beneficiary of the requested Standby Letter of Credit will be

________________

10, and such Standby Letter of Credit will be in
support of 11 and will have a stated termination date of I 2•

Copies of all documentation with respect to the supported transaction are attached hereto.

8lnsert name of Issuing Lender.
9Must be a Business Day.

10 Insert name and address of beneficiary.
ii Insert a description of the obligations, the name of each agreement andlor a description of the commercial transaction to which this Letter of

Credit Request relates.
12 Insert the last date upon which drafts may be presented (which may not be later than one year after the date of issuance specified above or

beyond the fifth Business Day prior to the Termination Date).

PPL ELECTRIC UTILITIES CORPORATION

By:___________________________
Name:
Title:

APPROVED:

[ISSUING LENDERJ

By:_____________________________
Name:
Title:



EXHIBIT B

Form of Note

FOR VALUE RECEIVED, the undersigned, PPL ELECTRIC UTILITIES CORPORATION, a Pennsylvania corporation (the
sorrower “), promises to pay to the order of

_____________________

(hereinafter, together with its successors and assigns, called the “Holder “), at
the Administrative Agent’s Office or such other place as the Holder may designate in writing to the Borrower, the principal sum of

____________________

AND

_______/100s

DOLLARS ($ ), or, if less, the principal amount of all Loans advanced by the
Holder to the Borrower pursuant to the Credit Agreement (as defmed below), plus interest as hereinafter provided. Such Loans may be endorsed
from time to time on the grid attached hereto, but the failure to make such notations shall not affect the validity of the Borrower’s obligation to
repay unpaid principal and interest hereunder.

All capitalized terms used herein shall have the meanings ascribed to them in that certain $300,000,000 Amended and Restated
Revolving Credit Agreement dated as of November 6, 2012 (as the same may be amended, modified or supplemented from time to time, the
Credit Agreement “) by and among the Borrower, the lenders party thereto (collectively, the “ Lenders “) and Wells Fargo Bank, National
Association, as administrative agent (the” Administrative Agent “) for itself and on behalf of the Lenders and the Issuing Lenders, except to the
extent such capitalized terms are otherwise defmed or limited herein.

The Borrower shall repay principal outstanding hereunder from time to time, as necessary, in order to comply with the Credit
Agreement. All amounts paid by the Borrower shall be applied to the Obligations in such order of application as provided in the Credit
Agreement.

A fmal payment of all principal amounts and other Obligations then outstanding hereunder shall be due and payable on the maturity
date provided in the Credit Agreement, or such earlier date as payment of the Loans shall be due, whether by acceleration or otherwise.

The Borrower shall be entitled to borrow, repay, reborrow, continue and convert the Holder’s Loans (or portion thereof) hereunder
pursuant to the terms and conditions of the Credit Agreement. Prepayment of the principal amount of any Loan may be made as provided in the
Credit Agreement.

The Borrower hereby promises to pay interest on the unpaid principal amount hereof as provided in Article II of the Credit
Agreement. Interest under this Note shall also be due and payable when this Note shall become due (whether at maturity, by reason of
acceleration or otherwise). Overdue principal and, to the extent permitted by law, overdue interest, shall bear interest payable on DEMAND at the
default rate as provided in the Credit Agreement.

In no event shall the amount of interest due or payable hereunder exceed the maximum rate of interest allowed by applicable Jaw, and in
the event any such payment is inadvertently made by the Borrower or inadvertently received by the Holder, then such excess sum shall be credited
as a payment of principal, unless the Borrower shall notif’ the Holder in writing that it elects to have such excess sum returned forthwith. It is the
express intent hereof that the Borrower not pay and the Holder not receive, directly or indirectly in any manner whatsoever, interest in excess of
that which may legally be paid by the Borrower under applicable law.

All parties now or hereafter liable with respect to this Note, whether the Borrower, any guarantor, endorser or any other Person or entity,
hereby waive presentment for payment, demand, notice of non-payment or dishonor, protest and notice of protest.

No delay or omission on the part of the Holder or any holder hereof in exercising its rights under this Note, or delay or omission on the
part of the Holder, the Administrative Agent or the Lenders collectively, or any of them, in exercising its or their rights under the Credit
Agreement or under any other Loan Document, or course of conduct relating thereto, shall operate as a waiver of such rights or any other right of
the Holder or any holder hereof, nor shall any waiver by the Holder, the Administrative Agent, the Required Lenders or the Lenders collectively,
or any of them, or any holder hereof, of any such right or rights on any one occasion be deemed a bar to, or waiver of, the same right or rights on
any future occasion.

The Borrower promises to pay all reasonable costs of collection, including reasonable attorneys’ fees, should this Note be collected by or
through an attorney-at-law or under advice therefrom.

This Note evidences the Holder’s Loans (or portion therof) under, and is entitled to the benefits and subject to the terms of, the Credit
Agreement, which contains provisions with respect to the acceleration of the maturity of this Note upon the happening of certain stated events, and
provisions for prepayment.

This Note shall be governed by and construed in accordance with the internal laws of the State of New York.

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]



TN WITNESS WHEREOF, the undersigned has caused this Note to be executed by its duly authorized representative as of the day and
year first above written.

PPL ELECTRIC UTILITIES CORPORATION

By:

_______________________________________________

Name:
Title:
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EXIIIBIT C

Form of Assignment and Assumption Agreement

This Assignment and Assumption (the” Assignment and Assumption “) is dated as of the Effective Date set forth below and is enteredto by and between [the] [eachJ 13 Assignor identified on the Schedules hereto as” Assignor” [or” Assignors” (collectively, the” Assignors
and each] an “ Assignor “) and [the] [each] 14 Assignee identified on the Schedules hereto as “ Assignee “ or” Assignees “ (collectively, theAssignees “ and each an “ Assignee “). [It is understood and agreed that the rights and obligations of [the Assignors] [the Assignees] 15
hereunder are several and not joint.] 16 Capitalized terms used but not defmed herein shall have the meanings given to them in the Credit
Agreement identified below (the “ Credit Agreement “), receipt of a copy of which is hereby acknowledged by [the] [each] Assignee. TheStandard Terms and Conditions set forth in Annex I attached hereto are hereby agreed to and incorporated herein by reference and made a part of
this Assignment and Assumption as if set forth herein in full.

For an agreed consideration, [the] [each] Assignor hereby irrevocably sells and assigns to [the Assignee] [the respective Assignees], and[the] [each] Assignee hereby irrevocably purchases and assumes from [the Assignor] [the respective AssignorsJ, subject to and in accordance withthe Standard Terms and Conditions and the Credit Agreement, as of the Effective Date inserted by the Administrative Agent as contemplatedbelow (a) all of [the Assignor’s] [the respective Assignors’] rights and obligations in [its capacity as a Lender] [their respective capacities asLenders] under the Credit Agreement and any other documents or instniments delivered pursuant thereto to the extent related to the amount andpercentage interest identified below of all of such outstanding rights and obligations of [the Assignor] [the respective Assignors] under therespective facilities identified below (including without limitation any letters of credit, guarantees, and swingline loans included in such facilities)and (b) to the extent permitted to be assigned under applicable law, all claims, suits, causes of action and any other right of [the Assignor (in itscapacity as a Lender)] [the respective Assignors (in their respective capacities as Lenders)] against any Person, whether known or unknown,arising under or in connection with the Credit Agreement, any other documents or instruments delivered pursuant thereto or the loan transactionsgoverned thereby or in any way based on or related to any of the foregoing, including, but not limited to, contract claims, tort claims, malpractice
claims, statutory claims and all other claims at law or in equity related to the rights and obligations sold and assigned pursuant to clause (a) above(the rights and obligations sold and assigned by [theJ [any] Assignor to [the] [any] Assignee pursuant to clauses (a) and (b) above being referred toherein collectively as, the “ Assigned Interest “). Each such sale and assignment is without recourse to [the] [any] Assignor and, except asexpressly provided in this Assignment and Assumption, without representation or warranty by [the] [any] Assignor.

1. Assignor: See Schedule attached hereto

2. Assignee: See Schedule attached hereto

Borrower: PPL Electric Utilities Corporation

z(. Administrative Agent: Wells Fargo Bank, National Association, as the administrative agent under the Credit Agreement

5. Credit Agreement: The $300,000,000 Amended and Restated Revolving Credit Agreement dated as of November 6, 2012 by and among PPLElectric Utilities Corporation, as Borrower, the Lenders party thereto and Wells Fargo Bank, National Association, as Administrative Agent (as
amended, restated, supplemented or otherwise modified)

6. Assigned Interest: See Schedule attached hereto

[7. Trade Date: 117

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]

For bracketed language here and elsewhere in this form relating to the Assignor(s), if the assignment is from a single Assignor, choose the first13 bracketed language. If the assignment is from multiple Assignors, choose the second bracketed language.
For bracketed language here and elsewhere in this form relating to the Assignee(s), if the assignment is to a single Assignee, choose the first14 bracketed language. If the assignment is to multiple Assignees, choose the second bracketed language.

15
Select as appropriate.

Include bracketed language if there are either multiple Assignors or multiple Assignees.

To be completed if the Assignor(s) and the Assignee(s) intend that the minimum assignment amount is to be determined as of the Trade Date.

Effective Date:

______________,

20

( JO BE 1SERTED BY ADN1STTIVE AGENT AND WHICH SL BE THE EFFECTWE DATE OF RECOATION OF
tRANSFER IN THE REGISTER THEREFOR.]

The terms set forth in this Assignment and Assumption are hereby agreed to:



ASSIGNOR

[NAME OF ASSIGNOR]

y:

_____________________

tie:

ASSIGNEE

See Schedule attached hereto



[Consented to and] ‘8Accepted:

WELLS FARGO BANK, NATIONAL ASSOCIATION,
(.Administrative Agent, [Issuing Lender] and Swingline Lender

Title:

[Consented to:] 19

PPL ELECTRIC UTILITIES CORPORATION

By:_________________________________
Title:

[Consented to]:

[Issuing Lender] 20,

as Issuing Lender

By:_______________________________
Title:

[Consented to]:

[JOINT LEAD ARRANGERS12’

WELLS FARGO BANK, N.A.

By:

_______________________________

Title:

OF AIVIERICA, N.A.

By:

______________________________

Title:

To be added only if the consent of the Administrative Agent is required by the terms of the Credit Agreement.

19
To be added only if the consent of the Borrower is required by the terms of the Credit Agreement.

Add all Issuing Lender signature blocks.

21
To be added if assignment is made before Effective Date



SCHEDULE

To Assignment and Assumption

its execution of this Schedule, the Assignee(s) agree(s) to the terms set forth in the attached Assignment and Assumption.

Assigned Interests:

lAggregate Amount of Commitment/Amount of Commitment! Loans jPercentage Assigned of
Loans for all Lenders 22 lAssigned 23 oinmitment! Loans 24

. CUSP Number

Is Is
[NAIVIE Of ASSIGNEEJ 25 [and is an Affiliate of [ identi5 Lender]] 26

22Jjoijnt to be adjusted by the counterparties to take into account any payments or prepayments made between the Trade Date and the Effective
Date.

23Ajnojjnt to be adjusted by the counterparties to take into account any payments or prepayments made between the Trade Date and the Effective
Date.

24 Set forth, to at least 9 decimals, as a percentage of the Commitment/Loans of all Lenders thereunder.
25 Add additional signature blocks, as needed.
26 Select as applicable.



ANNEX ito Assignment and Assumption

AJYIENDED AND RESTATED REVOLVING CREDIT AGREEMENT DATED AS OF
NOVEMBER 6, 2012

BY AND AMONG
PPL ELECTRIC UTILITIES CORPORATION, AS BORROWER,

THE LENDERS PARTY THERETO
AND WELLS FARGO BANK, NATIONAL ASSOCIATION,

AS ADMINISTRATIVE AGENT
STANDARD TERMS AND CONDITIONS FOR ASSIGNMENT AND ASSUMPTION

1. Representations and Warranties.

1.1 Assignor . [The] [Each] Assignor (a) represents and warrants that (1) it is the legal and beneficial owner of [the] [the
relevant] Assigned Interest, (ii) [the] [such] Assigned Interest is free and clear of any lien, encumbrance or other adverse claim and (iii) it has full
power and authority, and has taken all action necessary, to execute and deliver this Assignment and Assumption and to consummate the
transactions contemplated hereby; and (b) assumes no responsibility with respect to (i) any statements, warranties or representations made in or in
connection with the Credit Agreement or any other Loan Document, (ii) the execution, legality, validity, enforceability, genuineness, sufficiency
or value of the Loan Documents or any collateral thereunder. (iii) the financial condition of the Borrower, any of its Subsidiaries or Affiliates or
any other Person obligated in respect of any Loan Document or (iv) the performance or observance by the Borrower, any of its Subsidiaries or
Affiliates or any other Person of any of their respective obligations under any Loan Document.

1.2. Assignee . [The] [Each] Assignee (a) represents and warrants that (1) it has full power and authority, and has taken all
action necessary, to execute and deliver this Assignment and Assumption and to consummate the transactions contemplated hereby and to become
a Lender under the Credit Agreement, (ii) it meets all requirements of an Eligible Assignee under the Credit Agreement (subject to receipt of such
consents as may be required under the Credit Agreement), (iii) from and after the Effective Date, it shall be bound by the provisions of the Credit
Agreement as a Lender thereunder and, to the extent of the Assigned Interest, shall have the obligations of a Lender thereunder, (iv) it has
received a copy of the Credit Agreement, together with copies of the most recent financial statements delivered pursuant to Section 6.01 thereof,
as applicable, and such other documents and information as it has deemed appropriate to make its own credit analysis and decision to enter into
this Assignment and Assumption and to purchase [the] [the relevant] Assigned Interest on the basis of which it has made such analysis and
decision independently and without reliance on the Administrative Agent or any other Lender, and (b) agrees that (i) it will, independently and
without reliance on the Administrative Agent, [the] [any] Assignor or any other Lender, and based on such documents and information as it shall
deem appropriate at the time, continue to make its own credit decisions in taking or not taking action under the Loan Documents, and (ii) it wil]

form in accordance with their tenns all of the obligations that by the tei-ms of the Loan Documents are required to be performed by it as a
nder.

2. Payments . From and after the Effective Date, the Administrative Agent shall make all payments in respect of the Assigned Interest
(including payments of principal, interest, fees and other amounts) to the Assignor for amounts that have accrued to but excluding the Effective
Date and to the Assignee for amounts that have accrued from and after the Effective Date.

3. General Provisions. This Assignment and Assumption shall be binding upon. and inure to the benefit of, the parties hereto and their
respective successors and assigns. This Assignment and Assumption may be executed in any number of counterparts, which together shall
constitute one instrument. Delivery of an executed counterpart of a signature page of this Assignment and Assumption by telecopy shall be
effective as delivery of a manually executed counterpart of this Assignment and Assumption. This Assignment and Assumption shall be governed
by and construed in accordance with the internal laws of the State of New York.



EXHIBIT D

forms of Opinions of Counsel for the Borrower

(‘)ateJ

To the Administrative Agent and
each of the Lenders party to the Revolving
Credit Agreement referred to below

Re: PPL Electric Utilities Corporation
$300,000,000 Amended and Restated Revolving Credit Agreement

Ladies and Gentlemen:

We have acted as special counsel to PPL Electric Utilities Corporation, a Pennsylvania corporation (the “Company”), in connection with
the negotiation, execution and delivery of the $300,000,000 Amended and Restated Revolving Credit Agreement dated as of November 6, 2012,
among the Company, Wells Fargo Bank, National Association, as Administrative Agent, Issuing Lender and Swingline Lender, and the other
Lenders from time to time party thereto (such Revolving Credit Agreement as so amended, the “Agreement”). This letter is being delivered to
you at the request of the Company pursuant to Section 4.01(e) of the Agreement.

In preparing this letter, we have reviewed the Agreement[, and the Notes of the Company executed and delivered by the Company on the
date hereof (the “Notes”),] and the other documents executed and delivered by the Company in connection with the Agreement. We have also
reviewed the Securities Certificates (No. S-2010-21839l2 and No. S-2Oll-2263370) filed by the Company with the Pennsylvania Public Utility
Commission (“PUC”) in connection with the Agreement, and the Orders of the PUC dated August 18, 2010 and September 22, 2011, registering
said Securities Certificates (the “PUC Orders”).

Subject to the assumptions, qualifications and other limitations set forth below, it is our opinion that:

I. The Agreement constitutes a valid and legally binding agreement of the Company, enforceable against the Company in
accordance with its terms.

2. [The Notes constitute valid and legally binding obligations of the Company, enforceable against the Company in accordance
with their terms.]

3. The Company is not an “investment company” within the meaning of the Investment Company Act of 1940, as amended.

4. The borrowings under the Agreement and the use of proceeds thereof as contemplated by the Agreement do not violate
Rennlation U or X of the Board of Governors of the Federal Reserve System.

In rendering our opinions. we have (a) without independent verification, relied, with respect to factual matters, statements and
conclusions, on certificates, notifications and statements, whether written or oral, of governmental officials and individuals identified to us as
officers and representatives of the Company and on the representations made by the Company in the Agreement and other documents delivered to
you in connection therewith and (b) reviewed originals, or copies of such agreements, documents and records as we have considered relevant and
necessary as a basis for our opinions. We note that, as counsel to the Company, we do not represent it generally and there may be facts relating to
the Company of which we have no knowledge.

We have assumed (a) the accuracy and completeness of all certificates, agreements, documents, records and other materials submitted to
us; (b) the authenticity of original certificates, agreements, documents, records and other materials submitted to us; (c) the conformity with the
originals of any copies submitted to us; (d) the genuineness of all signatures; (e) the legal capacity of all natural persons; (f) that the Agreement
constitutes the valid, legally binding and enforceable agreement of the parties thereto under all applicable law (other than, in the case of the
Company, the law of the State of New York); (g) that the Company (i) is duly organized, validly existing and in good standing under the law of its
jurisdiction of organization, (ii) has the power to execute and deliver, and to perform its obligations under, the Agreement [and the Notes], (iii)
has duly taken or caused to be taken all necessary action to authorize the execution, delivery and performance by it of the Agreement [and the
Notes] and (iv) has duly executed and delivered the Agreement [and the Notes;]; (h) that the execution and delivery by the Company of, and the
performance by the Company of its obligations under, the Agreement and the Notes does not and will not (i) breach or violate (A) its Amend&l
and Restated Articles of Incorporation or Bylaws, (B) any agreement or instrument to which the Company or any of its affiliates is a party or by
which the Company or any of its affiliates or any of their respective properties may be bound, (C) any authorization, consent, approval or license
(or the like) of, or exemption (or the like) from, or any registration or filing (or the like) with, or report or notice (or the like) to, any governmental
unit, agency, commission, department or other authority granted to or otherwise applicable to the Company or any of its affiliates or any of their
respective properties (each a “Governmental Approval”), (D) any order, decision, judgment or decree that may be applicable to the Company or
any of its affiliates or any of their respective properties, or (E) any law (other than the law of the State of New York and the federal law of the
‘Inited States), or (ii) require any Governmental Approval (other than the PUC Orders, which we assume to have been duly granted and to remain

)full force and effect); (h) that the Company is engaged only in the businesses described in its Annual Report on Form 10-K for the year ended
—Oecember 31, 2011 filed with the Securities and Exchange Conmiission; (i) that there are no agreements, understandings or negotiations between

the parties not set forth in the Agreement that would modify the terms thereof or the rights and obligations of the parties thereunder; and (j) for
purposes of our opinion in paragraph I as it relates to the choice-of-law provisions in the Agreement, that the choice of law of the State of New
York as the governing law of the Agreement would not result in a violation of an important public policy of another state or country having



greater contacts with the transactions contemplated by the agreement than the State of New York.

Our opinions are subject to and limited by the effect of(a) applicable bankruptcy, insolvency, fraudulent conveyance, fraudulent transfer,
receivership, conservatorship, arrangement. moratorium and other similar laws affecting and relating to the rights of creditors generally; (b)

eneral equitable principles; (c) requirements of reasonableness, good faith, fair dealing and materiality; (d) Article 9 of the Uniform Commercial
de regarding restrictions on assignment or transfer of rights; and (e) additionally in the case of (1) indemnities, a requirement that facts, known
the indenmitee but not the indemnitor, in existence at the time the indemnity becomes effective that would entitle the indemnitee to

indemnification be disclosed to the indemnitor, and a requirement that an indemnity provision will not be read to impose obligations upon
indemnitors which are neither disclosed at the time of its execution nor reasonably within the scope of its terms and overall intention of the parties
at the time of its making, (ii) waivers, Sections 9-602 and 9-603 of the Uniform Commercial Code, and (iii) indemnities, waivers and exculpatory
provisions, public policy.

We express no opinion with respect to the following sections of the Agreement: (i) Section 9.02 (cumulative remedies), (ii) provisions
relating to rules of evidence or quantum of proof, (iii) Section 9.07 (submission to jurisdiction and waiver of inconvenient forum), insofar as such
sections relate to federal courts (except as to the personal jurisdiction thereof’), and (choice of venue, i.e., requiring actions to be commenced in a
particular court in a particular jurisdiction), and (iv) Section 9.11 (waiver ofjuiy trial), insofar as such section is sought to be enforced in a federal
court.

We express no opinion as to the law of any jurisdiction other than the law of the State of New York and the federal law of the United
States of America. and in each case, only such law that in our experience is normally applicable to transactions of the type contemplated by the
Agreement and excluding (i) any law that is part of a regulatory regime applicable to specific assets or businesses of the lenders and (ii) the
statutes and ordinances, the administrative decisions, and the rules and regulations of counties, towns, municipalities and special political
subdivisions.

This letter speaks only as of the date hereof. We have no responsibility or obligation to update this letter or to take into account changes
in law or facts or any other development of which we may later become aware.

This letter is delivered by us as special counsel for the Company solely for your benefit in connection with the transaction referred to
herein and may not be used, circulated, quoted or otherwise referred to or relied upon for any other purpose or by any other person or entity
without our prior written consent.

Very truly yours,
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c the Administrative Agent and
)ch of the Lenders party to the

...redit Agreement referred to below

Re: $300,000,000 Amended and Restated Revolving Credit Agreement

Ladies and Gentlemen:

I am Senior Counsel of PPL Services Corporation, an affiliate of PPL Electric Utilities Corporation (the “Borrower”), and have acted as
counsel to the Borrower in connection with the $300,000,000 Amended and Restated Revolving Credit Agreement dated as of November 6, 2012
among the Borrower, Wells Fargo Bank, National Association, as Administrative Agent, Issuing Lender and Swingline Lender and the Lenders
party thereto from time to time (the “Agreement”). Capitalized terms used but not defmed herein have the meanings assigned to such terms in the
Agreement.

I am familiar with the Agreement[, the Notes of the Borrower executed and delivered by the Borrower on the date hereof (the “Notes”),]
and other documents executed and delivered by the Borrower in connection with the Agreement. I also have examined such other documents and
satisfied myself as to such other matters as I have deemed necessary in order to render this opinion. I have assumed that the Agreement and
instruments referred to in this opinion have been duly authorized, executed and delivered by all parties thereto other than the Borrower.

Based on the foregoing, I am of the opinion that:

1. The Borrower is duly incorporated, validly existing and in good standing under the laws of the Commonwealth of Pennsylvania
and has the corporate power to make and perform the Agreement [and the Notes].

2. The execution, delivery and performance by the Borrower of the Agreement [and the Notes] have been duly authorized by the
Borrower and do not violate any provision of law or regulation, or any decree, order, writ or judgment applicable to the Borrower, or any
provision of the Borrower’s Amended and Restated Articles of Incorporation or Bylaws, or result in the breach of or constitute a default under any
indenture or other agreement or instrument known to me to which the Borrower is a party.

3. [Each of the] [ThejAgreement [and the Notes] has been duly executed and delivered by the Borrower and constitutes the legal,

I)lid and binding obligation of the Borrower, enforceable against the Borrower in accordance with [its] [their]terms, except to the extent limited
- (a) banlcruptcy, insolvency, reorganization or other similar laws relating to or affecting the enforceability of creditors’ rights generally and by

general equitable principles that may limit the right to obtain equitable remedies regardless of whether enforcement is considered in a proceeding
of law or equity or (b) any applicable public policy on enforceability of provisions relating to indemnification, contribution, waivers and
exculpatory provisions.

4. Except as disclosed in or contemplated by the Borrower’s Annual Report on form 10-K for the year ended December 31, 2011,
or in other reports filed under the Securities Exchange Act of 1934 from January 1, 2012 to the date hereof, or otherwise furnished in writing to
the Administrative Agent, no litigation, arbitration or administrative proceeding or inquiry is pending, or to my knowledge, threatened, which, if
determined adversely to the Borrower, would materially and adversely affect the ability of the Borrower to perform any of its obligations under
the Agreement [or the Notes]. To my knowledge, there is no litigation, arbitration or administrative proceeding pending or threatened that
questions the validity of the Agreement [or the Notes].

5. The Borrower is not engaged principally, or as one of its important activities, lii the business of extending credit for the purpose
of purchasing or carrying any “margin stock” within the meaning of Regulation U of the Board of Governors of the Federal Reserve System.

6. There have not been any “reportable events,” as that term is defined in Section 4043 of the Employee Retirement Income
Security Act of 1974, as amended, which would result in a material liability of the Borrower.

7. The F 1 Order of the Pennsylvania Public Utility Commission (the “PUC”) relating to the Agreement is in full force and
effect, and no further authorization, consent or approval from any Governmental Authority is required for the execution, delivery and performance
of the Agreement by the Borrower or for the borrowings by the Borrower thereunder, except such authorizations, consents and approvals as have
been obtained prior to the date hereof, which authorizations, consents and approvals are in full force and effect.

This opinion is limited to the laws of the Connnonwealth of Pennsylvania, the State of New York and the federal laws of the United
States of America.

In rendering its opinion to the addressee hereof, Pillsbury Winthrop Shaw Pittman LLP may rely as to matters of Pennsylvania law
addressed herein upon this letter as if it were addressed directly to them. Except as aforesaid, without my prior written consent, this opinion may
‘ot be furnished or quoted to, or relied upon by, any other person or entity for any purpose.

Very truly yours,

Frederick C. Paine
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AMENI)ED AND RESTATED REVOLVING CREDIT AGREEMENT (this “Agreement “) dated as
of November 6, 2012 is entered into among PPL ENERGY SUPPLY, LLC, a Delaware limited liability company (the”

orrower “), the LENDERS party hereto from time to time and WELLS FARGO BANK, NATIONAL ASSOCIATION,
Administrative Agent. The parties hereto agree as follows:

RECITALS

WHEREAS, the Borrower is party to that certain $3,000,000,000 Revolving Credit Agreement dated as of
October 19, 2010 among the Borrower, the lenders party thereto and Wells Fargo Bank, National Association, as
administrative agent, as amended, modified, restated and supplemented from time to time (the “ Existing Credit
Agreement “); and

WhEREAS, the Borrower has requested that the Administrative Agent and the Lenders amend and restate the
Existing Credit Agreement to, among other things, extend the maturity date, and the Administrative Agent and the
Lenders have agreed to such amendment and restatement on the terms and conditions set forth herein;

NOW, THEREFORE, in consideration of the mutual covenants and agreements herein contained, the parties
hereto agree that the Existing Credit Agreement is hereby amended and restated in its entirety, and do further agree as
follows:

ARTICLE I
DEFINITIONS

Section 1.01. Defmitions .All capitalized terms used in this Agreement or in any Appendix, Schedule or Exhibit
hereto which are not otherwise defmed herein or therein shall have the respective meanings set forth below.

“ Additional Letter of Credit “ means any standby letter of credit issued tinder this Agreement by an
isuing Lender on or afier the Effective Date.

“Adjusted London hterbank Offered Rate “means, for any Interest Period, a rate per annum equal to the
quotient obtained (rounded tipward, if necessaiy, to the nearest 1/100th of 1%) by dividing (1) the London Interbank
Offered Rate for stich Interest Period by (ii) 1.00 minus the Euro-Dollar Reserve Percentage.

“Administrative Agent “ means Wells Fargo Bank, in its capacity as administrative agent for the Lenders
heretmnder and tinder the other Loan Documents, and its successor or successors in stich capacity.

Administrative Questionnaire “ means, with respect to each Lender, an administrative questionnaire in
the form provided by the Administrative Agent and submitted to the Administrative Agent (with a copy to the Borrower)
duly completed by such Lender.

“Affiliate “means, with respect to any Person, any other Person who is directly or indirectly controlling,
controlled by or tinder coimnon control with such Person. A Person shall be deemed to control another Person if such
Person possesses, directly or indirectly, the power to direct or catise the direction of the management or policies of the
controlled Person, whether through the ownership of stock or its equivalent, by contract or otherwise.

Agent “ means the Administrative Agent, the Syndication Agents, the Joint Lead Arrangers, the
Documentation Agents or each Person that shall become a joint lead arranger pursuant to the terms of the Commitment
Letters and “Agents” means all of the foregoing.

“Agreement “has the meaning set forth in the introductory paragraph hereto, as this Agreement may be
amended, restated, supplemented or modified from time to time.

“Amendment Fee “has the meaning set forth in Section 4.01(j).

“Applicable Lending Office “means, with respect to any Lender, (i) in the case of its Base Rate Loans, its
Base Rate Lending Office and (ii) in the case of its Euro-Dollar Loans, its Euro-Dollar Lending Office.



“Applicable Percentage “means, for purposes of calculating (1) the applicable interest rate for any day for
any Base Rate Loans or Euro-Dollar Loans, (ii) the applicable rate for the Commitment Fee for any day for purposes of
Section 2.07(a) or (iii) the applicable rate for the Letter of Credit Fee for any day for purposes of Section 2.07(b), the
appropriate applicable percentage set forth below corresponding to the then current highest Borrower’s Ratings;

(‘No’id.eded, that, in the event that the Borrower’s Ratings shall fall within different levels and ratings are maintained by
Loth Rating Agencies, the applicable rating shall be based on the higher of the two ratings unless one of the ratings is two
or more levels lower than the other, in which case the applicable rating shall be determined by reference to the level one
rating lower than the higher of the two ratings:

Applicable Percentage
Borrower’s Ratings Applicable Percentage Applicable Percentage for Euro-Dollar Loans

(S&P IMoody’s) for Commitment Fees for Base Rate Loans and Letter of Credit
Fees

Category A >A from S&P I A2 from 0.100% 0.000% 1.000%
Moody’s

Category B >A- from S&P/A3 from 0.125% 0.125% 1.125%
Moody’s

Category C BBB+ from S&P /Baal from 0.175% 0.250% 1.250%
Moody’s

Category D BBB from $&P / Baa2 from 0.200% 0.500% 1.500%
Moody’s

Category E BBB- from $&P / Baa3 from 0.250% 0.625% 1.625%
Moody’s

Category F BB+ from S&P / Bal 0.350% 0.875% 1.875%
from_Moody’s

“Asset Sale “shall mean any sale of any assets, including by way of the sale by the Borrower or any of its
Subsidiaries of equity interests in such Subsidiaries.

“Assignee “has the meaning set forth in Section 9.06(c).

Assignment and Assumption Agreement “ means an Assignment and Assumption Agreement,
substantially in the form of attached Exhibit C, under which an interest of a Lender hereunder is transferred to an Eligible
Assignee pursuant to Section 9.06(c).

Availability Period “ means the period from and including the Effective Date to but excluding the
Tennination Date.

“Bankruptcy Code “ means the Bankruptcy Reform Act of 197$, as amended, or any successor statute.

“Base Rate “means for any day a rate per annum equal to the highest of (i) the Prime Rate for such day,
(ii) the sum of 1/2 of 1% plus the Federal Funds Rate for stich day and (iii) except during any period of time during which
a notice delivered to the Borrower under Section 2.14 or Section 2.15 shall remain in effect, the London Interbank
Offered Rate piiil%.

“Base Rate Borrowing “means a Borrowing comprised of Base Rate Loans.

“ Base Rate Lending Office “ means, as to each Lender, its office located at its address set forth in its
Administrative Questionnaire (or identified in its Administrative Questionnaire as its Base Rate Lending Office) or such
other office as such Lender may hereafter designate as its Base Rate Lending Office by notice to the Borrower and the
Administrative Agent.

Base Rate Loan “ means (a) a Loan (other than a Swingline Loan) in respect of which interest is
“omputed on the basis of the Base Rate and (b) a Swingline Loan in respect of which interest is computed on the basis of

e LIBOR Market Index Rate.

“Borrower “has the meaning set forth in the introductory paragraph hereto.

“ Borrower’s Rating means the senior unsecured long-term debt rating of the Borrower from S&P or



Moody’s.

“Borrowing “ means a group of Loans of a single Type made by the Lenders on a single date and, in the
case of a Euro-Dollar Borrowing, having a single Interest Period.

“Business Day” means any day except a Saturday, Sunday or other day on which commercial banks in
Charlotte, North Carolina or New York, New York are authorized by law to close; provided , that, when used in Article
ifi with respect to any action taken by or with respect to any Issuing Lender, the term “Business Day” shall not include
any day on which commercial banks are authorized by law to close in the jurisdiction where the office at which such
Issuing Lender books any Letter of Credit is located; and provided , further , that when used with respect to any
borrowing of, payment or prepayment of principal of or interest on, or the Interest Period for, a Euro-Dollar Loan, or a
notice by the Borrower with respect to any such borrowing payment, prepayment or Interest Period, the term “Business
Day” shall also mean that such day is a London Business Day.

“Capital Lease “ means any lease of property which, in accordance with GAAP, should be capitalized on
the lessee’s balance sheet.

“Capital Lease Obligations “means, with respect to any Person, all obligations of such Person as lessee
tinder Capital Leases, in each case taken at the amount thereof accounted for as liabilities in accordance with GAAP.

“Change of Control “means (i) the acquisition by any Person, or two or more Persons acting in concert, of
beneficial ownership (within the meaning of Rule 13d-3 of the Securities and Exchange Commission under the Securities
Exchange Act of 1934, as amended) of 25% or more of the outstanding shares of voting stock of PPL Corporation or its
successors or (ii) the failtire at any tune of PPL Corporation or its successors to own 80% or more of the outstanding
shares of the Voting Stock in the Borrower.

Commitment “means, with respect to any Lender, the commitment of such Lender to (i) make Loans
under this Agreement, (ii) refund or purchase participations in Swingline Loans pursuant to Section 2.02 and (iii)
purchase participations in Letters of Credit pursuant to Article III hereof, as set forth in the Coimnitment Appendix and as

teli Commitment may be reduced from time to time pursuant to Section 2.0$ or Section 9.06(c) or increased from time to
e pursuant to Section 2.19 or Section 9.06(c).

“Commitment Appendix “means the Appendix attached under this Agreement identified as such.

“Commitment Fee “has the meaning set forth in Section 2.07(a).

Commitment Letters “means that certain (i) commitment letter dated as of September 24, 2012 among
Wells Fargo Securities, Wells Fargo Bank, Merrill Lynch, Pierce, Feimer & Smith Incorporated, Bank of America, N.A.,
RBS Securities Inc. and The Royal Bank of Scotland plc and (ii) that certain coimnitment letter dated as of October 2,
2012 among Barclays Bank PLC, The Bank of Nova Scotia and Mitsubishi UFJ Financial Group, Inc., acting through The
Bank of Tokyo-Mitsubishi UFJ, Ltd. and Union Bank, N.A., each commitment letter addressed to and acknowledged and
agreed to by the Borrower.

“Commitment Ratio “shall mean, with respect to any Lender, the percentage equivalent of the ratio which
such Lender’s Commitment bears to the aggregate amount of all Commitments.

Consolidated Capitalization “ shall mean the sum of, without duplication, (A) the Consolidated Debt
(without giving effect to clause (b) of the defmition of “Consolidated Debt”) and (B) the consolidated member’s equity
(determined in accordance with GAAP) of the common, preference and preferred equityholders of the Borrower and
minority interests recorded on the Borrower’s consolidated fmancial statements (excluding from member’s equity (i) the
effect of all unrealized gains and losses reported under financial Accounting Standards Board Accounting Standards
Codification Topic $15 in connection with (x) forward contracts, futures contracts, options contracts or other derivatives
or hedging agreements for the ftttttre delivery of electricity, capacity, fuel or other commodities and (y) Interest Rate
Protection Agreements, foreign currency exchange agreements or other interest or exchange rate hedging arrangements

C
mnd (ii) the balance of accumulated other comprehensive income/loss of the Borrower on any date of detennination solely

ith respect to the effect of any pension and other post-retirement benefit liability adjustment recorded in accordance with
GAAP), except that for purposes of calculating Consolidated Capitalization of the Borrower, Consolidated Debt of the
Borrower shall exclude Non-Recourse Debt and Consolidated Capitalization of the Borrower shall exclude that portion of
member’s equity attributable to assets securing Non-Recourse Debt.



Consolidated Debt “ means the consolidated Debt of the Borrower and its Consolidated Subsidiaries
(determined in accordance with GAAP), except that for purposes of this definition (a) Consolidated Debt shall exclude
Non-Recourse Debt of the Borrower and its Consolidated Subsidiaries, and (b) Consolidated Debt shall exclude (i)
Hybrid Securities of the Borrower and its Consolidated Subsidiaries in an aggregate amount as shall not exceed 15% of

““onsolidated Capitalization and (ii) Equity-Linked Securities in an aggregate amount as shall not exceed 15% of
consolidated Capitalization.

“Consolidated Subsidiary “means with respect to any Person at any date any Subsidiary of such Person or
other entity the accounts of which would be consolidated with those of such Person in its consolidated fmancial
statements if such statements were prepared as of such date in accordance with GAAP.

“Continuing Lender “means with respect to any event described in Section 2.08(b), a Lender which is not
a Retiring Lender, and “Continuing Lenders” means any two or more of such Continuing Lenders.

Corporation “ means a corporation, association, company, joint stock company, limited liability
company, partnership or business trust.

“Credit Event “means a Borrowing or the issuance, renewal or extension of a Letter of Credit.

“Debt” of any Person means, without duplication, (i) all obligations of such Person for borrowed money,
(ii) all obligations of such Person evidenced by bonds, debentures, notes or similar instruments, (iii) all Guarantees by
such Person of Debt of others, (iv) all Capital Lease Obligations and Synthetic Leases of such Person, (v) all obligations
of such Person in respect of Interest Rate Protection Agreements, foreign currency exchange agreements or other interest
or exchange rate hedging arrangements (the amount of any such obligation to be the net amotmt that would be payable
upon the acceleration, termination or liquidation thereof), but only to the extent that such net obligations exceed
$75,000,000 in the aggregate and (vi) all obligations of such Person as an account party in respect of letters of credit and
bankers’ acceptances; provided , however , that “Debt” of such Person does not include (a) obligations of such Person
under any installment sale, conditional sale or title retention agreement or any other agreement relating to obligations for
the deferred purchase price of property or services, (b) obligations tinder agreements relating to the purchase and sale of
y commodity, including any power sale or purchase agreements, any commodity hedge or derivative (regardless of
Jhether any such transaction is a “fmancial” or physical transaction), (c) any trade obligations or other obligations of
such Person incurred in the ordinary course of business or (d) obligations of such Person under any lease agreement
(including any lease intended as security) that is not a Capital Lease or a Synthetic Lease.

“Default “means any condition or event which constitutes an Event of Default or which with the giving of
notice or lapse of time or both would, ttnless cured or waived, become an Event of Default.

“Defaulting Lender” means at any time any Lender with respect to which a Lender Default is in effect at
such time.

Documentation Agents “ means Barclays Bank PLC, The Bank of Nova Scotia and Mitsubishi UFJ
Financial Group. Inc., acting through The Bank of Tokyo-Mitsubishi UFJ, Ltd. and Union Bank N.A., each in its capacity
as a documentation agent in respect of this Agreement.

“Dollars “and the sign “$“ means lawful money of the United States of America.

Effective Date “ means the date on which the Administrative Agent determines that the conditions
specified in or pursuant to Section 4.01 have been satisfied.

Eligible Assignee “ means (i) a Lender; (ii) a commercial bank organized under the laws of the United
States and having a combined capital and surplus of at least $100,000,000; (iii) a commercial bank organized under the
laws of any other country which is a member of the Organization for Economic Cooperation and Development, or a
political stibdivision of any such country, and having a combined capital and surplus of at least $100,000,000; provided
that such bank is acting through a branch or agency located and licensed in the United States; or (iv) an Affiliate of a
L,ender that is an “accredited investor” (as defined in Regulation D under the Securities Act of 1933, as amended);

ovided , that, in each case (a) upon and following the occurrence of an Event of Default, an Eligible Assignee shall
imean any Person other than the Borrower or any of its Affiliates and (b) notwithstanding the foregoing, “Eligible
Assignee” shall not include the Borrower or any of its Affiliates.

Environmental Laws ‘ means any and all federal, state and local statutes, laws, regulations, ordinances,



rules, jtidgments, orders, decrees, permits, concessions, grants, franchises, licenses or other written
governmental restrictions relating to the environment or to emissions, discharges or releases of pollutants, contaminants,
petroleum or petroleum products, chemicals or industrial, toxic or Hazardous Substances or wastes into the environment
including, without limitation, ambient air, surface water, ground water, or land, or otherwise relating to the manufacture,

‘ocesshig, distribution, use, treatment, storage, disposal, transport or handling of pollutants, contaminants, petroleum or
petroleum products, chemicals or industrial, toxic or Hazardous Substances or wastes.

“Enviromnental Liabilities “ means all liabilities (including anticipated compliance costs) in connection
with or relating to the business, assets, presently or previously owned, leased or operated property, activities (including,
without limitation, off-site disposal) or operations of the Borrower or any of its Subsidiaries which arise under
Environmental Laws.

Equity-Linked Securities “ means any securities of the Borrower or any of its Subsidiaries which are
convertible into, or exchangeable for, equity securities of the Borrower, such Subsidiary or PPL Corporation, including
any securities issued by any of such Persons which are pledged to secure any obligation of any holder to purchase equity
securities of the Borrower, any of its Subsidiaries or PPL Corporation.

“ERISA “means the Employee Retirement Income Security Act of 1974, as amended, or any successor
statute.

“ERISA Group “means the Borrower and all members of a controlled group of corporations and all trades
or businesses (whether or not incorporated) under common control which, together with the Borrower, are treated as a
single employer under Section 4 14(b) or (c) of the Internal Revenue Code.

“Euro-Dollar Borrowing “means a Borrowing comprised of Euro-Dollar Loans.

Euro-Dollar Lending Office “ means, as to each Lender, its office, branch or Affiliate located at its
address set forth in its Administrative Questionnaire (or identified in its Administrative Questionnaire as its Euro-Dollar
Lending Office) or such other office, branch or Affiliate of such Lender as it may hereafter designate as its Euro-Dollar
‘sending Office by notice to the Borrower and the Administrative Agent.

“Euro-Dollar Loan “means a Loan in respect of which interest is computed on the basis of the Adjusted
London Interbank Offered Rate pursuant to the applicable Notice of Borrowing or Notice of ConversionlContinuation.

“Euro-Dollar Reserve Percentage “of any Lender for the Interest Period of any LIBOR Rate Loan means
the reserve percentage applicable to such Lender during such Interest Period (or if more than one such percentage shall be
so applicable, the daily average of such percentages for those days in such Interest Period during which any such
percentage shall be so applicable) under regulations issued from time to time by the Board of Governors of the federal
Reserve System (or any successor) for determining the maximum reserve requirement (including, without limitation, any
emergency, supplemental or other marginal reserve requirement) then applicable to such Lender with respect to liabilities
or assets consisting of or including “Eurocurrency Liabilities” (as defmed in Regtilation D). The Adjusted London
Interbank Offered Rate shall be adjtisted automatically on and as of the effective date of any change in the Euro-Dollar
Reserve Percentage.

“Event of Default “has the meaning set forth in Section 7.01.

“Existing Credit Agreement “has the meaning set forth in the recitals hereto.

“Existing Debt” means the Debt outstanding on the Effective Date and listed on Schedule 6.12 hereto.

Existing Letters of Credit “means, collectively the standby letters of credit issued before the Effective
Date pursuant to the Existing Credit Agreement.

“Extending Lenders “has the meaning set forth in Section 9.15 hereto.

“FATCA “means Sections 1471 through 1474 of the Internal Revenue Code and any regulations (whether
al, temporary or proposed) that are issued thereunder or official government interpretations thereof and any agreements

entered into pursuant to Section 1471(5) of the Code.

“federal funds Rate “ means for any day the rate per annum (rounded upward, if necessary, to the nearest



1/100th of 1%) equal to the weighted average of the rates on overnight Federal funds transactions with
members of the Federal Reserve System arranged by Federal hinds brokers on such day, as published by the Federal
Reserve Bank of New York on the Business Day next succeeding such day; provided , that (1) if such day is not a
Business Day, the Federal Funds Rate for such day shall be such rate on such transactions on the next preceding Business

as so published on the next succeeding Business Day, and (ii) if no such rate is so published on such next succeeding
business Day, the Federal Funds Rate for such day shall be the average of quotations for such day on such transactions
received by the Administrative Agent from three federal funds brokers of recognized standing selected by the
Administrative Agent.

“Fee Letter “ means the fee letter dated as of September 24, 2012 among the Borrower, Wells Fargo
Securities, Wells Fargo Bank, Merrill Lynch, Pierce, Fenner & Smith Incorporated, Bank of America, N.A., RBS
Securities be. and The Royal Bank of Scotland plc as amended, modified or supplemented from time to time.

“Foreign Subsidiary “means a Subsidiary which is not formed under the laws of the United States or any
territory thereof.

“Fronting Fee “has the meaning set forth in Section 2.07(b).

Fronting Sublimit “means, (a) for each JLA Issuing Bank, the amount of such JLA Issuing Bank’s
coimnitment to issue and honor payment obligations tinder Letters of Credit, as set forth on the JLA L/C Fronting
Sublimits Appendix hereto and (b) with respect to any other Issuing Lender, an amount as agreed between the Borrower
and such Issuing Lender.

“GAAP “ means United States generally accepted accounting principles applied on a consistent basis.

“Governmental Authority “ means any federal, state or local government, authority, agency, central bank,
quasi-governmental authority, court or other body or entity and any arbitrator with authority to bind a party at law.

“Group of Loans “ means at any time a group of Revolving Loans consisting of (i) all Revolving Loans
hich are Base Rate Loans at such time or (ii) all Revolving Loans which are Euro-Dollar Loans of the same Type having

e same Interest Period at such time; provided , that, if a Loan of any particular Lender is converted to or made as a Base
Rate Loan pursuant to Sections 2.15 or 2.18, such Loan shall be included in the same Group or Groups of Loans from
time to time as it would have been in if it had not been so converted or made.

Guarantee “ of or by any Person means any obligation, contingent or otherwise, of such Person
guaranteeing or having the economic effect of guaranteeing any Debt of any other Person (the “primary obligor”) in any
manner, whether directly or indirectly, and including any obligation of such Person, direct or indirect, (i) to purchase or
pay (or advance or supply funds for the purchase or payment of) such Debt or to purchase (or to advance or supply funds
for the purchase of) any security for payment of such Debt, (ii) to purchase or lease property, securities or services for the
purpose of assuring the owner of such Debt of the payment of such Debt or (iii) to maintain working capital, equity
capital or any other fmancial statement condition or liquidity of the primary obligor so as to enable the primary obligor to
pay such Debt; provided , however , that the tenn Guarantee shall not include endorsements for collection or deposit in
the ordinary course of business.

“Hazardous Substances “means any toxic, catistic or otherwise hazardous substance, including petroleum,
its derivatives, by-products and other hydrocarbons, or any substance having any constituent elements displaying any of
the foregoing characteristics.

“Hybrid Secttrities “means any trust preferred securities, or deferrable interest subordinated debt with a
maturity of at least 20 years issued by the Borrower, or any business trusts, limited liability companies, limited
partnerships (or similar entities) (i) all of the common equity, general partner or similar interests of which are owned
(either directly or indirectly through one or more Wholly Owned Subsidiaries) at all times by the Borrower or any of its
Subsidiaries, (ii) that have been formed for the purpose of issuing hybrid preferred securities and (iii) substantially all the
assets of which consist of(A) subordinated debt of the Borrower or a Subsidiary of the Borrower, as the case may be, and
‘B) payments made from time to time on the subordinated debt.

“hidemnitee “has the meaning set forth in Section 9.03(b).

Interest Period “ means with respect to each Euro-Dollar Loan, a period commencing on the date of
borrowing specified in the applicable Notice of Borrowing or on the date specified in the applicable Notice of



ConversionlContinuation and ending one, two, three or six months thereafter, as the Borrower may elect in
the applicable notice; provided , that:

(i) any Interest Period which would otherwise end on a day which is not a Business Day
shall, subject to clauses (iii) and (iv) below, be extended to the next succeeding Business Day unless such
Business Day falls in another calendar month, in which case such Interest Period shall end on the next preceding
Business Day;

(ii) any Interest Period which begins on the last Business Day of a calendar month (or on a
day for which there is no numerically corresponding day in the calendar month at the end of such Interest Period)
shall, subject to clause (iii) below, end on the last Business Day of a calendar month; and

(iii) no Interest Period shall end after the Termination Date.

“Interest Rate Protection Agreements “means any agreement providing for an interest rate swap, cap or
collar, or any other financial agreement designed to protect against fluctuations in interest rates.

Internal Revenue Code “ means the Internal Revenue Code of 1986, as amended, or any successor
statute.

“Issuing Lender” means (i) each ILA Issuing Bank, each in its capacity as an issuer of Letters of Credit
under Section 3.02, and each of their respective successor or successors in such capacity, (ii) any other Lender approved
as an “Issuing Lender” pursuant to Section 3.01, and (iii) each issuer of an Existing Letter of Credit, subject in each case
to the Fronting Sublimit.

Joint Lead Arrangers “ means Wells Fargo Securities, Merrill Lynch, Pierce, Fenner & Smith
Incorporated, RBS Securities Inc., Barclays Bank PLC, The Bank of Nova Scotia and Mitsubishi UFJ Financial Group,
Inc., acting through The Bank of Tokyo-Mitsubishi UFJ, Ltd. and Union Bank, N.A., each in their capacity as joint lead
arranger and joint bookrrnmer in respect of this Agreement.

“JLA Issuing Bank “ means Wells Fargo Bank, Bank of America, N.A., The Royal Bank of Scotland plc,
Barclays Bank PLC, The Bank of Nova Scotia, Mitsubishi UFJ financial Group, Inc., acting through The Bank of Tokyo-
Mitsubishi UFJ, Ltd. and each other Lender (or Affiliate of a Lender) that shall become (or whose Affiliate shall become)
a joint lead arranger pursuant to the terms of the Commitment Letters.

“Lender” means each bank or other lending institution listed in the Commitment Appendix as having a
Commitment, each Eligible Assignee that becomes a Lender pursuant to Section 9.06(c) and their respective successors
and shall include, as the context may require, each Issuing Lender and the Swingline Lender in such capacity.

“Lender Default “means (i) the failure (which has not been cured) of any Lender to make available any
Loan or any reimbursement for a drawing under a Letter of Credit or refunding of a Swingline Loan, in each case, within
one Business Day from the date it is obligated to make such amount available under the terms and conditions of this
Agreement or (ii) a Lender having notified, in writing, the Administrative Agent and the Borrower that such Lender does
not intend to comply with its obligations under Article II following the appointment of a receiver or conservator with
respect to such Lender at the direction or request of any regulatory agency or authority.

“Letter of Credit” means an Existing Letter of Credit or an Additional Letter of Credit, and “Letters of
Credit” means any combination of the foregoing.

“Letter of Credit Fee “has the meaning set forth in Section 2.07(b).

“Letter of Credit Liabilities “ means, for any Lender at any time, the product derived by multiplying (i) the
sttrn, without duplication, of (A) the aggregate amottnt that is (or may thereafter become) available for drawing under all
Letters of Credit outstanding at such time plus (B) the aggregate unpaid amount of all Reimbursement Obligations
outstanding at such time by (ii) stich Lender’s Commitment Ratio.

“Letter of Credit Request “has the meaning set forth in Section 3.03.

“LIBOR Market Index Rate “means, for any day, the rate for I month U.S. dollar deposits as reported on
Reuters Screen UBORO1 as of 11:00 a.m., London time, for such day, provided, if such day is not a London Business



Day, the iiurnediately preceding London Business Day (or if not so reported, then as determined by the
Swingline Lender from another recognized source or interbank quotation).

Lien “ means, with respect to any asset, any mortgage, lien, pledge, charge, security interest or
cumbrance intended to confer or having the effect of conferring upon a creditor a preferential interest.

“Loan “means a Base Rate Loan, whether such loan is a Revolving Loan or Swingline Loan, or a Euro
Dollar Loan and “Loans” means any combination of the foregoing.

“Loan Documents “means this Agreement and the Notes.

“London Business Day “ means a day on which commercial banks are open for international business
(including dealings in Dollar deposits) in London.

“London Interbank Offered Rate “ means:

(a) for any Euro-Dollar Loan for any Interest Period, the interest rate for deposits in Dollars for a
period of time comparable to such Interest Period which appears on Reuters Screen LLBORO1 at approximately 11:00
A.M. (London time) two Business Days before the first day of such Interest Period; provided ,however ,that if more than
one such rate is specified on Reuters Screen LIBORO1, the applicable rate shall be the arithmetic mean of all such rates
(rounded upwards, if necessary, to the nearest 1/100 of 1%). If for any reason such rate is not available on Reuters Screen
LmORO1, the term “London Interbank Offered Rate” means for any Interest Period, the arithmetic mean of the rate per
annum at which deposits in Dollars are offered by first class banks in the London interbank market to the Administrative
Agent at approximately 11:00 A.M. (London time) two Business Days before the first day of such Interest Period in an
amount approximately equal to the principal amount of the Euro-Dollar Loan of Wells Fargo Bank to which such Interest
Period is to apply and for a period of time comparable to such Interest Period.

(b) for any interest rate calculation with respect to a Base Rate Loan, the interest rate for deposits in
Dollars for a period equal to one month (commencing on the date of determination of such interest rate) which appears on
-Reuters Screen LifiORO1 at approximately 11:00 A.M. (London time) on stich date of determination (provided that if

kch day is not a Business Day for which a London Interbank Offered Rate is quoted, the next preceding Business Day for
which a London Interbank Offered Rate is quoted); provided, however, that if more than one such rate is specified on
Retiters Screen LifiORO1, the applicable rate shall be the arithmetic mean of all such rates (rounded upwards, if
necessary, to the nearest 1/100 of 1%). If for any reason such rate is not available on Reuters Screen LifiORO1, the term
“London Interbank Offered Rate” means for any applicable one-month interest period, the arithmetic mean of the rate per
annum at which deposits in Dollars are offered by first class banks in the London interbank market to the Administrative
Agent at approximately 11:00 A.M. (London time) on such date of determination (provided that if such day is not a
Business Day for which a London Interbank Offered Rate is qtioted, the next preceding Business Day for which a London
Interbank Offered Rate is quoted) in an amount approximately eqtial to the principal amount of the Base Rate Loan of
Wells Fargo Bank.

“Lower Mt. Bethel Lease financing “ means the existing lease financing associated with the Lower Mount
Bethel project.

“Mandatory Letter of Credit Borrowing “has the meaning set forth in Section 3.09.

“Margin Stock “means “margin stock” as such term is defmed in Regulation U.

Material Adverse Effect “ means (i) any material adverse effect upon the business, assets, fmancial
condition or operations of the Borrower or the Borrower and its Sttbsidiaries, taken as a whole; (ii) a material adverse
effect on the ability of the Borrower to perform its obligations under this Agreement, the Notes or the other Loan
Documents or (iii) a material adverse effect on the validity or enforceability of this Agreement, the Notes or any of the
other Loan Documents.

“Material Debt “means Debt (other than the Notes) of the Borrower and/or one or more of its Restricted
ybsidiaries in a principal or face amount exceeding $40.000,000.

Material Plan “ means at any time a Plan or Plans having aggregate Unfunded Liabilities in excess of
$50,000,000. _For the avoidance of dotibt, where any two or more Plans, which individtially do not have Unfunded
Liabilities in excess of $50,000,000, btit collectively have aggregate Unfunded Liabilities in excess of $50,000,000, all



references to Material Plan shall be deemed to apply to such Plans as a group.

“Moody’s “means Moody’s Investors Service, Inc., a Delaware corporation, and its successors or, absent
any such successor, such nationally recognized statistical rating organization as the Borrower and the Administrative

gent may select.

“Multiemployer Plan “means at any time an employee pension benefit plan within the meaning of Section
400 1(a)(3) of ERISA to which any member of the ERISA Group is then making or accruing an obligation to make
contributions or has within the preceding five plan years made contributions.

“New Lender “means with respect to any event described in Section 2.08(b), an Eligible Assignee which
becomes a Lender hereunder as a result of such event, and “New Lenders” means any two or more of such New Lenders.

Non-Defaulting Lender “ means each Lender other than a Defaulting Lender, and “Non-Defaulting
Lenders” means any two or more of such Lenders.

“Non-Recourse Debt” shall mean Debt that is nonrecourse to the Borrower or any Restricted Subsidiary.

“Non-U.S. Lender “has the meaning set forth in Section 2.17(e).

“Note “ shall mean a promissory note, substantially in the fonn of Exhibit B hereto, issued at the request
of a Lender evidencing the obligation of the Borrower to repay outstanding Revolving Loans or Swingline Loans, as
applicable.

“Notice of Borrowing “has the meaning set forth in Section 2.03.

“Notice of ConversionlContinuation “has the meaning set forth in Section 2.06(d)(ii).

“Obligations “means:

(1) all principal of and interest (including, without limitation, any interest which accrues after
the commencement of any case, proceeding or other action relating to the bankruptcy, insolvency or
reorganization of the Borrower, whether or not allowed or allowable as a claim in any such proceeding) on any
Loan, fees payable or Reimbursement Obligation under, or any Note issued pursuant to, this Agreement or any
other Loan Document;

(ii) all other amounts now or hereafter payable by the Borrower and all other obligations or
liabilities now existing or hereafter arising or incurred (including, without limitation, any amounts which accrue
after the coimnencernent of any case, proceeding or other action relating to the bankruptcy, insolvency or
reorganization of the Borrower, whether or not allowed or allowable as a claim in any such proceeding) on the part
of the Borrower pursuant to this Agreement or any other Loan Document;

(iii) all expenses of the Agents as to which such Agents have a right to reimbursement under
Section 9.03(a) hereof or under any other similar provision of any other Loan Document; and

(iv) all amounts paid by any Indemnitee as to which such Indemnitee has the right to
reimbursement under Section 9.03 hereof or under any other similar provision of any other Loan Document;

together in each case with all renewals, modifications, consolidations or extensions thereof.

“OFAC “means the U.S. Department of the Treasury’s Office of foreign Assets Control.

“Optional Increase “has the meaning set forth in Section 2.19(a).

“Other Taxes “has the meaning set forth in Section 2.17(b).

“Participant “has the meaning set forth in Section 9.06(b).

“Participant Register “ has the meaning set forth in Section 9.06(b).

PBGC “ means the Pension Benefit Guaranty Corporation or any entity succeeding to any or all of its



functions under ERISA.

Permitted Business “ with respect to any Person means a business that is the same or similar to the
business of the Borrower or any Subsidiary as of the Effective Date, or any business reasonably related thereto.

“Person “means an individual, a corporation, a partnership, an association, a limited liability company, a
trust or an unincorporated association or any other entity or organization, including a government or political subdivision
or an agency or instrumentality thereof.

“Plan_“means at any time an employee pension benefit plan (including a Multiemployer Plan) which is
covered by Title IV of ERISA or subject to the minimum funding standards under Section 412 of the Internal Revenue
Code and either (1) is maintained, or contributed to, by any member of the ERISA Group for employees of any member of
the ERISA Group or (ii) has at any time within the preceding five years been maintained, or contributed to, by any Person
which was at such time a member of the ERISA Group for employees of any Person which was at such time a member of
the ERISA Group.

“Prime Rate “means the rate of interest publicly announced by Wells Fargo Bank from time to time as its
Prime Rate.

“Quarterly Date “means the last Business Day of each of March, June, September and December.

“Rating Agency” means S&P or Moody’s, and “ Rating Agencies “means both of them.

“Register “has the meaning set forth in Section 9.06(e).

Regulation U “ means Regulation U of the Board of Governors of the Federal Reserve System, as
amended, or any successor regulation.

Regulation X “ means Regulation X of the Board of Governors of the Federal Reserve System, as
?rnended, or any successor regulation.

“Reimbursement Obligations “means at any time all obligations of the Borrower to reimburse the Issuing
Lenders pursuant to Section 3.07 for amounts paid by the Issuing Lenders in respect of drawings under Letters of Credit,
including any portion of any such obligation to which a Lender has become subrogated pursuant to Section 3.09.

“Replacement Date “has the meaning set forth in Section 2.08(b).

“Replacement Lender “ has the meaning set forth in Section 2.08(b).

Required Lenders “ means at any time Non-Defaulting Lenders having at least 51% of the aggregate
amount of the Commitments of all Non-Defaulting Lenders or, if the Coimnitments shall have been terminated, having at
least 51% of the aggregate amount of the Revolving Outstandings of the Non-Defaulting Lenders at such time.

Responsible Officer “ means, as to any Person, the chief executive officer, president, chief fmancial
officer, controller, treasurer or assistant treasurer of such Person or any other officer of such Person reasonably acceptable
to the Administrative Agent. Any document delivered hereunder that is signed by a Responsible Officer of a Person shall
be conclusively presumed to have been authorized by all necessary corporate, partnership andlor other action on the part
of such Person and such Responsible Officer shall be conclusively presumed to have acted on behalf of such Person.

Restricted Subsidiary “ means each Subsidiary listed on Schedule 5.11 and each other Subsidiary
designated by the Borrower as a “Restricted Subsidiary” in writing to the Administrative Agent, in either case, for so long
as such Restricted Subsidiary shall be a direct Wholly Owned Subsidiary of the Borrower or a direct Wholly Owned
Subsidiary of a Restricted Subsidiary.

Retiring Lender “ means a Lender that ceases to be a Lender hereunder pursuant to the operation of
section 2.08(b).

Revolving “ means, when used with respect to (i) a Borrowing, a Borrowing made by the Borrower
under Section 2.01, as identified in the Notice of Borrowing with respect thereto, a Borrowing of Revolving Loans to
refund outstanding Swingline Loans pursuant to Section 2.02(b)(i), or a Mandatory Letter of Credit Borrowing and (ii) a



Loan, a Loan made under Section 2.01; provided , that, if any such loan or loans (or portions thereof) are
combined or subdivided pursuant to a Notice of Conversion/Continuation, the term “ Revolving Loan” shall refer to the
combined principal amount resulting from such combination or to each of the separate principal amounts resulting from
such subdivision, as the case may be.

“Revolving Outstandings “means at any time, with respect to any Lender, the sum of (i) the aggregate
principal amount of such Lender’s outstanding Revolving Loans plus (ii) the aggregate amount of such Lender’s
Swingline Exposure plus (iii) aggregate amount of such Lender’s Letter of Credit Liabilities.

“Revolving Outstandings Excess “has the meaning set forth in Section 2.09.

Sanctioned Entity “ shall mean (i) an agency of the government of, (ii) an organization directly or
indirectly controlled by, or (iii) a Person resident in, a country that is subject to a sanctions program identified on the list
maintained by OFAC and available at http ://www.treas.gov/offlces/enforcement/ofac/sanctions/index.html, or as
otherwise published from time to time as such program may be applicable to such agency, organization or Person.

“Sanctioned Person “ shall mean a Person named on the list of Specially Designated Nationals or Blocked
Persons maintained by OFAC available at hftp://www.tieas.gov/offices/enforcernent/ofac/sdnlindex.html, or as otherwise
published from tune to time.

“SEC” means the Securities and Exchange Coimnission.

S&P “ means Standard & Poor’s Ratings Group, a division of McGraw Hill, Inc., a New York
corporation, and its successors or, absent any such successor, such nationally recognized statistical rating organization as
the Borrower and the Administrative Agent may select.

Special Purpose Subsidiary “ means any Wholly Owned Subsidiary (regardless of the form of
organization) of the Borrower formed solely for the purpose of, and which engages in no other activities except those
necessary for, effecting fmancings related to Synthetic Leases.

(‘h) “ Subsidiary “ means any Corporation, a majority of the outstanding Voting Stock of which is owned,
directly or indirectly, by the Borrower or one or more other Subsidiaries of the Borrower.

Swingline Borrowing “means a Borrowing made by the Borrower tinder Section 2.02, as identified in
the Notice of Borrowing with respect thereto.

Swingline Exposure “ means, for any Lender at any time, the product derived by multiplying (i) the
aggregate principal amount of all outstanding Swingline Loans at such time by (ii) such Lender’s Commitment Ratio.

“Swingline Lender “ means Wells Fargo Bank, in its capacity as Swingline Lender.

“Swingline Loan “means any swingline loan made by the Swingline Lender to the Borrower purstiant to
Section 2.02.

Swingline Sublimit “ means the lesser of (a) $200,000,000 and (b) the aggregate Commitments of all
Lenders.

Swingline Termination Date “ means the first to occur of (a) the resignation of Wells Fargo Bank as
Administrative Agent in accordance with Section 8.09 and (b) the Termination Date.

Syndication Agçnts “ means Bank of America, N.A. and The Royal Bank of Scotland plc, each in its
capacity as a syndication agent in respect of this Agreement.

Synthetic Lease “ means any synthetic lease, tax retention operating lease, off-balance sheet loan or
similar off-balance sheet fmancing product where such transaction is considered borrowed money indebtedness for tax
“urposes but is classified as an operating lease in accordance with GAAP.

“Taxes “has the meaning set forth in Section 2.17(a).

Tennination Date “means the earliest to occur of(a) November 6, 2017 and (b) such earlier date upon
which all Commitments shall have been terminated in their entirety in accordance with this Agreement.



“Type_“, when used in respect of any Loan or Borrowing, shall refer to the rate by reference to which
interest on such Loan or on the Loans comprising such Borrowing is determined.

t “Unfunded Liabilities “means, with respect to any Plan at any time, the amount (if any) by which (i) the
me of all benefit liabilities tinder such Plan, detennined on a plan tenrtination basis using the assumptions prescribed by

the PBGC for purposes of Section 4044 of ERISA, exceeds (ii) the fair market value of all Plan assets allocable to such
liabilities under Title P/ of ERISA (excluding any accrued but unpaid contributions), all determined as of the then most
recent valuation date for such Plan, but only to the extent that such excess represents a potential liability of a member of
the ERISA Group to the PBGC or any other Person under Title W of ERISA.

“United States “means the United States of America, including the States and the District of Columbia,
but excluding its territories and possessions.

“Voting Stock “ means stock (or other interests) of a Corporation having ordinary voting power for the
election of directors, managers or trustees thereof, whether at all times or only so long as no senior class of stock has such
voting power by reason of any contingency.

“Wells Fargo Bank “means Wells Fargo Bank, National Association, and its successors.

“Wells Fargo Securities “means Wells Fargo Securities, LLC, and its successors and assigns.

Wholly Owned Subsidiary “ means, with respect to any Person at any date, any Subsidiary of such
Person all of the Voting Stock of which (except directors’ qualifying shares) is at the time directly or indirectly owned by
such Person.

ARTICLE II
THE CREDITS

Section 2.01. Commitments to Lend. Each Lender severally agrees, on the terms and conditions set forth in‘ is Agreement, to make Revolving Loans to the Borrower pursuant to this Section 2.01 from time to time during the
Availability Period in amounts such that its Revolving Outstandings shall not exceed its Commitment; provided , that,
immediately after giving effect to each such Revolving Loan, the aggregate principal amount of all outstanding Revolving
Loans (after giving effect to any amount requested) shall not exceed the aggregate Commitments iithe sum of all
outstanding Swingline Loans and Letter of Credit Liabilities. Each Revolving Borrowing (other than Mandatory Letter of
Credit Borrowings) shall be in an aggregate principal amount of $10,000,000 or any larger integral multiple of $1,000,000
(except that any such Borrowing may be in the aggregate amount of the unused Commitments) and shall be made from
the several Lenders ratably in proportion to their respective Commitments. Within the foregoing limits, the Borrower
may borrow tinder this Section 2.01, repay, or, to the extent permitted by Section 2.10, prepay, Revolving Loans and
reborrow under this Section 2.01.

Section 2.02. Swingline Loans.

(a) Availability. Subject to the terms and conditions of this Agreement, the Swingline Lender agrees to
make Swingline Loans to the Borrower from time to time from the Effective Date through, but not including, the
Swingline Termination Date; provided , that the aggregate principal amount of all outstanding Swingline Loans (after
giving effect to any amount requested). shall not exceed the lesser of(i) the aggregate Commitments less the sum of the
aggregate principal amount of all outstanding Revolving Loans and all outstanding Letter of Credit Liabilities and (ii) the
Swingline Sublimit; and provided further that the Borrower shall not use the proceeds of any Swingline Loan to
refinance any outstanding Swingline Loan. Each Swingline Loan shall be in an aggregate principal amount of $5,000,000
or any larger integral multiple of$1 ,000,000 (except that any such Borrowing may be in the aggregate amount of the
unused Swingline Sublimit). Within the foregoing limits, the Borrower may borrow, repay and reborrow Swingline
Loans, in each case tinder this Section 2.02. Each Swingline Loan shall be a Base Rate Loan.

(b) Refunding.

(i) Swingline Loans shall be refunded by the Lenders on demand by the Swingline
Lender. Such refimdings shall be made by the Lenders in accordance with their respective Commitment Ratios
and shall thereafter be reflected as Revolving Loans of the Lenders on the books and records of the Administrative
Agent. Each Lender shall fund its respective Commitment Ratio of Revolving Loans as required to repay



Swingline Loans outstanding to the Swingline Lender upon demand by the Swingline
Lender but in no event later than 1:00 P.M. (Charlotte, North Carolina time) on the next succeeding Business Day
after such demand is made. No Lender’s obligation to fund its respective Commitment Ratio of a Swingline Loan
shall be affected by any other Lender’s failure to fund its Commitment Ratio of a Swingline Loan, nor shall any. Lender’s Commitment Ratio be increased as a result of any such failure of any other Lender to fund its
Commitment Ratio of a Swingline Loan.

(ii) The Borrower shall pay to the $wingline Lender on demand, and in no case more
than fourteen (14) days after the date that such Swingline Loan is made, the amount of such Swingline Loan to the
extent amounts received from the Lenders are not sufficient to repay in full the outstanding Swingline Loans
requested or required to be reftmded. In addition, the Borrower hereby authorizes the Administrative Agent to
charge any account maintained by the Borrower with the Swingline Lender (up to the amount available therein) in
order to immediately pay the Swingline Lender the amount of such Swingline Loans to the extent amounts
received from the Lenders are not sufficient to repay in full the outstanding Swingline Loans requested or required
to be refunded. If any portion of any stich amount paid to the Swingline Lender shall be recovered by or on behalf
of the Borrower from the Swingline Lender in bankruptcy or otherwise, the loss of the amount so recovered shall
be ratably shared among all the Lenders in accordance with their respective Commitment Ratios (unless the
amounts so recovered by or on behalf of the Borrower pertain to a Swingline Loan extended after the occurrence
and during the continuance of an Event of Default of which the Administrative Agent has received notice in the
manner required pursuant to Section 8.05 and which such Event of Default has not been waived by the Required
Lenders or the Lenders, as applicable).

(iii) Each Lender acknowledges and agrees that its obligation to refund Swingline Loans
(other than Swingline Loans extended after the occurrence and during the continuation of an Event of Default of
which the Administrative Agent has received notice in the manner required pursuant to Section 8.05 and which
such Event of Default has not been waived by the Required Lenders or the Lenders, as applicable) in accordance
with the terms of this Section is absolute and tmconditional and shall not be affected by any circumstance
whatsoever, including, without limitation, non-satisfaction of the conditions set forth in Article TV. Further, each
Lender agrees and acknowledges that if prior to the refunding of any outstanding Swingline Loans pursuant to this
Section, one of the events described in Section 7.0 1(h) or (i) shall have occurred, each Lender will, on the date the
applicable Revolving Loan would have been made, purchase an undivided participating interest in the Swingline
Loan to be refunded in an amount equal to its Commitment Ratio of the aggregate amount of such Swingline
Loan. Each Lender will immediately transfer to the Swingline Lender, in immediately available funds, the amount
of its participation and upon receipt thereof the Swingline Lender will deliver to such Lender a certificate
evidencing stich participation dated the date of receipt of such funds and for such amount. Whenever, at any time
after the Swingline Lender has received from any Lender stich Lender’s participating interest in a Swingline Loan,
the Swingline Lender receives any payment on account thereof, the Swingline Lender will distribute to such
Lender its participating interest in such amount (appropriately adjusted, in the case of interest payments, to reflect
the period of time during which such Lender’s participating interest was outstanding and funded).

Section 2.03. Notice of Borrowings . The Borrower shall give the Administrative Agent notice substantially in
the fonn of Exhibit A-i hereto (a “Notice of Borrowing “) not later than (a)11:30 A.M. (Charlotte, North Carolina time)
on the date of each Base Rate Borrowing and (b) 12:00 Noon (Charlotte, North Carolina time) on the third Business Day
before each Euro-Dollar Borrowing, specifying:

(i) the date of such Borrowing, which shall be a Business Day;

(ii) the aggregate amount of such Borrowing;

(iii) whether such Borrowing is comprised of Revolving Loans or a Swingline Loan;

(iv) in the case of a Revolving Borrowing, the initial Type of the Loans comprising such
Borrowing; and

(v) in the case of a Euro-Dollar Borrowing, the dtiration of the initial Interest Period
applicable thereto, subject to the provisions of the defmition of Interest Period.

Not-withstanding the foregoing, no more than six (6) Groups of Euro-Dollar Loans shall be outstanding at any one time,
and any Loans which would exceed such limitation shall be made as Base Rate Loans.



Section 2.04. Notice to Lenders; funding of Revolving Loans and Swingline Loans.

(a) Notice to Lenders. Upon receipt of a Notice of Borrowing (other than in respect of a Borrowing

.5a Swingline Loan), the Administrative Agent shall promptly notify each Lender of such Lender’s ratable share (if any)
the Borrowing referred to in the Notice of Borrowing, and such Notice of Borrowing shall not thereafter be revocable

by the Borrower.

(b) Funding of Loans. Not later than (a) 1:00 P.M. (Charlotte, North Carolina time) on the date of
each Base Rate Borrowing and (b) 12:00 Noon (Charlotte, North Carolina time) on the date of each Euro-Dollar
Borrowing, each Lender shall make available its ratable share of such Borrowing, in Federal or other funds immediately
available in Charlotte, North Carolina, to the Administrative Agent at its address referred to in Section 9.01. Unless the
Administrative Agent determines that any applicable condition specified in Article IV has not been satisfied, the
Administrative Agent shall apply any funds so received in respect of a Borrowing available to the Borrower at the
Administrative Agent’s address not later than (a) 3:00 P.M. (Charlotte, North Carolina time) on the date of each Base
Rate Borrowing and (b) 2:00 P.M. (Charlotte, North Carolina time) on the date of each Euro-Dollar Borrowing.
Revolving Loans to be made for the purpose of refunding Swliigline Loans shall be made by the Lenders as provided in
Section 2.02(b).

(c) Funding By the Administrative Agent in Anticipation of Amounts Due from the Lenders. Unless
the Administrative Agent shall have received notice from a Lender prior to the date of any Borrowing (except in the case
of a Base Rate Borrowing, in which case prior to the time of such Borrowing) that such Lender will not make available to
the Administrative Agent such Lender’s share of such Borrowing, the Administrative Agent may assume that such Lender
has made such share available to the Administrative Agent on the date of such Borrowing in accordance with subsection
(b) of this Section, and the Administrative Agent may, in reliance upon such assumption, make available to the Borrower
on such date a corresponding amount. If and to the extent that such Lender shall not have so made such share available to
the Administrative Agent, such Lender and the Borrower severally agree to repay to the Administrative Agent forthwith
on demand such corresponding amount, together with interest thereon for each day from the date such amount is made
available to the Borrower until the date such amount is repaid to the Administrative Agent at (i) a rate per annum equal to

Ce higher of the Federal Funds Rate and the interest rate applicable thereto pursuant to Section 2.06, in the case of the
]orrower, and (ii) the Federal Funds Rate, in the case of such Lender. Any payment by the Borrower hereunder shall be
without prejudice to any claim the Borrower may have against a Lender that shall have failed to make its share of a
Borrowing available to the Administrative Agent. If such Lender shall repay to the Administrative Agent such
corresponding amount, such amount so repaid shall constitute stich Lender’s Loan included in such Borrowing for
purposes of this Agreement.

(d) Obligations of Lenders Several. The failure of any Lender to make a Loan reqtiired to be made by
it as part of any Borrowing hereunder shall not relieve any other Lender of its obligation, if any, hereunder to make any
Loan on the date of such Borrowing, but no Lender shall be responsible for the failure of any other Lender to make the
Loan to be made by such other Lender on such date of Borrowing.

Section 2.05. Noteless Agreement; Evidence of Indebtedness

(a) Each Lender shall maintain in accordance with its usual practice an account or accounts
evidencing the indebtedness of the Borrower to such Lender resulting from each Loan made by such Lender from time to
time, including the amounts of principal and interest payable and paid to such Lender from time to time hereunder.

(b) The Administrative Agent shall also maintain accounts in which it will record (a) the amount of
each Loan made hereunder, the Type thereof and the Interest Period with respect thereto, (b) the amount of any principal
or interest dtie and payable or to become due and payable from the Borrower to each Lender hereunder and (c) the amount
of any sum received by the Administrative Agent hereunder from the Borrower and each Lender’s share thereof.

(c) The entries maintained in the accounts maintained pursuant to paragraphs (a) and (b) above shall
be prima facie evidence of the existence and amounts of the Obligations therein recorded; provided , however , that the
failure of the Administrative Agent or any Lender to maintain such accounts or any error therein shall not in any manner

fect the obligation of the Borrower to repay the Obligations in accordance with their terms.

(d) Any Lender may request that its Loans be evidenced by a Note. In such event, the Borrower shall
prepare, execute and deliver to such Lender a Note payable to the order of such Lender. Thereafter, the Loans evidenced



by such Note and interest thereon shall at all times (including after any assignment pursuant to Section
9.06(c)) be represented by one or more Notes payable to the order of the payee named therein or any assignee pursuant to
Section 9.06(c), except to the extent that any such Lender or assignee subsequently returns any such Note for cancellation
and requests that such Loans once again be evidenced as described in paragraphs (a) and (b) above.

Section 2.06. Interest Rates

(a) Interest Rate Options. The Loans shall, at the option of the Borrower and except as otherwise
provided herein, be incurred and maintained as, or converted into, one or more Base Rate Loans or Euro-Dollar Loans.

(b) Base Rate Loans. Each Loan which is made as, or converted into, a Base Rate Loan (other than a
Swingline Loan) shall bear interest on the outstanding principal amount thereof, for each day from the date such Loan is
made as, or converted into, a Base Rate Loan until it becomes due or is converted into a Loan of any other Type, at a rate
per annum equal to the sum of the Base Rate for such day plus the Applicable Percentage for Base Rate Loans for such
day. Each Loan which is made as a Swingline Loan shall bear interest on the outstanding principal amount thereof, for
each day from the date such Loan is made until it becomes due at a rate per annum equal to the LIBOR Market Index Rate
for such day plus the Applicable Percentage for Euro-Dollar Loans for such day. Such interest shall, in each case, be
payable quarterly in arrears on each Quarterly Date (or, with respect to Base Rate Loans that are Swingline Loans, as the
Swingline Lender and the Borrower may otherwise agree in writing) and, with respect to the principal amount of any Base
Rate Loan (other than a Swingline Loan) converted to a Euro-Dollar Loan, on the date such Base Rate Loan is so
converted. Any overdue principal of or interest on any Base Rate Loan shall bear interest, payable on demand, for each
day until paid at a rate per annum equal to the sum of 2% plus the rate otherwise applicable to Base Rate Loans for such
day.

(c) Euro-Dollar Loans. Each Euro-Dollar Loan shall bear interest on the outstanding principal
amount thereof, for each day during the Interest Period applicable thereto, at a rate per annum equal to the sum of the
Adjusted London Interbank Offered Rate for such Interest Period plus the Applicable Percentage for Euro-Dollar Loans
for such day. Such interest shall be payable for each Interest Period on the last day thereof and, if such Interest Period is
longer than three months, at intervals of three months after the first day thereof. Any overdue principal of or interest on

ty Euro-Dollar Loan shall bear interest, payable on demand, for each day until paid at a rate per annum equal to the sum
F 2% plus the sum of(A) the Adjusted London Interbank Offered Rate applicable to such Loan at the date such payment

was due plus (B) the Applicable Percentage for Euro-Dollar Loans for such day (or, if the circumstance described in
Section 2.14 shall exist, at a rate per annum equal to the sum of 2% plus the rate applicable to Base Rate Loans for such
day).

(d) Method of Electing Interest Rates.

(i) Subject to Section 2.06(a), the Loans included in each Revolving Borrowing shall
bear interest initially at the type of rate specified by the Borrower in the applicable Notice of
Borrowing. Thereafter, with respect to each Group of Loans, the Borrower shall have the option (A) to convert all
or any part of (y) so long as no Default is in existence on the date of conversion, outstanding Base Rate Loans to
Ettro-Dollar Loans and (z) outstanding Euro-Dollar Loans to Base Rate Loans; provided, in each case, that the
amount so converted shall be equal to $10,000,000 or any larger integral multiple of $1,000,000, or (B) upon the
expiration of any Interest Period applicable to outstanding Euro-Dollar Loans, so long as no Default is in existence
on the date of continuation, to continue all or any portion of such Loans, equal to $10,000,000 and any larger
integral multiple of $1,000,000 in excess of that amount as Euro-Dollar Loans. The Interest Period of any Base
Rate Loan converted to a Etiro-Dollar Loan purstiant to clause (A) above shall commence on the date of such
conversion. The succeeding Interest Period of any Euro-Dollar Loan continued pursuant to clause (B) above shall
commence on the last day of the Interest Period of the Loan so continued. Euro-Dollar Loans may only be
converted on the last day of the then current Interest Period applicable thereto or on the date required pursuant to
Section 2.18.

(ii) The Borrower shall deliver a written notice of each such conversion or continuation
(a “Notice of Conversion/Continuation “) to the Administrative Agent no later than (A) 12:00 Noon (Charlotte,
North Carolina time) at least three (3) Business Days before the effective date of the proposed conversion to, or
continuation of, a Euro Dollar Loan and (B) 11:30 A.M. (Charlotte, North Carolina time) on the day of a
conversion to a Base Rate Loan. A written Notice of Conversion/Continuation shall be substantially in the fonn
of Exhibit A-2 attached hereto and shall specif’: (A) the Group of Loans (or portion thereof) to which such notice
applies, (B) the proposed conversion/continuation date (which shall be a Business Day), (C) the aggregate amount



of the Loans being convertedlcontinued, (D) an election between the Base Rate and the
Adjusted London Interbank Offered Rate and (E) in the case of a conversion to, or a continuation of, Euro-Dollar
Loans, the requested Interest Period. Upon receipt of a Notice of ConversionlContinuation, the Administrative
Agent shall give each Lender prompt notice of the contents thereof and such Lender’s pro rata share of all
conversions and continuations requested therein. If no timely Notice of ConversionlContinuation is delivered by
the Borrower as to any Euro-Dollar Loan, and such Loan is not repaid by the Borrower at the end of the applicable
Interest Period, such Loan shall be converted automatically to a Base Rate Loan on the last day of the then
applicable Interest Period.

(e) Determination and Notice of Interest Rates. The Administrative Agent shall determine each
interest rate applicable to the Loans hereunder. The Administrative Agent shall give prompt notice to the Borrower and
the participating Lenders of each rate of interest so determined, and its determination thereof shall be conclusive in the
absence of manifest error. Any notice with respect to Euro-Dollar Loans shall, without the necessity of the
Administrative Agent so stating in such notice, be subject to adjustments in the Applicable Percentage applicable to such
Loans afier the beginning of the Interest Period applicable thereto. When during an Interest Period any event occurs that
causes an adjustment in the Applicable Percentage applicable to Loans to which such Interest Period is applicable, the
Administrative Agent shall give prompt notice to the Borrower and the Lenders of such event and the adjusted rate of
interest so determined for such Loans, and its determination thereof shall be conclusive in the absence of manifest error.

Section 2.07. fees.

(a) Commitment Fees. The Borrower shall pay to the Administrative Agent for the account of each
Lender a fee (the “Commitment Fee “) for each day at a rate per annum equal to the Applicable Percentage for the
Commitment Fee for such day. The Commitment Fee shall accrue from and including the Effective Date to but excluding
the last day of the Availability Period on the amount by which such Lender’s Commitment exceeds the sum of its
Revolving Outstandings (solely for this purpose, exclusive of Swingline Exposure) on such day. The Commitment Fee
shall be payable on the last day of each of March, June, September and December and on the Termination Date.

(b) Letter of Credit Fees. The Borrower shall pay to the Administrative Agent a fee (the “Letter of
Fee “) for each day at a rate per annum equal to the Applicable Percentage for the Letter of Credit Fee for such

ay. The Letter of Credit Fee shall accrue from and including the Effective Date to but excluding the last day of the
Availability Period on the aggregate amount available for drawing under any Letters of Credit outstanding on such day
and shall be payable for the account of the Lenders ratably in proportion to their participations in such Letter(s) of
Credit. In addition, the Borrower shall pay to each Issuing Lender a fee (the “Fronting Fee

“
in respect of each Letter of

Credit issued by such Issuing Lender computed at the rate of 0.20% per annum on the average amount available for
drawing under such Letter(s) of Credit. fronting fees shall be due and payable quarterly in arrears on each Quarterly
Date and on the Tennination Date (or stich earlier date as all Letters of Credit shall be canceled or expire). In addition,
the Borrower agrees to pay to each Isstting Lender, upon each issuance of, payment under, andlor amendment of, a Letter
of Credit, such amount as shall at the time of such issuance, payment or amendment be the administrative charges and
expenses which such Isstiing Lender is customarily charging for issuances of, payments under, or amendments to letters
of credit issued by it.

(c) Payments. Except as otherwise provided in this Section 2.07, accrued fees under this Section 2.07
in respect of Loans and Letter of Credit Liabilities shall be payable quarterly in arrears on each Quarterly Date, on the last
day of the Availability Period and, if later, on the date the Loans and Letter of Credit Liabilities shall be repaid in their
entirety. Fees paid hereunder shall not be refundable under any circumstances.

Section 2.08. Adjustments of Commitments.

(a) Optional Tennination or Reductions of Commitments (Pro-Rata). The Borrower may, upon at
least three Business Days’ prior written notice to the Administrative Agent, permanently (i) tenninate the Conunitments,
if there are iio Revolving Outstandings at such time or (ii) ratably reduce from time to time by a minimum amount of
$10,000,000 or any larger integral multiple of $5,000,000, the aggregate amottnt of the Commitments in excess of the
aggregate Revolving Outstandings. Upon receipt of any such notice, the Administrative Agent shall promptly notify the

( - enders. If the Commitments are terminated in their entirety, all accrued fees shall be payable on the effective date of
Jmch termination.

(b) Optional Termination of Commitments (Non-Pro-Rata). If (i) any Lender has demanded
compensation or indemnification pursuant to Sections 2.14, 2.15, 2.16 or 2.17, (ii) the obligation of any Lender to make



Euro-Dollar Loans has been suspended pursuant to Section 2.15 or (iii) any Lender is a Defaulting
Lender (each such Lender described in clauses (1), (ii) or (iii) being a “Retiring Lender “), the Borrower shall have the
right, if no Default then exists, to replace such Lender with one or more Eligible Assignees (which may be one or more of
the Continuing Lenders) (each a “Replacement Lender “ and, collectively, the “ Replacement Lenders “) reasonably

(7ceptable to the Administrative Agent. The replacement of a Retiring Lender pursuant to this Section 2.08(b) shall be
ffective on the tenth Business Day (the “Replacement Date “) following the date of notice given by the Borrower of
such replacement to the Retiring Lender and each Continuing Lender through the Administrative Agent, subject to the
satisfaction of the following conditions:

(i) the Replacement Lender shall have satisfied the conditions to assignment and
assumption set forth in Section 9.06(c) (with all fees payable pttrsuant to Section 9.06(c) to be paid by the
Borrower) and, in connection therewith, the Replacement Lender(s) shall pay:

(A) to the Retiring Lender an amount equal in the aggregate to the
stim of(x) the principal of, and all accrued but unpaid interest on, all outstanding Loans of the
Retiring Lender, (y) all unpaid drawings that have been ftmded by (and not reimbursed to) the
Retiring Lender under Section 3.10, together with all accrued but unpaid interest with respect
thereto and (z) all accrued but unpaid fees owing to the Retiring Lender pursuant to Section 2.07;
and

(B) to the Swingline Lender an amount eqttal to the aggregate
amount owing by the Retiring Lender to the Swingline Lender in respect of all unpaid reflindings
of Swingline Loans requested by the Swingline Lender pursuant to Section 2.02(b)(i), to the extent
such amount was not theretofore funded by such Retiring Lender; and

(C) to the Issuing Lenders an amount equal to the aggregate
amount owing by the Retiring Lender to the Isstiing Lenders as reimbursement pursuant to Section
3.09, to the extent such amount was not theretofore funded by such Retiring Lender; and

(ii) the Borrower shall have paid to the Administrative Agent for the account of the
Retiring Lender an amount equal to all obligations owing to the Retiring Lender by the Borrower pursuant to this
Agreement and the other Loan Documents (other than those obligations of the Borrower referred to in clause (i)
(A) above).

On the Replacement Date, each Replacement Lender that is a New Lender shall become a Lender
hereunder and shall succeed to the obligations of the Retiring Lender with respect to outstanding Swingline Loans and
Letters of Credit to the extent of the Commitment of the Retiring Lender assumed by such Replacement Lender, and the
Retiring Lender shall cease to constitute a Lender hereunder; provided , that the provisions of Sections 2.12, 2.16, 2.17
and 9.03 of this Agreement shall continue to inure to the benefit of a Retiring Lender with respect to any Loans made, any
Letters of Credit issued or any other actions taken by such Retiring Lender while it was a Lender.

In lieu of the foregoing, subject to Section 2.08(e), ttpon express written consent of Continuing Lenders
holding more than 50% of the aggregate amount of the Commitments of the Continuing Lenders, the Borrower shall have
the right to permanently tenninate the Commitment of a Retiring Lender in full. Upon payment by the Borrower to the
Administrative Agent for the account of the Retiring Lender of an amount equal to the sum of (1) the aggregate principal
amount of all Loans and Reimbursement Obligations owed to the Retiring Lender and (ii) all accrued interest, fees and
other amounts owing to the Retiring Lender hereunder, including, without limitation, all amotmts payable by the
Borrower to the Retiring Lender under Sections 2.12, 2.16, 2.17 or 9.03, such Retiring Lender shall cease to constitute a
Lender hereunder; provided , that the provisions of Sections 2.12, 2.16, 2.17 and 9.03 of this Agreement shall inure to the
benefit of a Retiring Lender with respect to any Loans made, any Letters of Credit issued or any other actions taken by
such Retiring Lender while it was a Lender.

(c) Optional Tennination of Defatilting Lender Commitment (Non-Pro-Rata). At any time a Lender
is a Defaulting Lender, subject to Section 2.08(e), the Borrower may terminate in full the Commitment of such Defaulting

4 ender by giving notice to such Defaulting Lender and the Administrative Agent, provided that, (1) at the time of such
\Jrmination, (A) no Default has occurred and is continuing (or alternatively, the Required Lenders shall consent to such

termination) and (B) either (x) no Revolving Loans or Swingline Loans are outstanding or (y) the aggregate Revolving
Outstandings of such Defaulting Lender in respect of Revolving Loans is zero; (ii) concurrently with such termination, the
aggregate Commitments shall be reduced by the Commitment of the Defaulting Lender; and (iii) concurrently with any



subsequent payment of interest or fees to the Lenders with respect to any period before the termination of
a Defaulting Lender’s Commitment, the Borrower shall pay to such Defaulting Lender its ratable share (based on its
Commitment Ratio before giving effect to such termination) of such interest or fees, as applicable. The termination of a
Defaulting Lender’s Commitment pursuant to this Section 2.08(c) shall not be deemed to be a waiver of any right that the

t’rrower, Administrative Agent, any Issuing Lender or any other Lender may have against such Defaulting Lender.

(d) Tennination Date. The Commitments shall terminate on the Termination Date.

(e) Redetermination of Coimnitment Ratios. On the date of termination of the Commitment of a
Retiring Lender or Defaulting Lender pursuant to Section 2.08(b) or (c), the Coimnitment Ratios of the Continuing
Lenders shall be redetermined after giving effect thereto, and the participations of the Continuing Lenders in and
obligations of the Continuing Lenders in respect of any then outstanding Swingline Loans and Letters of Credit shall
thereafter be based upon such redetermined Commitment Ratios (to the extent not previously adjusted pursuant to Section
2.20). The right of the Borrower to effect such a termination is conditioned on there being sufficient unused availability
in the Commitments of the Continuing Lenders such that the aggregate Revolving Outstandings will not exceed the
aggregate Commitments after giving effect to such termination and redetermination.

Section 2.09. Maturity of Loans; Mandatory Prepayments.

(a) S cheduled Repayments and Prepayments of Loans; Overline Repayments.

(1) The Revolving Loans shall mature on the Termination Date, and any Revolving
Loans, Swingline Loans and Letter of Credit Liabilities then outstanding (together with accrued interest thereon
and fees in respect thereof) shall be due and payable or, in the case of Letters of Credit, cash collateralized
pursuant to Section 2.09(a)(ii), on such date.

(ii) If on any date the aggregate Revolving Outstandings exceed the aggregate amount of
the Commitments (such excess, a “Revolving Outstandings Excess “), the Borrower shall prepay, and there shall
become due and payable (together with accrued interest thereon) on such date, an aggregate principal amount of
Revolving Loans and/or Swingline Loans equal to such Revolving Outstandings Excess. If, at a time when a
Revolving Outstandings Excess exists and (x) no Revolving Loans or Swingline Loans are outstanding or (y) the
Commitment has been terminated pursuant to this Agreement and, in either case, any Letter of Credit Liabilities
remain outstanding, then, in either case, the Borrower shall cash collateralize any Letter of Credit Liabilities by
depositing into a cash collateral account established and maintained (including the investments made pursuant
thereto) by the Administrative Agent pursuant to a cash collateral agreement in form and substance satisfactory to
the Administrative Agent an amount in cash equal to the then outstanding Letter of Credit Liabilities. li
determining Revolving Outstandings for purposes of this clause (ii), Letter of Credit Liabilities shall be reduced to
the extent that they are cash collateralized as contemplated by this Section 2.09(a)(ii).

(b) Applications of Prepayments and Reductions.

(1) Each payment or prepayment of Loans pursuant to this Section 2.09 shall be applied
ratably to the respective Loans of all of the Lenders.

(ii) Each payment of principal of the Loans shall be made together with interest accrued
on the amount repaid to the date of payment.

(iii) Each payment of the Loans shall be applied to such Groups of Loans as the
Borrower may designate (or, failing such designation, as detennined by the Administrative Agent).

Section 2.10. Optional Prepayments and Repayments.

(a) Prepayments of Loans. Other than in respect of Swingline Loans, the repayment of which is
governed pursuant to Section 2.02(b), subject to Section 2.12, the Borrower may (i) upon at least one (1) Business Day’s
notice to the Administrative Agent, prepay any Base Rate Borrowing or (ii) upon at least three (3) Business Days’ notice

the Administrative Agent, prepay any Euro-Dollar Borrowing, in each case in whole at any time, or from time to time
“—th part in amounts aggregating $10,000,000 or any larger integral multiple of $1,000,000, by paying the principal amount

to be prepaid together with accrued interest thereon to the date of prepayment. Each such optional prepayment shall be
applied to prepay ratably the Loans of the several Lenders included in such Borrowing.



(b) Notice to Lenders. Upon receipt of a notice of prepayment pursuant to Section 2.10(a), the
Administrative Agent shall promptly notify each Lender of the contents thereof and of such Lender’s ratable share (if any)
of such prepayment, and such notice shall not thereafter be revocable by the Borrower.

Section 2.11. General Provisions as to Payments.

(a) Payments by the Borrower. The Borrower shall make each payment of principal of and interest
on the Loans and Letter of Credit Liabilities and fees hereunder (other than fees payable directly to the Issuing Lenders)
not later than 12:00 Noon (Charlotte, North Carolina time) on the date when due, without set-off, counterclaim or other
deduction, in Federal or other funds immediately available in Charlotte, North Carolina, to the Administrative Agent at its
address referred to in Section 9.01. The Administrative Agent will promptly distribute to each Lender its ratable share of
each such payment received by the Administrative Agent for the account of the Lenders. Whenever any payment of
principal of or interest on the Base Rate Loans or Letter of Credit Liabilities or of fees shall be due on a day which is not a
Business Day, the date for payment thereof shall be extended to the next succeeding Business Day. Whenever any
payment of principal of or interest on the Euro-Dollar Loans shall be due on a day which is not a Business Day, the date
for payment thereof shall be extended to the next succeeding Business Day unless such Business Day falls in another
calendar month, in which case the date for payment thereof shall be the next preceding Business Day. If the date for any
payment of principal is extended by operation of law or otherwise, interest thereon shall be payable for stich extended
time.

(b) Distributions by the Administrative Agent. Unless the Administrative Agent shall have received
notice from the Borrower prior to the date on which any payment is due to the Lenders hereunder that the Borrower will
not make such payment in full, the Administrative Agent may assume that the Borrower has made such payment in full to
the Administrative Agent on such date, and the Administrative Agent may, in reliance upon stich assumption, cause to be
distributed to each Lender on such due date an amount equal to the amount then due such Lender. If and to the extent that
the Borrower shall not have so made such payment, each Lender shall repay to the Administrative Agent forthwith on
demand such amount distributed to such Lender together with interest thereon, for each day from the date such amount is
distributed to such Lender until the date such Lender repays such amount to the Administrative Agent, at the Federal
Funds Rate.

Section 2.12. Funding Losses. If the Borrower makes any payment of principal with respect to any Euro
Dollar Loan pursuant to the terms and provisions of this Agreement (any conversion of a Euro-Dollar Loan to a Base Rate
Loan pursuant to Section 2.18 being treated as a payment of such Euro-Dollar Loan on the date of conversion for
purposes of this Section 2.12) on any day other than the last day of the hiterest Period applicable thereto, or the last day of
an applicable period fixed pursuant to Section 2.06(c), or if the Borrower fails to borrow, convert or prepay any Euro
Dollar Loan after notice has been given in accordance with the provisions of this Agreement, or in the event of payment
in respect of any Euro-Dollar Loan other than on the last day of the literest Period applicable thereto as a restilt of a
request by the Borrower pursuant to Section 2.08(b), the Borrower shall reimburse each Lender within fifteen (15) days
after demand for any resulting loss or expense incurred by it (and by an existing Participant in the related Loan),
including, without limitation, any loss incurred in obtaining, liquidating or employing deposits from third parties, but
excluding loss of margin for the period after any such payment or failure to borrow or prepay; provided, that such Lender
shall have delivered to the Borrower a certificate as to the amount of such loss or expense, which certificate shall be
conclusive in the absence of manifest error.

Section 2.13. Computation of Interest and fees . Interest on Loans based on the Prime Rate hereunder and
Letter of Credit Fees shall be computed on the basis of a year of 365 days (or 366 days in a leap year) and paid for the
actual number of days elapsed. All other interest and fees shall be computed on the basis of a year of 360 days and paid
for the actual number of days elapsed (including the first day but excluding the last day).

Section 2.14. Basis for Determining Interest Rate Inadequate, Unfair or Unavailable. If on or prior to the first
day of any Interest Period for any Euro-Dollar Loan: (a) Lenders having 50% or more of the aggregate amount of the
Commitments advise the Administrative Agent that the Adjusted London Interbank Offered Rate as determined by the
Administrative Agent, will not adeqtiately and fairly reflect the cost to such Lenders of ftmding their Euro-Dollar Loans
for such Interest Period; or (b) the Administrative Agent shall determine that no reasonable means exists for determining
e Adjusted London hiterbank Offered Rate, the Administrative Agent shall forthwith give notice thereof to the

‘—orrower and the Lenders, whereupon, until the Administrative Agent notifies the Borrower and the Lenders that the
circumstances giving rise to such suspension no longer exist, (i) the obligations of the Lenders to make Euro-Dollar
Loans, or to convert outstanding Loans into Euro-Dollar Loans shall be sttspended; and (ii) each outstanding Euro-Dollar
Loan shall be converted into a Base Rate Loan on the last day of the current Interest Period applicable thereto. Unless the



Borrower notifies the Administrative Agent at least two (2) Domestic Business Days before the date of (or, if at
the time the Borrower receives such notice the day is the date of, or the date immediately preceding, the date of such
Euro-Dollar Borrowing, by 10:00A.M. on the date of) any Etiro-Dollar Borrowing for which a Notice of Borrowing has

reviotisly been given that it elects not to borrow on such date, such Borrowing shall instead be made as a Base Rate
rrowing.

Section 2.15. Illegality. li on or after the date of this Agreement, the adoption of any applicable law, rule or
regulation, or any change in any applicable law, rule or regulation, or any change in the interpretation or administration
thereof by any Governmental Authority, central bank or comparable agency charged with the interpretation or
administration thereof, or compliance by any Lender (or its Euro-Dollar Lending Office) with any request or directive
(whether or not having the force of law) of any such authority, central bank or comparable agency shall make it unlawful
or impossible for any Lender (or its Euro-Dollar Lending Office) to make, maintain or fund its Euro-Dollar Loans and
such Lender shall so notify the Administrative Agent, the Administrative Agent shall forthwith give notice thereof to the
other Lenders and the Borrower, whereupon until such Lender notifies the Borrower and the Administrative Agent that
the circumstances giving rise to such suspension no longer exist, the obligation of such Lender to make Euro-Dollar
Loans, or to convert outstanding Loans into Euro-Dollar Loans, shall be stispended. Before giving any notice to the
Administrative Agent pursttant to this Section, such Lender shall designate a different Euro-Dollar Lending Office if such
designation will avoid the need for giving such notice and will not, in the judgment of such Lender, be otherwise
disadvantageous to such Lender. If such notice is given, each Euro-Dollar Loan of such Lender then outstanding shall be
converted to a Base Rate Loan either (i) on the last day of the then current Interest Period applicable to such Euro-Dollar
Loan if such Lender may lawfully continue to maintain and fund such Loan to such day or (ii) immediately if such Lender
shall determine that it may not lawfully continue to maintain and fund such Loan to such day.

Section 2.16. Increased Cost and Reduced Return.

(a) Increased Costs. If after the Effective Date, the adoption of any applicable law, rule or regulation,
or any change in any applicable law, rule or regulation, or any change in the interpretation or administration thereof by
any Governmental Authority, central bank or comparable agency charged with the interpretation or administration
thereof, or compliance by any Lender (or its Applicable Lending Office) with any reqttest or directive (whether or not( Iving the force of law) of any such authority, central bank or comparable agency shall impose, modify or deem
oplicable any reserve (including, without limitation, any such requirement imposed by the Board of Governors of the
Federal Reserve System), special deposit, insurance assessment or similar requirement against Letters of Credit issued or
participated in by, assets of, deposits with or for the account of or credit extended by, any Lender (or its Applicable
Lending Office) or shall impose on any Lender (or its Applicable Lending Office) or on the United States market for
certificates of deposit or the London interbank market any other condition affecting its Euro-Dollar Loans, Notes,
obligation to make Etiro-Dollar Loans or obligations hereunder in respect of Letters of Credit, and the result of any of the
foregoing is to increase the cost to such Lender (or its Applicable Lending Office) of making or maintaining any Euro
Dollar Loan, or of issuing or participating in any Letter of Credit, or to reduce the amount of any sum received or
receivable by such Lender (or its Applicable Lending Office) under this Agreement or under its Notes with respect
thereto, then, within fifteen (15) days after demand by such Lender (with a copy to the Administrative Agent), the
Borrower shall pay to such Lender such additional amount or amounts, as determined by such Lender in good faith, as
will compensate such Lender for such increased cost or reduction, solely to the extent that any such additional amounts
were incurred by the Lender within ninety (90) days of such demand.

(b) Capital Adequacy. If any Lender shall have determined that, after the Effective Date, the
adoption of any applicable law, rule or regulation regarding capital adequacy or liqtiidity, or any change in any such law,
rule or regttlation, or any change in the interpretation or administration thereof by any Governmental Authority, central
bank or comparable agency charged with the interpretation or administration thereof, or any request or directive regarding
capital adequacy (whether or not having the force of law) of any such authority, central bank or comparable agency, has
or would have the effect of redticing the rate of return on capital of such Lender (or any Person controlling such Lender)
as a consequence of such Lender’s obligations hereunder to a level below that which such Lender (or any Person
controlling such Lender) could have achieved but for such adoption, change, request or directive (taking into
consideration its policies with respect to capital adeqtiacy), then from time to time, within fifteen (15) days after demand
by such Lender (with a copy to the Administrative Agent), the Borrower shall pay to such Lender such additional amount

amounts as will compensate such Lender (or any Person controlling such Lender) for stich reduction, solely to the
extent that any such additional amounts were incurred by the Lender within ninety (90) days of such demand.

(c) Notices . Each Lender will promptly notify the Borrower and the Administrative Agent of any



event of which it has knowledge, occurring after the Effective Date, that will entitle such Lender to
compensation pursuant to this Section and will designate a different Applicable Lending Office if such designation will
avoid the need for, or reduce the amount of, such compensation and will not, in the judgment of such Lender, be
otherwise disadvantageotis to such Lender. A certificate of any Lender claiming compensation under this Section and

tting forth in reasonable detail the additional amount or amounts to be paid to it hereunder shall be conclusive in the
.osence of manifest error. In determining such amount, such Lender may use any reasonable averaging and attribution
methods.

(d) Notwithstanding anything to the contrary herein, (x) the Dodd-Frank Wall Street Reform and
Consumer Protection Act and all requests, rules, guidelines or directives thereunder or issued in connection therewith and
(y) all requests, rules, guidelines or directives promulgated by the Bank for International Settlements, the Basel
Committee on Banking Supervision (or any successor or similar authority) or the United States or foreign regulatory
authorities, in each case purstiant to Basel Ill, shall in each case be deemed to be a “change in law” under this Article II
regardless of the date enacted, adopted or isstted.

Section 2.17. Taxes.

(a) Payments Net of Certain Taxes. Any and all payments by the Borrower to or for the account of
any Lender or any Agent hereunder or under any other Loan Document shall be made free and clear of and without
deduction for any and all present or future taxes, duties, levies, imposts, deductions, charges and withholdings and all
liabilities with respect thereto, excluding: (1) taxes imposed on or measured by the net income (including branch profits or
similar taxes) of, and gross receipts, franchise or similar taxes imposed on, any Agent or any Lender by the jurisdiction
(or subdivision thereof) under the laws of which such Lender or Agent is organized or in which its principal executive
office is located or, in the case of each Lender, in which its Applicable Lending Office is located, (ii) in the case of each
Lender, any United States withholding tax imposed on such payments, but only to the extent that such Lender is subject to
United States withholding tax at the time such Lender first becomes a party to this Agreement or changes its Applicable
Lending Office, (iii) any backup withholding tax imposed by the United States (or any state or locality thereof) on a
Lender or Administrative Agent that is a “United States person” within the meaning of Section 770 1(a)(30) of the Internal
Revenue Code, and (iv) any taxes imposed by FATCA (all such nonexciuded taxes, dttties, levies, imposts, deductions,

C )arges, withholdings and liabilities being hereinafter referred to as “Taxes “). If the Borrower shall be required by law
o deduct any Taxes from or in respect of any sum payable hereunder or under any other Loan Document to any Lender or
any Agent, (i) the sum payable shall be increased as necessary so that after making all such required deductions (including
deductions applicable to additional sums payable under this Section 2.17(a)) such Lender or Agent (as the case may be)
receives an amount equal to the sum it would have received had no such deductions been made, (ii) the Borrower shall
make such deductions, (iii) the Borrower shall pay the frill amount deducted to the relevant taxation authority or other
authority in accordance with applicable law and (iv) the Borrower shall furnish to the Administrative Agent, for delivery
to such Lender, the original or a certified copy of a receipt evidencing payment thereof.

(b) Other Taxes. In addition, the Borrower agrees to pay any and all present or future stamp or court
or documentary taxes and any other excise or property taxes, or similar charges or levies, which arise from any payment
made pursuant to this Agreement, any Note or any other Loan Document or from the execution, delivery, perfonnance,
registration or enforcement of, or otherwise with respect to, this Agreement, any Note or any other Loan Document
(collectively, “ Other Taxes “).

(c) Indemnification. The Borrower agrees to indemnify each Lender and each Agent for the full
amount of Taxes and Other Taxes (including, without limitation, any Taxes or Other Taxes imposed or asserted by any
jurisdiction on amotmnts payable under this Section 2.17(c)), whether or not correctly or legally asserted, paid by stich
Lender or Agent (as the case may be) and any liability (incltiding penalties, interest and expenses) arising therefrom or
with respect thereto as certified in good faith to the Borrower by each Lender or Agent seeking indemnification pursuant
to this Section 2.17(c). This indenmification shall be paid within 15 days after such Lender or Agent (as the case may be)
makes demand therefor.

(d) Refunds or Credits. If a Lender or Agent receives a refund, credit or other reduction from a
taxation authority for any Taxes or Other Taxes for which it has been indemnified by the Borrower or with respect to

hich the Borrower has paid additional amounts pursuant to this Section 2.17, it shall within fifteen (15) days from the
ate of such receipt pay over the amount of such refund, credit or other reduction to the Borrower (but only to the extent

of indemnity payments made or additional amounts paid by the Borrower tinder this Section 2.17 with respect to the
Taxes or Other Taxes giving rise to such refund, credit or other reduction). net of all reasonable out-of-pocket expenses of
such Lender or Agent (as the case may be) and without interest (other than interest paid by the relevant taxation authority



with respect to such refund, credit or other reduction); provided, however, that the Borrower agrees to
repay, upon the request of such Lender or Agent (as the case may be), the amount paid over to the Borrower (plus
penalties, interest or other charges) to such Lender or Agent in the event such Lender or Agent is required to repay such
refund or credit to such taxation authority.

(e) Tax Forms and Certificates. On or before the date it becomes a party to this Agreement, from
time to time thereafter if reasonably requested by the Borrower or the Administrative Agent, and at any time it changes its
Applicable Lending Office: (i) each Lender that is a “United States person” within the meaning of Section 7701(a)(30) of
the Internal Revenue Code shall deliver to the Borrower and the Administrative Agent two (2) properly completed and
duly executed copies of Internal Revenue Service Form W-9, or any successor form prescribed by the Internal Revenue
Service, or such other documentation or information prescribed by applicable law or reasonably requested by the
Borrower or the Administrative Agent, as the case may be, certifying that such Lender is a United States person and is
entitled to an exemption from United States backup withholding tax or information reporting requirements; and (ii) each
Lender that is not a “United States person” within the meaning of Section 7701(a)(30) of the Internal Revenue Code (a”
Non-U.S. Lender “) shall deliver to the Borrower and the Administrative Agent: (A) two (2) properly completed and duly
executed copies of Internal Revenue Service Form W-$ BEN, or any successor fonn prescribed by the Internal Revenue
Service, certifying that such Non-U.S. Lender is entitled to the benefits under an income tax treaty to which the United
States is a party which exempts the Non-U.S. Lender from United States withholding tax or reduces the rate of
withholding tax on payments of interest for the account of such Non-U.S. Lender; (B) two (2) properly completed and
duly executed copies of Internal Revenue Service Fonn W-$ ECI, or any successor fonn prescribed by the Internal
Revenue Service, certifying that the income receivable pursuant to this Agreement and the other Loan Documents is
effectively connected with the conduct of a trade or business in the United States; or (C) two (2) properly completed and
duly executed copies of Internal Revenue Service Form W-8 BEN, or any successor fonn prescribed by the Internal
Revenue Service, together with a certificate to the effect that (x) such Non-U.S. Lender is not (1) a “bank” within the
meaning of Section 8$l(c)(3)(A) of the Internal Revenue Code, (2) a “10-percent shareholder” of the Borrower within the
meaning of Section $7l(h)(3)(B) of the Internal Revenue Code, or (3) a “controlled foreign corporation” that is described
in Section $81(c)(3)(C) of the Internal Revenue Code and is related to the Borrower within the meaning of Section 864(d)
(4) of the Internal Revenue Code and (y) the interest payments in qtiestion are not effectively connected with a U.S. trade
or business conducted by such Non-U.S. Lender or are effectively connected but are not includible in the Non-U.S.

nder’s gross income for United States federal income tax purposes under an income tax treaty to which the United
states is a party; or (D) to the extent the Non-U.S. Lender is not the beneficial owner, two (2) properly completed and
dttly executed copies of Internal Revenue Service Form W-8 IIVIY, or any successor fonn prescribed by the Internal
Revenue Service, accompanied by an Internal Revenue Service Form W-$ ECI, W-8 BEN, W-9, andlor other certification
documents from each beneficial owner, as applicable. If a payment made to a Lender under any Loan Document wotild
be subject to U.S. Federal withholding tax imposed by FATCA if such Lender fails to comply with the applicable
reporting requirements of FATCA (including those contained in Section 1471(b) or 1472(b) of the Internal Revenue
Code, as applicable), such Lender shall deliver to the Borrower and the Administrative Agent at the time or times
prescribed by law and at stich time or times reasonably requested by the Borrower or the Administrative Agent such
documentation prescribed by applicable law (including as prescribed by Section 147 1(b)(3)(C)(i) of the Internal Revenue
Code) and such additional documentation reasonably reqtiested by the Borrower or the Administrative Agent as may be
necessary for the Borrower and the Administrative Agent to comply with their obligations under FATCA and to
determine that such Lender has complied with such Lender’s obligations under FATCA or to detennine the amount to
deduct and withhold from such payment. Solely for purposes of this clause (e), “FATCA” shall include any amendments
made to FATCA after the date of this Agreement. In addition, each Lender agrees that from time to time after the
Effective Date, when a lapse in time or change in circumstances renders the previotis certification obsolete or inaccurate
in any material respect, it will deliver to the Borrower and the Administrative Agent two new accurate and complete
signed originals of Internal Revenue Service Form W-9, W-$ BEN, W-8 ECI or W-8 IMY or FATCA-related
documentation described above, or successor forms, as the case may be, and such other forms as may be required in order
to confrnu or establish the entitlement of such Lender to a continued exemption from or reduction in United States
withholding tax with respect to payments under this Agreement and any other Loan Document, or it shall immediately
notify the Borrower and the Administrative Agent of its inability to deliver any such Form or certificate.

(f’) Exclusions. The Borrower shall not be required to indemnify any Non-U.S. Lender, or to pay any
çlditional amount to any Non-U.S. Lender, pursuant to Section 2.17(a) , (b) or (c) in respect of Taxes or Other Taxes to

extent that the obligation to indemnify or pay such additional amounts would not have arisen but for the failure of
such Non-U.S. Lender to comply with the provisions of subsection (e) above.

(g) Mitigation . If the Borrower is required to pay additional amounts to or for the account of any



Lender pursuant to this Section 2.17, then such Lender will use reasonable efforts (which shall include
efforts to rebook the Revolving Loans held by such Lender to a new Applicable Lending Office, or through another
branch or affiliate of such Lender) to change the jurisdiction of its Applicable Lending Office if, in the good faith
udgrnent of such Lender, such efforts (i) will eliminate or, if it is not possible to eliminate, reduce to the greatest extent

ssible any such additional payment which may thereafter accrue and (ii) is not otherwise disadvantageous, in the sole
.3eterlnination of such Lender, to such Lender. Any Lender claiming any indemnity payment or additional amounts
payable pursuant to this Section shall use reasonable efforts (consistent with legal and regulatory restrictions) to deliver to
Borrower any certificate or document reasonably requested in writing by the Borrower or to change the jurisdiction of its
Applicable Lending Office if the making of such a filing or change would avoid the need for or reduce the amount of any
such indemnity payment or additional amounts that may thereafter accrue and would not, in the sole determination of
such Lender, be otherwise disadvantageous to such Lender.

(h) Confidentiality. Nothing contained in this Section shall require any Lender or any Agent to make
available any of its tax returns (or any other information that it deems to be confidential or proprietary).

Section 2.18. Base Rate Loans Substituted for Affected Euro-Dollar Loans. If(a) the obligation of any Lender
to make or maintain, or to convert outstanding Loans to, Euro-Dollar Loans has been suspended pursuant to Section 2.15
or (b) any Lender has demanded compensation under Section 2.16(a) with respect to its Euro-Dollar Loans and, in any
such case, the Borrower shall, by at least four Business Days’ prior notice to such Lender through the Administrative
Agent, have elected that the provisions of this Section shall apply to such Lender, then, unless and until such Lender
notifies the Borrower that the circumstances giving rise to such suspension or demand for compensation no longer apply:

(1) all Loans which wotild otherwise be made by such Lender as (or contintied as or
converted into) Euro-Dollar Loans shall instead be Base Rate Loans (on which interest and principal shall be
payable contemporaneously with the related Euro-Dollar Loans of the other Lenders); and

(ii) after each of its Euro-Dollar Loans has been repaid, all payments of principal that
would otherwise be applied to repay such Loans shall instead be applied to repay its Base Rate Loans.

‘f such Lender notifies the Borrower that the circumstances giving rise to such notice no longer apply, the principal
mount of each such Base Rate Loan shall be converted into a Euro-Dollar Loan on the first day of the next succeeding

Interest Period applicable to the related Euro-Dollar Loans of the other Lenders.

Section 2.19. Increases to the Commitment

(a) Sttbject to the terms and conditions of this Agreement, the Borrower may, during the Availability
Period by delivering to the Administrative Agent and the Lenders a Notice of Revolving Increase in the form of Exhibit
E, request increases to the Lenders’ Commitments (each such request, an “ Optional Increase “); provided that: (i) the
Borrower may not request any increase to the Commitments after the occurrence and during the continuance of a Default;
(ii) each Optional Increase shall be in a minimum amount of $50,000,000 and (iii) the aggregate amount of all Optional
Increases shall be no more than $500,000,000.

(b) Each Lender may, but shall not be obligated to, participate in any Optional Increase, subject to the
approval of the Issuing Lenders and the Swingline Lender (such approval not to be unreasonably withheld), and the
decision of any Lender to commit to an Optional Increase shall be at such Lender’s sole discretion and shall be made in
writing. The Borrower may, at its own expense, solicit additional Commitments from third party fmancial institutions
reasonably acceptable to the Administrative Agent, the Swingline Lender and the Issuing Lender. Any such financial
institution (if not already a Lender hereunder) shall become a party to this Agreement as a Lender, pursuant to a joinder
agreement in form and substance reasonably satisfactory to the Administrative Agent and the Borrower.

(c) As a condition precedent to the Optional Increase, the Borrower shall deliver to the Administrative
Agent a certificate of the Borrower dated the effective date of the Optional Increase, signed by a Responsible Officer of
the Borrower, certifying that: (i) the resolutions adopted by the Borrower approving or consenting to such Optional
Increase are attached thereto and such resolutions are true and correct and have not been altered, amended or repealed and
‘re in full force and effect and (ii) before and after giving effect to the Optional Increase, (A) the representations and

arranties contained in Article V and the other Loan Documents are trtie and correct in all material respects on and as of
the effective date of the Optional Increase, except to the extent that such representations and warranties specifically refer
to an earlier date, in which case they are true and correct as of such earlier date, and (B) that no Default exists, is
continuing, or would result from the Optional Increase.



(d) The Revolving Outstandings will be reallocated by the Administrative Agent on the effective date
of any Optional Increase among the Lenders in accordance with their revised Commitment Ratios, and the Borrower
hereby agrees to pay any and all costs (if any) required pursuant to Section 2.12 incurred by any Lender in connection

th the exercise of the Optional Increase.

Section 2.20. Defaulting Lenders

(a) Notwithstanding any provision of this Agreement to the contrary, if any Lender becomes a
Defaulting Lender, then the following provisions shall apply for so long as such Lender is a Defaulting Lender:

(1) fees shall cease to accrue on the unfunded portion of the Commitment of such
Defaulting Lender pursuant to Section 2.07(a);

(ii) with respect to any Letter of Credit Liabilities or Swingline Exposure of such
Defaulting Lender that exists at the time a Lender becomes a Defaulting Lender or thereafter:

(A) all or any part of such Defaulting Lender’s Letter of Credit
Liabilities and its Swingline Exposure shall be reallocated among the Non-Defaulting Lenders in
accordance with their respective Commitment Ratios (calculated without regard to such Defaulting
Lender’s Commitment) but only to the extent that (x) the conditions set forth in Section 4.02 are
satisfied at such time and (y) such reallocation does not cause the Revolving Outstandings of any
Non-Defaulting Lender to exceed such Non-Defaulting Lender’s Commitment;

(B) if the reallocation described in clatise (ii)(A) above cannot, or
can only partially, be effected, each Issuing Lender and the Swingline Lender, in its discretion may
reqtlire the Borrower to (i) reimburse all amounts paid by an Issuing Lender upon any drawing
under a Letter of Credit, (ii) repay an outstanding Swingline Loan, andlor (iii) cash collateralize (in
accordance with Section 2.09(a)(ii)) all obligations of such Defaulting Lender in respect of
outstanding Letters of Credit and Swingline Loans, in each case, in an amount at least equal to the
aggregate amount of the obligations (contingent or otherwise) of such Defaulting Lender in respect
of such Letters of Credit or Swingline Loans (after giving effect to any partial reallocation pursuant
to Section 2.20(a)(ii)(A) above);

(iii) if the Borrower cash collateralizes any portion of such Defaulting Lender’s pursuant
to Section 2.20(a)(ii)(B) then the Borrower shall not be required to pay any fees to such Defaulting Lender
pursuant to Section 2.07(b) with respect to such Defaulting Lender’s Letter of Credit Liabilities during the period
such Defaulting Lender’s Letter of Credit Liabilities are cash collateralized;

(iv) if the Letter of Credit Liabilities and/or Swingline Exposure of the Non-Defaulting
Lenders is reallocated pursuant to Section 2.20(a)(ii)(A) above, then the fees payable to the Lenders pursuant to
Section 2.07(a) and Section 2.07(b) shall be adjusted in accordance with such Non-Defaulting Lenders’
Commitment Ratios (calculated without regard to such Defaulting Lender’s Commitment); and

(v) if any Defaulting Lender’s Letter of Credit Liabilities andlor Swingline Exposure is
neither reimbursed, repaid, cash collateralized nor reallocated pursuant to this Section 2.20(a)(ii), then, without
prejudice to any rights or remedies of the Issuing Lenders, the Swingline Lender or any other Lender hereunder,
all fees that otherwise would have been payable to such Defaulting Lender (solely with respect to the portion of
such Defaulting Lender’s Commitment that was utilized by such Letter of Credit Liabilities andlor Swingline
Exposure) and letter of credit fees payable under Section 2.07(b) with respect to such Defaulting Lender’s Letter
of Credit Liabilities shall be payable to the Issuing Lenders and the Swingline Lender, pro rata, until such Letter of
Credit Liabilities andlor Swüigline Exposure is cash collateralized, reallocated andlor repaid in full.

(b) So long as any Lender is a Defaulting Lender, (1) no Issuing Lender shall be required to issue,
amend or increase any Letter of Credit, unless it is satisfied that the related exposure will be 100% covered by the

ommitments of the Non-Defaulting Lenders and/or cash collateral will be provided by the Borrower in accordance with
ection 2.20(a), and participating interests in any such newly issued or increased Letter of Credit shall be allocated among

Non-Defaulting Lenders in a maimer consistent with Section 3.05 (and Defaulting Lenders shall not participate therein)
and (ii) the Swingline Lender shall not be required to advance any Swingline Loan, tinless it is satisfied that the related



exposure will be 100% covered by the Commitments of the Non-Defaulting Lenders.

ARTICLE III
LETTERS Of CREDIT

Section 3.01. Issuing Lenders. Subject to the terms and conditions hereof, the Borrower may from time to time
identify and arrange for one or more of the Lenders (in addition to the JLA Issuing Banks) to act as Issuing Lenders
hereunder. Any such designation by the Borrower shall be notified to the Administrative Agent at least four Business
Days prior to the first date upon which the Borrower proposes that such Issuing Lender issue its first Letter of Credit, so
as to provide adequate time for such proposed Issuing Lender to be approved by the Administrative Agent hereunder
(such approval not to be unreasonably withheld). Within two Business Days following the receipt of any such
designation of a proposed Issuing Lender, the Administrative Agent shall notify the Borrower as to whether such designee
is acceptable to the Administrative Agent. Nothing contained herein shall be deemed to require any Lender (other than a
JLA Issuing Bank) to agree to act as an Issuing Lender, if it does not so desire.

Section 3.02. Letters of Credit.

(a) Existing Letters of Credit. On the Effective Date, each Issuing Lender under the Existing Credit
Agreement (as defmed therein) that has issued an Existing Letter of Credit shall be deemed, without further action by any
party to this Agreement, to have issued such Existing Letter of Credit under this Agreement pursuant to the tenns and
sttbject to the conditions of this Article Ill; provided , that immediately after each Letter of Credit is deemed to have been
issued, the aggregate Revolving Outstandings shall not exceed the aggregate amount of the Commitments.

(b) Additional Letters of Credit. Each Issuing Lender agrees, on the terms and conditions set forth in
this Agreement, to issue Letters of Credit from time to time before the fifth day prior to the Tenuination Date, for the
account, and upon the request, of the Borrower and in support of such obligations of the Borrower or any Affiliate of the
Borrower (other than PPL Electric Utilities Corporation) that are reasonably acceptable to such Issuing Lender; provided,
that immediately after each Letter of Credit is issued, (A) the aggregate Revolving Outstandings shall not exceed the
aggregate amount of the Commitments and (B) the aggregate fronting exposure of any Issuing Lender shall not exceed its

(onting Sublimit.

Section 3.03. Method of Issuance of Additional Letters of Credit. The Borrower shall give an Issuing Lender
notice substantially in the form of Exhibit A-3 to this Agreement (a “Letter of Credit Request “) of the reqttested issuance
or extension of an Additional Letter of Credit prior to 1:00 P.M. (Charlotte, North Carolina time) on the proposed date of
the issuance or extension of Additional Letters of Credit (which shall be a Business Day) (or such shorter period as may
be agreed by such Issuing Lender in any particular instance), specifying the date such Letter of Credit is to be issued or
extended and describing the terms of such Letter of Credit and the nature of the transactions to be supported thereby. The
extension or renewal of any Letter of Credit shall be deemed to be an issuance of such Letter of Credit, and if any Letter
of Credit contains a provision purstiant to which it is deemed to be extended unless notice of termination is given by an
Issuing Lender, such Issuing Lender shall timely give such notice of termination tmnless it has theretofore timely received
a Letter of Credit Request and the other conditions to issuance of a Letter of Credit have theretofore been met with respect
to such extension. No Letter of Credit shall have a term of more than one year, provided that no Letter of Credit shall
have a term extending or be so extendible beyond the fifth Business Day before the Termination Date.

Section 3.04. Conditions to Issuance of Letters of Credit. The issuance by an Issuing Lender of each
Additional Letter of Credit shall, in addition to the conditions precedent set forth in Article IV, be subject to the
conditions precedent that (1) such Letter of Credit shall be satisfactory in fonu and substance to such Issuing Lender, (ii)
the Borrower and, if applicable, any such Affiliate of the Borrower, shall have executed and delivered such other
instruments and agreements relating to such Letter of Credit as such Issuing Lender shall have reasonably requested and
(iii) such Issuing Lender shall have confirmed on the date of (and after giving effect to) such issuance that (A) the
aggregate Revolving Outstandings will not exceed the aggregate amount of the Commitments and (B) the aggregate
fronting exposure of any Issuing Lender shall not exceed the fronting Sublimit. Notwithstanding any other provision of
this Section 3.04, no Issuing Lender shall be under any obligation to issue any Additional Letter of Credit if: any order,
judgment or decree of any governmental authority shall by its terms purport to enjoin or restrain such Issuing Lender from( suing such Additional Letter of Credit, or any requirement of law applicable to such Issuing Lender or any request or
rective (whether or not having the force of law) from any governmental authority with jurisdiction over such Issuing
Lender shall prohibit, or request that such Issuing Lender refrain from, the issuance of letters of credit generally or such
Additional Letter of Credit in particular or shall impose upon such Issuing Lender with respect to such Additional Letter
of Credit any restriction, reserve or capital requirement (for which such Issuing Lender is not otherwise compensated



hereunder) not in effect on the Effective Date, or shall impose upon such Issuing Lender any unreimbursed loss,
cost or expense which was not applicable on the Effective Date and which such Issuing Lender in good faith deems
material to it.

(h
Section 3.05. Purchase and Sale of Letter of Credit Participations. Upon the issuance by an Issuing Lender of

etter of Credit, such Issuing Lender shall be deemed, without further action by any party hereto, to have sold to each
Lender, and each Lender shall be deemed, without further action by any party hereto, to have purchased from such Issuing
Lender, without recourse or warranty, an undivided participation interest in such Letter of Credit and the related Letter of
Credit Liabilities in accordance with its respective Conunitment Ratio (although the Fronting Fee payable under Section
2.07(b) shall be payable directly to the Administrative Agent for the account of the applicable Issuing Lender, and the
Lenders (other than such Is suing Lender) shall have no right to receive any portion of any such Fronting Fee) and any
security therefor or guaranty pertaining thereto.

Section 3.06. Drawings tinder Letters of Credit. Upon receipt from the beneficiary of any Letter of Credit of
any notice of a drawing under such Letter of Credit, the applicable Issuing Lender shall determine in accordance with the
terms of such Letter of Credit whether such drawing should be honored. If such Issuing Lender determines that any such
drawing shall be honored, such Issuing Lender shall make available to such beneficiary in accordance with the terms of
stich Letter of Credit the amount of the drawing and shall notify the Borrower as to the amount to be paid as a result of
such drawing and the payment date.

Section 3.07. Reimbursement Obligations. The Borrower shall be irrevocably and unconditionally obligated
forthwith to reimburse the applicable Issuing Lender for any amounts paid by such Issuing Lender upon any drawing
under any Letter of Credit, together with any and all reasonable charges and expenses which such Issuing Lender may pay
or incur relative to such drawing and interest on the amount drawn at the rate applicable to Base Rate Loans for each day
from and including the date such amount is drawn to but exclttding the date such reimbursement payment is due and
payable. Stich reimbursement payment shall be due and payable (i) at or before 1:00 P.M. (Charlotte, North Carolina
time) on the date the applicable Issuing Lender notifies the Borrower of such drawing, if such notice is given at or before
10:00 A.M. (Charlotte, North Carolina time) on such date or (ii) at or before 10:00 A.M. (Charlotte, North Carolina time)
on the next succeeding Business Day; provided, that no payment otherwise required by this sentence to be made by the, prrower at or before 1:00 P.M. (Charlotte, North Carolina time) on any day shall be overdue hereunder if arrangements
-xór such payment satisfactory to the applicable Issuing Lender, in its reasonable discretion, shall have been made by the
Borrower at or before 1:00 P.M. (Charlotte, North Carolina time) on stich day and such payment is actually made at or
before 3:00 P.M. (Charlotte, North Carolina time) on such day. In addition, the Borrower agrees to pay to the applicable
Issuing Lender interest, payable on demand, on any and all amounts not paid by the Borrower to stich Issuing Lender
when due under this Section 3.07, for each day from and including the date when such amount becomes dtie to but
excluding the date such amount is paid in full, whether before or after judgment, at a rate per anntun equal to the sum of
2% plus the rate applicable to Base Rate Loans for stich day. Each payment to be made by the Borrower pursuant to this
Section 3.07 shall be made to the applicable Issuing Lender in Federal or other funds immediately available to it at its
address referred to Section 9.01.

Section 3.0$. Dttties of Issuing Lenders to Lenders; Reliance. In determining whether to pay tinder any Letter
of Credit, the relevant Issuing Lender shall not have any obligation relative to the Lenders participating in such Letter of
Credit or the related Letter of Credit Liabilities other than to determine that any document or documents required to be
delivered tinder such Letter of Credit have been delivered and that they substantially comply on their face with the
reqttirements of such Letter of Credit. Any action taken or omitted to be taken by an Isstting Lender under or in
connection with any Letter of Credit shall not create for such Issuing Lender any resulting liability if taken or omitted in
the absence of gross negligence or willful misconduct. Each Issuing Lender shall be entitled (btmt not obligated) to rely,
and shall be hilly protected in relying, on the representation and warranty by the Borrower set forth in the last sentence of
Section 4.02 to establish whether the conditions specified in clauses (b) and (c) of Section 4.02 are met in connection with
any issuance or extension of a Letter of Credit. Each Issuing Lender shall be entitled to rely, and shall be fully protected
in relying, upon advice and statements of legal counsel, independent accountants and other experts selected by such
Issuing Lender and tipon any Letter of Credit, draft, writing, resolution, notice, consent, certificate, affidavit, letter,
cablegram, telegram, telecopier, telex or teletype message, statement, order or other document believed by it in good faith
to be genuine and correct and to have been signed, sent or made by the proper Person or Persons, and may accept

ctmments that appear on their face to be in order, without responsibility for further investigation, regardless of any notice
or information to the contrary tmnless the beneficiary and the Borrower shall have notified such Issuing Lender that such
documents do not comply with the terms and conditions of the Letter of Credit. Each Issuing Lender shall be hilly
justified in refusing to take any action requested of it tinder this Section in respect of any Letter of Credit tinless it shall



first have received such advice or concurrence of the Required Lenders as it reasonably deems appropriate or it
shall first be indemnified to its reasonable satisfaction by the Lenders against any and all liability and expense which may
be incurred by it by reason of taking or continuing to take, or omitting or continuing to omit, any such
action. Notwithstanding any other provision of this Section, each Issuing Lender shall in all cases be fully protected in

ting, or in refraining from acting, under this Section in respect of any Letter of Credit in accordance with a request of
ie Required Lenders, and such request and any action taken or failure to act pursuant hereto shall be binding upon all
Lenders and all future holders ofparticipations in such Letter of Credit; provided, that this sentence shall not affect any
rights the Borrower may have against any Issuing Lender or the Lenders that make such request.

Section 3.09. Obligations of Lenders to Reimburse Issuing Lender for Unpaid Drawings. If any Issuing
Lender makes any payment under any Letter of Credit and the Borrower shall not have reimbursed such amount in full to
such Issuing Lender pursuant to Section 3.07, such Issuing Lender shall promptly notify the Administrative Agent, and
the Administrative Agent shall promptly notify each Lender (other than the relevant Issuing Lender), and each such
Lender shall promptly and unconditionally pay to the Administrative Agent, for the account of stich Isstiing Lender, such
Lender’s share of such payment (determined in accordance with its respective Coimnitment Ratio) in Dollars in Federal
or other immediately available funds, the aggregate of such payments relating to each unreimbursed amount being
referred to herein as a “Mandatory Letter of Credit Borrowing “; provided, however, that no Lender shall be obligated to
pay to the Administrative Agent its pro rata share of such unreimbursed amount for any wrongful payment made by the
relevant Issuing Lender under a Letter of Credit as a result of acts or omissions constituting willful misconduct or gross
negligence by such Issuing Lender. If the Administrative Agent so notifies a Lender prior to 11:00 A.M. (Charlotte,
North Carolina time) on any Business Day, such Lender shall make available to the Administrative Agent at its address
referred to in Section 9.01 and for the account of the relevant Issuing Lender such Lender’s pro rata share of the amount
of such payment by 3:00 P.M. (Charlotte, North Carolina time) on the Business Day following such Lender’s receipt of
notice from the Administrative Agent, together with interest on such amount for each day from and incltiding the date of
such drawing to but excluding the day such payment is due from such Lender at the Federal Funds Rate for such day
(which funds the Administrative Agent shall promptly remit to such Issuing Lender). The failure of any Lender to make
available to the Administrative Agent for the account of an Isstting Lender its pro rata share of any unreimbursed drawing
under any Letter of Credit shall not relieve any other Lender of its obligation hereunder to make available to the
dministrative Agent for the account of such Issuing Lender its pro rata share of any payment made under any Letter of
)edit on the date required, as specified above, but no such Lender shall be responsible for the failure of any other Lender

to make available to the Administrative Agent for the account of such Issuing Lender such other Lender’s pro rata share
of any stich payment. Upon payment in full of all amounts payable by a Lender under this Section 3.09, such Lender
shall be subrogated to the rights of the relevant Isstming Lender against the Borrower to the extent of such Lender’s pro
rata share of the related Letter of Credit Liabilities (including interest accrued thereon). if any Lender fails to pay any
amount required to be paid by it pursuant to this Section 3.09 on the date on which such payment is due, interest shall
accrue on such Lender’s obligation to make such payment, for each day from and including the date such payment
became due to but excluding the date such Lender makes such payment, whether before or after judgment, at a rate per
ammumn equal to (i) for each day from the date such payment is due to the third succeeding Business Day, inclusive, the
Federal Funds Rate for such day as determined by the relevant Issuing Lender and (ii) for each day thereafter, the sum of
2% plus the rate applicable to its Base Rate Loans for such day. Any payment made by any Lender after 3:00 P.M.
(Charlotte, North Carolina time) on any Btmsiness Day shall be deemed for purposes of the preceding sentence to have
been made on the next succeeding Business Day.

Section 3.10. funds Received from the Borrower in Respect of Drawn Letters of Credit. ‘Whenever an Issuing
Lender receives a payment of a Reimbursement Obligation as to which the Administrative Agent has received for the
accotmnt of such Isstming Lender any payments from the other Lenders pursuant to Section 3.09 above, such Issuing Lender
shall pay the amount of stich payment to the Administrative Agent, and the Administrative Agent shall promptly pay to
each Lender which has paid its pro rata share thereof, in Dollars in Federal or other immuediately available funds, an
amount equal to stmch Lender’s pro rata share of the principal amount thereof and interest thereon for each day after
relevant date of payment at the Federal Funds Rate.

Section 3.11. Obligations in Respect of Letters of Credit Unconditional . The obligations of the Borrower
tinder Section 3.07 above shall be absolute, unconditional and irrevocable, and shall be performed strictly in accordance
with the terms of this Agreement, under all circumstances whatsoever, including, withottt limitation, the following

rcurnstances:

(a) any lack of validity or enforceability of this Agreement or any Letter of Credit or any document
related hereto or thereto;



(b) any amendment or waiver of or any consent to departure from all or any of the provisions of this
Agreement or any Letter of Credit or any document related hereto or thereto;

(c) the use which may be made of the Letter of Credit by, or any acts or omission of, a beneficiary of a
tter of Credit (or any Person for whom the beneficiary may be acting);

(d) the existence of any claim, set-off, defense or other rights that the Borrower may have at any time
against a beneficiary of a Letter of Credit (or any Person for whom the beneficiary may be acting), any Issuing Lender or
any other Person, whether in connection with this Agreement or any Letter of Credit or any document related hereto or
thereto or any unrelated transaction;

(e) any statement or any other document presented under a Letter of Credit proving to be forged,
fraudulent or invalid in any respect or any statement therein being untrue or inaccurate in any respect whatsoever;

(f) payment under a Letter of Credit against presentation to an Issuing Lender of a draft or certificate
that does not comply with the terms of such Letter of Credit; provided , that the relevant Issuing Lender’s determination
that documents presented under such Letter of Credit comply with the tenns thereof shall not have constituted gross
negligence or willftil misconduct of such Issuing Lender; or

(g) any other act or omission to act or delay of any kind by any Issuing Lender or any other Person or
any other event or circumstance whatsoever that might, but for the provisions of this subsection (g), constitute a legal or
equitable discharge of the Borrower’s obligations hereunder.

Nothing in this Section 3.11 is intended to limit the right of the Borrower to make a claim against any Issuing Lender for
damages as contemplated by the proviso to the first sentence of Section 3.12.

Section 3.12. Indemnification in Respect of Letters of Credit. The Borrower hereby indeinnifies and holds
harmless each Lender (including each Issuing Lender) and the Administrative Agent from and against any and all claims,
amages, losses, liabilities, costs or expenses which such Lender or the Administrative Agent may incur by reason of or in

)nnection with the failure of any other Lender to fulfill or comply with its obligations to such Issuing Lender hereunder
-ç6ut nothing herein contained shall affect any rights which the Borrower may have against such defaulting Lender), and
none of the Lenders (including any Issuing Lender) nor the Administrative Agent, their respective affiliates nor any of
their respective officers, directors, employees or agents shall be liable or responsible, by reason of or in connection with
the execution and delivery or transfer of or payment or failure to pay under any Letter of Credit, including, without
limitation, any of the circumstances enumerated in Section 3.11, as well as (i) any error, omission, intemtption or delay in
transmission or delivery of any messages, by mail, cable, telegraph, telex or otherwise, (ii) any error in interpretation of
technical terms, (iii) any loss or delay in the transmission of any document required in order to make a drawing under a
Letter of Credit, (iv) any consequences arising from causes beyond the control of such indemnitee, including without
limitation, any government acts, or (v) any other circumstances whatsoever in making or failing to make payment under
such Letter of Credit; provided, that the Borrower shall not be required to indemnify any Issuing Lender for any claims,
damages, losses, liabilities, costs or expenses, and the Borrower shall have a claim against such Issuing Lender for direct
(but not consequential) damages suffered by it, to the extent found by a court of competent jurisdiction in a final, non-
appealable judgment or order to have been cattsed by (i) the willful mniscondtuct or gross negligence of such Issuing
Lender in determining whether a request presented under any Letter of Credit issued by it complied with the tenns of such
Letter of Credit or (ii) such Issuing Lender’s failure to pay under any Letter of Credit issued by it after the presentation to
it of a request strictly complying with the terms and conditions of stich Letter of Credit. Nothing in this Section 3.12 is
intended to limit the obligations of the Borrower under any other provision of this Agreement.

Section 3.13. ISP98 . The rules of the ‘international Standby Practices 1998” as published by the International
Chamber of Commerce most recently at the time of issuance of any Letter of Credit shall apply to such Letter of Credit
unless otherwise expressly provided in such Letter of Credit.

ARTICLE IV. CONDITIONS

Section 4.01. Conditions to Closing. The obligation of each Lender to make a Loan or issue a Letter of Credit
on the occasion of the first Credit Event hereunder is subject to the satisfaction of the following conditions:

(a) This Agreement . The Administrative Agent shall have received counterparts hereof signed by



each of the parties hereto (or, in the case of any party as to which an executed counterpart shall not have
been received, receipt by the Administrative Agent in form satisfactory to it of telegraphic, telex, facsimile or other
written confirmation from such party of exectition of a counterpart hereof by such party) to be held in escrow and to be
delivered to the Borrower upon satisfaction of the other conditions set forth in this Section 4.01.

(b) Notes. On or prior to the Effective Date, the Administrative Agent shall have received a duly
executed Note for the account of each Lender requesting delivery of a Note pursuant to Section 2.05.

(c) Officers’ Certificates. The Administrative Agent shall have received a certificate dated the
Effective Date signed on behalf of the Borrower by the Chairman of the Board, the President, any Vice President, the
Treasurer or the Assistant Treasurer of the Borrower stating that (A) on the Effective Date and afier giving effect to the
Loans and Letters of Credit being made or issued on the Effective Date, no Default shall have occurred and be continuing
and (B) the representations and warranties of the Borrower contained in the Loan Documents are true and correct on and
as of the Effective Date, except to the extent that such representations and warranties specifically refer to an earlier date,
in which case they were true and correct as of such earlier date.

(d) Proceedings. On the Effective Date, the Administrative Agent shall have received (i) a certificate
of the Secretary of State of the State of Delaware, dated as of a recent date, as to the good standing of the Borrower and
(ii) a certificate of the Secretary or an Assistant Secretary of the Borrower dated the Effective Date and certifying (A) that
attached thereto is a true, correct and complete copy of(x) the Borrower’s certificate of formation certified by the
Secretary of State of the State of Delaware and (y) the limited liability company agreement of the Borrower, (B) as to the
absence of dissolution or liquidation proceedings by or against the Borrower, (C) that attached thereto is a true, correct
and complete copy of resolutions adopted by the managers of the Borrower authorizing the execution, delivery and
performance of the Loan Documents to which the Borrower is a party and each other document delivered in connection
herewith or therewith and that such resolutions have not been amended and are in full force and effect on the date of such
certificate and (D) as to the incumbency and specimen signatures of each officer of the Borrower executing the Loan
Documents to which the Borrower is a party or any other document delivered in connection herewith or therewith.

(e) Opinions of Counsel. On the Effective Date, the Administrative Agent shall have received from
4 çunsel to the Borrower, opinions addressed to the Administrative Agent and each Lender, dated the Effective Date,

Abstantially in the form of Exhibit D hereto.

(0 [Intentionally Omitted

(g) Consents. All necessary govermnental (domestic or foreign), regulatory and third party
approvals, if any, in connection with the transactions contemplated by this Agreement and the other Loan Documents
shall have been obtained and remain in full force and effect, in each case without any action being taken by any
competent atithority which could restrain or prevent such transaction or impose, in the reasonable judgment of the
Administrative Agent, materially adverse conditions upon the consummation of such transactions; provided , that any
such approvals with respect to elections by the Borrower to increase the Commitment as contemplated by Section 2.19
need not be obtained or provided until the Borrower makes any stich election.

(h) Payment of fees. All costs, fees and expenses dtie to the Administrative Agent, the Joint Lead
Arrangers and the Lenders accrued through the Effective Date (including Commitment Fees and Letter of Credit Fees)
shall have been paid in full.

(1) Counsel Fees. The Administrative Agent shall have received ftill payment from the Borrower of
the fees and expenses of Davis Polk & Wardwell LLP described in Section 9.03 which are billed through the Effective
Date and which have been invoiced one Business Day prior to the Effective Date.

(j) Amendment Fee . The Borrower shall have paid to the Administrative Agent for the account of
each Lender a non-refundable and fully earned fee (the “Amendment fee “) as set forth in the Fee Letter, on or before the
Effective Date.

Section

4.02. Conditions to All Credit Events. The obligation of any Lender to make any Loan, and the
)ligation of any Issuing Lender to issue (or renew or extend the term of) any Letter of Credit, is subject to the

‘atisfaction of the following conditions:

(a) receipt by the Administrative Agent of a Notice of Borrowing as required by Section 2.03, or



receipt by an Issuing Lender of a Letter of Credit Request as required by Section 3.03;

(b) the fact that, immediately before and after giving effect to such Credit Event, no Default shall have
occurred and be continuing; and

(c) the fact that the representations and warranties of the Borrower contained in this Agreement and
the other Loan Documents shall be true and correct on and as of the date of such Credit Event, except to the extent that
such representations and warranties specifically refer to an earlier date, in which case they were true and correct as of
such earlier date and except for the representations in Section 5.04(c),Section 5.06, Section 5.15 and Section 5.16, which
shall be deemed only to relate to the matters referred to therein on and as of the Effective Date.

Each Credit Event under this Agreement shall be deemed to be a representation and warranty by the Borrower on the date
of such Credit Event as to the facts specified in clauses (b) and (c) of this Section.

ARTICLE V
REPRESENTATIONS AND WARRANTIES

The Borrower represents and warrants that:

Section 5.01. Status. The Borrower is a limited liability company duly organized, validly existing and in good
standing under the laws of the State of Delaware and has the limited liability company atithority to make and perform this
Agreement and each other Loan Document to which it is a party.

Section 5.02. Authority: No Conflict. The execution, delivery and performance by the Borrower of this
Agreement and each other Loan Document to which it is a party have been duly authorized by all necessary limited
liability company action and do not violate (1) any provision of law or regulation, or any decree, order, writ or judgment,
(ii) any provision of its limited liability company agreement, or (iii) result in the breach of or constitute a default under
any indenture or other agreement or instrument to which the Borrower is a party; provided , that any exercise of the option
to increase the Coimnitment as contemplated in Section 2.19 may require further authorization of the Borrower’s Board of
Managers.

Section 5.03. Legality; Etc . This Agreement and each other Loan Document (other than the Notes) to which
the Borrower is a party constitute the legal, valid and binding obligations of the Borrower, and the Notes, when executed
and delivered in accordance with this Agreement, will constitute legal, valid and binding obligations of the Borrower, in
each case enforceable against the Borrower in accordance with their terms except to the extent limited by (a) bankruptcy,
insolvency, fraudulent conveyance or reorganization laws or by other similar laws relating to or affecting the
enforceability of creditors’ rights generally and by general equitable principles which may limit the right to obtain
equitable remedies regardless of whether enforcement is considered in a proceeding of law or eqtlity or (b) any applicable
public policy on enforceability of provisions relating to contribution and indenmification.

Section 5.04. Financial Condition.

(a) Audited Financial Statements. The consolidated balance sheet of the Borrower and its
Consolidated Subsidiaries as of December 31, 2011 and the related consolidated statements of income and cash flows for
the fiscal year then ended, reported on by Ernst & Yoting, LLP, copies of which have been delivered to each of the
Administrative Agent and the Lenders, fairly present, in conformity with GAAP, the consolidated fmancial position of the
Borrower and its Consolidated Subsidiaries as of such date and their consolidated results of operations and cash flows for
such fiscal year.

(b) Interim Financial Statements . The imaudited consolidated balance sheet of the Borrower and its
Consolidated Subsidiaries as of June 30, 2012 and the related unaudited consolidated statements of income and cash flows
for the six months then ended fairly present, in confonnity with GAAP applied on a basis consistent with the fmancial
statements referred to in subsection (a) of this Section, the consolidated fmancial position of the Borrower and its
Consolidated Stibsidiaries as of such date and their consolidated results of operations and cash flows for such six-month
oeriod (subject to normal year-end audit adjustments).

(c) Material Adverse Change. Since December 31, 2011 there has been no change in the business,
assets, frnancial condition or operations of the Borrower and its Consolidated Subsidiaries, considered as a whole, that
would materially and adversely affect the Borrower’s ability to perfonn any of its obligations tinder this Agreement, the



Notes or the other Loan Documents.

Section 5.05. Rights to Properties. The Borrower and its Restricted Subsidiaries have good and valid fee,
leasehold, easement or other right, title or interest in or to all the properties necessary to the conduct of their business as

7nducted on the Effective Date and as then proposed to be conducted, except to the extent the failure to have such rights
c interests wotild not have a Material Adverse Effect.

Section 5.06. Litigation. Except as disclosed in or contemplated by the Borrower’s Form 10-K Report to the
SEC for the year ended December 31, 2011 or in any subsequent Form 10-K, 10-Q or 8-K Report, no litigation,
arbitration or administrative proceeding against the Borrower is pending or, to the Borrower’s knowledge, threatened,
which would reasonably be expected to materially and adversely affect the ability of the Borrower to perfonn any of its
obligations under this Agreement, the Notes or the other Loan Documents. There is no litigation, arbitration or
administrative proceeding pending or, to the knowledge of the Borrower, threatened which questions the validity of this
Agreement or the other Loan Documents to which it is a party.

Section 5.07. No Violation. No part of the proceeds of the borrowings by hereunder will be used, directly or
indirectly by the Borrower for the purpose of purchasing or carrying any “margin stock” within the meaning of
Regulation U of the Board of Governors of the Federal Reserve System, or for any other purpose which violates, or which
conflicts with, the provisions of Regulations U or X of said Board of Governors. The Borrower is not engaged principally,
or as one of its important activities, in the business of extending credit for the purpose ofpurchasing or canying any such
“margin stock”.

Section 5.08. ERISA. Each member of the ERISA Group has fulfilled its obligations under the minimum
funding standards of EMSA and the Internal Revenue Code with respect to each Material Plan and is in compliance in all
material respects with the presently applicable provisions of ERISA and the Internal Revenue Code with respect to each
Material Plan. No member of the ERISA Group has (i) sought a waiver of the minimum funding standard under Section
412 of the Internal Revenue Code in respect of any Material Plan, (ii) failed to make any contribution or payment to any
Material Plan, or made any amendment to any Material Plan, which has resulted or could result in the imposition of a
Lien or the posting of a bond or other security under ERISA or the Internal Revenue Code or (iii) incurred any material

bility under Title TV of ERISA other than a liability to the PBGC for premiums under Section 4007 of ERISA.

Section 5.09. Govermuental Approvals. No authorization, consent or approval from any Governmental
Authority is required for the execution, delivery and performance by the Borrower of this Agreement, the Notes and the
other Loan Documents to which it is a party, except such authorizations, consents and approvals as shall have been
obtained prior to the Effective Date and shall be in full force and effect.

Section 5.10. Investment Company Act. The Borrower is not an “investment company” within the meaning of
the Investment Company Act of 1940, as amended.

Section 5.11. Restricted Subsidiaries, Etc . Set forth in Schedule 5.11 hereto is a complete and correct list as of
the Effective Date of the Restricted Subsidiaries of the Borrower, together with, for each such Subsidiary, the jurisdiction
of organization of such Subsidiary. Except as disclosed in Schedule 5.11 hereto, as of the Effective Date, each such
Subsidiary (i) is a Wholly Owned Subsidiary of the Borrower and (ii) is duly organized, validly existing and in good
standing under the laws of the jurisdiction of its organization and has all corporate or other organizational powers to carry
on its businesses.

Section 5.12. Tax Returns and Payments . The Borrower and each of its Restricted Subsidiaries has filed or
caused to be filed all federal, state, local and foreign income tax reairns required to have been filed by it and has paid or
caused to be paid all income taxes shown to be due on stich returns except income taxes that are being contested in good
faith by appropriate proceedings and for which the Borrower or its Restricted Subsidiaries, as the case may be, shall have
set aside on its books appropriate reserves with respect thereto in accordance with GAAP or that would not reasonably be
expected to have a Material Adverse Effect.

Section 5.13. Compliance with Laws . To the knowledge of the Borrower or any of its Restricted Subsidiaries,
Borrower and each of its Restricted Subsidiaries is in compliance with all applicable laws, regulations and orders of
Governmental Authority, domestic or foreign, in respect of the conduct of its business and the ownership of its

property (including, without limitation, compliance with all applicable ERISA and Environmental Laws and the
requirements of any permits issued tinder such Environmental Laws), except to the extent (a) such compliance is being
contested in good faith by appropriate proceedings or (b) non-compliance would not reasonably be expected to materially



and adversely affect its ability to perform any of its obligations under this Agreement, the Notes or any other Loan
Document to which it is a party.

Section 5.14. No Default. No Default has occurred and is continuing.

Section 5.15. Environmental Matters.

(a) Except (i) as disclosed in or contemplated by the Borrower’s Form 10-K Report to the SEC for the
year ended December 31, 2011 or in any subsequent form 10-K, 10-Q or 8-K Report, or (ii) to the extent that the
liabilities of the Borrower and its Subsidiaries, taken as a whole, that relate to or could reasonably be expected to result
from the matters referred to in clatises (i) through (iii) of this Section 5.15(a), inclusive, would not reasonably be expected
to result in a Material Adverse Effect:

(i) no notice, notification, citation, summons, complaint or order has been received by
the Borrower or any of its Subsidiaries, no penalty has been assessed nor is any investigation or review pending
or, to the Borrower’s or any of its Subsidiaries’ knowledge, threatened by any governmental or other entity with
respect to any (A) alleged violation by or liability of the Borrower or any of its Subsidiaries of or under any
Environmental Law, (B) alleged failure by the Borrower or any of its Subsidiaries to have any enviromnental
permit, certificate, license, approval, registration or authorization required in connection with the conduct of its
business or (C) generation, storage, treatment, disposal, transportation or release of Hazardous Substances;

(ii) to the Borrower’s or any of its Subsidiaries’ knowledge, no Hazardous Substance has
been released (and no written notification of such release has been filed) (whether or not in a reportable or
threshold planning quantity) at, on or under any property now or previously owned, leased or operated by the
Borrower or any of its Subsidiaries; and

(iii) no property now or previously owned, leased or operated by the Borrower or any of
its Subsidiaries or, to the Borrower’s or any of its Subsidiaries’ knowledge, any property to which the Borrower or
any of its Subsidiaries has, directly or indirectly, transported or arranged for the transportation of any Hazardous
Substances, is listed or, to the Borrower’s or any of its Stibsidiaries’ knowledge, proposed for listing, on the
National Priorities List promulgated pursuant to the Comprehensive Environmental Response, Compensation and
Liability Act of 1980, as amended (“ CERCLA “), on CERCLIS (as defrned in CERCLA) or on any similar
federal, state or foreign list of sites reqtiiring investigation or clean-up.

(b) Except as disclosed in or contemplated by the Borrower’s Form 10-K Report to the SEC for the
year ended December 31, 2011 or in any subsequent Form 10-K, 10-Q or 8-K Report, to the Borrower’s or any of its
Subsidiaries’ knowledge, there are no Environmental Liabilities that have resulted or could reasonably be expected to
result in a Material Adverse Effect.

(c) For purposes of this Section 5.15, the terms “the Borrower” and “Subsidiary” shall include any
business or business entity (incltiding a corporation) which is a predecessor, in whole or in part, of the Borrower or any of
its Subsidiaries from the time such business or business entity became a Subsidiary of PPL Corporation, a Pennsylvania
corporation.

Section 5.16. Guarantees. As of the Effective Date, except as set forth in Schedule 5.16 hereto, the Borrower
has no Guarantees of any Debt of any Foreign Subsidiary of the Borrower other than such Debt not in excess of
$25,000,000 in the aggregate.

Section 5.17. OFAC. None of the Borrower, any Subsidiary of the Borrower or any Affiliate of the Borrower:
(i) is a Sanctioned Person, (ii) has more than 10% of its assets in Sanctioned Entities, or (iii) derives more than 10% of its
operating income from investments in, or transactions with Sanctioned Persons or Sanctioned Entities. The proceeds of
any Loan will not be used and have not been used to fund any operations in, finance any investments or activities in, or
make any payments to, a Sanctioned Person or a Sanctioned Entity.

ARTICLE VI
COVENANTS

The Borrower agrees that so long as any Lender has any Commitment hereunder or any amount payable
hereunder or tinder any Note or other Loan Document remains unpaid or any Letter of Credit Liability remains
outstanding:



Section 6.01. Information. The Borrower will deliver or cattse to be delivered to each of the Lenders (it being
understood that the posting of the information required in clauses (a), (b) and (f) of this Section 6.01 on the Borrower’s
website (http://www.pplweb.com) or making such information available on IntraLinks, Syndtrak (or similar service) shall

deemed to be effective delivery to the Lenders):

(a) Annual Financial Statements . Promptly when available and in any event within ten (10) days
after the date such information is required to be delivered to the SEC, a consolidated balance sheet of the Borrower and its
Consolidated Subsidiaries as of the end of such fiscal year and the related consolidated statements of income and cash
flows for such fiscal year and accompanied by an opinion thereon by independent public accountants of recognized
national standing, which opinion shall state that such consolidated fmancial statements present fairly the consolidated
financial position of the Borrower and its Consolidated Subsidiaries as of the date of such fmancial statements and the
results of their operations for the period covered by such fmancial statements in conformity with GAAP applied on a
consistent basis.

(b) Quarterly Financial Statements. Promptly when available and in any event within ten (10) days
after the date such information is required to be delivered to the SEC, a consolidated balance sheet of the Borrower and its
Consolidated Subsidiaries as of the end of such quarter and the related consolidated statements of income and cash flows
for such fiscal quarter, all certified (subject to normal year-end audit adjustments) as to fairness of presentation, GAAP
and consistency by any vice president, the treasurer or the controller of the Borrower.

(c) Officer’s Certificate. Simultaneously with the delivery of each set of fmancial statements referred
to in subsections (a) and (b) above, a certificate of the chief accounting officer or controller of the Borrower, (1) setting
forth in reasonable detail the calculations required to establish compliance with the requirements of Section 6.11 on the
date of such fmancial statements and (ii) stating whether there exists on the date of such certificate any Default and, if any
Default then exists, setting forth the details thereof and the action which the Borrower is taking or proposes to take with
respect thereto.

(d) Default. Forthwith upon acquiring knowledge of the occurrence of any (i) Default or (ii) Event of‘ efau1t, in either case a certificate of a vice president or the treasurer of the Borrower setting forth the details thereof and71e action which the Borrower is taking or proposes to take with respect thereto.

(e) Change in Borrower’s Ratings. Promptly, upon the chief exectitive officer, the president, any vice
president or any senior financial officer of the Borrower obtaining knowledge of any change in a Borrower’s Rating, a
notice of such Borrower’s Rating in effect after giving effect to sttch change.

(f) Securities Laws Filing. Promptly when available and in any event within ten (10) days after the
date such information is required to be delivered to the SEC, a copy of any form 10-K Report to the SEC and a copy of
any Form 10-Q Report to the SEC, and promptly upon the filing thereof, any other filings with the SEC.

(g) ERISA Matters. If and when any member of the ERISA Group: (i) gives or is required to give
notice to the PBGC of any “reportable event” (as defined in Section 4043 of ERISA) with respect to any Material Plan
which might constitute grounds for a termination of such Plan under Title IV ofERJSA, or knows that the plan
administrator of any Material Plan has given or is required to give notice of any such reportable event, a copy of the
notice of such reportable event given or required to be given to the PBGC; (ii) receives, with respect to any Material Plan
that is a Multiemployer Plan, notice of any complete or partial withdrawal liability under Title IV of ERISA, or notice that
any Multiemployer Plan is in reorganization, is insolvent or has been terminated, a copy of stich notice; (iii) receives
notice from the PBGC under Title IV of ERTSA of an intent to terminate, impose material liability (other than for
premiums tinder Section 4007 of ERISA) in respect of, or appoint a trustee to administer any Material Plan, a copy of
such notice; (iv) applies for a waiver of the minimum funding standard under Section 412 of the Internal Revenue Code
with respect to a Material Plan, a copy of such application; (v) gives notice of intent to terminate any Plan under Section
404 1(c) of ERISA, a copy of such notice and other information filed with the PBGC; (vi) gives notice of withdrawal from
any Plan pursuant to Section 4063 of ERISA; or (vii) fails to make any payment or contribtition to any Plan or makes any
amendment to any Plan which has resulted or could result in the imposition of a Lien or the posting of a bond or other
ecurity, a copy of such notice, a certificate of the chief accounting officer or controller of the Borrower setting forth

talls as to such occurrence and action, if any, which the Borrower or applicable member of the ERISA Group is
required or proposes to take.

(h) Other Information . From time to time such additional financial or other information regarding the



financial condition, results of operations, properties, assets or business of the Borrower or any of its
Subsidiaries as any Lender may reasonably request.

The Borrower hereby acknowledges that (a) the Administrative Agent will make available to the Lenders
each Issuing Lender materials and/or information provided by or on behalf of the Borrower hereunder (collectively,”

orrower Materials “) by posting the Borrower Materials on IntraLinics or another similar electronic system (the
Platform “) and (b) certain of the Lenders may be “public-side” Lenders (i.e., Lenders that do not wish to receive material
non-public information with respect to the Borrower or its securities) (each, a “ Public Lender “). The Borrower hereby
agrees that it will use commercially reasonable efforts to identiiv that portion of the Borrower Materials that may be
distributed to the Public Lenders and that (w) all such Borrower Materials shall be clearly and conspicuously marked
“PUBLIC” which, at a minimum, shall mean that the word “PUBLIC” shall appear prominently on the first page thereof;
(x) by marking Borrower Materials “PUBLIC,” the Borrower shall be deemed to have authorized the Administrative
Agent, the Issuing Lenders and the Lenders to treat such Borrower Materials as not containing any material non-public
information (although it may be sensitive and proprietary) with respect to the Borrower or its securities for purposes of
United States federal and state securities laws (provided , however , that to the extent such Borrower Materials constitute
Information (as defmed below), they shall be treated as set forth in Section 9.12); (y) all Borrower Materials marked
“PUBLIC” are permitted to be made available through a portion of the Platform designated “Public Investor;” and (z) the
Administrative Agent shall be entitled to treat any Borrower Materials that are not marked “PUBLIC” as being suitable
only for posting (subject to Section 9.12) on a portion of the Platfonu not designated “Public Investor.” “ liifonnation”
means all information received from the Borrower or any of its Subsidiaries relating to the Borrower or any of its
Subsidiaries or any of their respective businesses, other than any such information that is available to the Administrative
Agent, any Lender or any Issuing Lender on a nonconfidential basis prior to disclosure by the Borrower or any of its
Subsidiaries; provided that, in the case of information received from the Borrower or any of its Subsidiaries after the
Effective Date, such information is clearly identified at the time of delivery as confidential. Any Person required to
maintain the confidentiality of Information as provided in this Section shall be considered to have complied with its
obligation to do so if such Person has exercised the same degree of care to maintain the confidentiality of such
Infonnation as such Person would accord to its own confidential information.

Section 6.02. Maintenance of Property; Insurance.

(a) Maintenance of Properties. The Borrower will keep, and will cause each of its Restricted
Subsidiaries to keep, all property useful and necessary in their respective businesses in good working order and condition,
subject to ordinary wear and tear, unless the Borrower determines in good faith that the continued maintenance of any of
such properties is no longer economically desirable and so long as the failure to so maintain such properties would not
reasonably be expected to have a Material Adverse Effect.

(b) insurance. The Borrower will maintain, or cause to be maintained, insurance with financially
sound (determined in the reasonable judgment of the Borrower) and responsib]e companies in such amounts (and with
such risk retentions) and against such risks as is usually carried by owners of similar businesses and properties in the same
general areas in which the Borrower and its Restricted Subsidiaries operate.

Section 6.03. Conduct of Business and Maintenance of Existence . The Borrower will (i) continue, and will
cause each of its Restricted Subsidiaries to continue, to engage in businesses of the same general type as now conducted
by the Borrower and its Subsidiaries and businesses related thereto or arising out of such businesses, except to the extent
that the failure to maintain any existing business would not have a Material Adverse Effect and (ii) except as otherwise
permitted in Section 6.0$, preserve, renew and keep in full force and effect, and will cause each of its Subsidiaries to
preserve, renew and keep in full force and effect, their respective limited liability company (or other entity) existence and
their respective rights, privileges and franchises necessary or material to the normal conduct of business, except, in each
case, where the failure to do so could not reasonably be expected to have a Material Adverse Effect.

Section 6.04. Compliance with Laws, Etc . The Borrower will comply, and will cause each of its Restricted
Subsidiaries to comply, with all applicable laws, regulations and orders of any Governmental Authority, domestic or
foreign, in respect of the conduct of its business and the ownership of its property (including, without limitation,
compliance with all applicable ERISA and Enviromnental Laws and the requirements of any permits issued under such

t jivironmental Laws), except to the extent (a) such compliance is being contested in good faith by appropriate
“-_çfoceedings or (b) non-compliance could not reasonably be expected to have a Material Adverse Effect.

Section 6.05. Books and Records . The Borrower (i) will keep, and will cause each of its Restricted
Subsidiaries to keep, proper books of record and accotrnt in conformity with GAAP and (ii) will permit representatives of



the Administrative Agent and each of the Lenders to visit and inspect any of their respective properties, to
examine and make copies from any of their respective books and records and to discuss their respective affairs, fmances
and accounts with their officers, any employees and independent public accountants, all at such reasonable times and as
often as may reasonably be desired; provided, that, the rights created in this Section 6.05 to “visit”, “inspect”, “discuss”

d copy shall not extend to any matters which the Borrower deems, in good faith, to be confidential, unless the
drninistrative Agent and any such Lender agree in writing to keep such matters confidential.

Section 6.06. Use of Proceeds. The proceeds of the Loans made under this Agreement will be used by the
Borrower to repay loans tinder the Existing Credit Agreement on the Effective Date and for general corporate purposes of
the Borrower and its Affiliates, including for working capital purposes, and for making investments in or loans to
Affiliates. The Borrower will request the issuance of Letters of Credit solely for general corporate purposes of the
Borrower and its Affiliates. No such use of the proceeds for general corporate purposes will be, directly or indirectly, for
the purpose, whether iimuediate, incidental or ultimate, of buying or carrying any Margin Stock within the meaning of
Regulation U.

Section 6.07. Restriction on Liens . The Borrower will not, nor will it permit any of its Restricted Subsidiaries
to, create, incur, assume or suffer to exist any Lien upon or with respect to any property or assets of any kind (real or
personal, tangible or intangible) of the Borrower or any such Restricted Subsidiary (including, without limitation, their
Voting Stock), except;

(a) Liens for taxes, assessments or govermnental charges or levies not yet due or which are being
contested in good faith and by appropriate proceedings and for which adequate reserves in accordance with GAAP shall
have been set aside on its books;

(b) Liens imposed by law, sttch as carriers’, landlords’, warehousernen’s and mechanics’ Liens and
other similar Liens arising in the ordinary course of business which secure payment of obligations not more than 45 days
past due or which are being contested in good faith by appropriate proceedings and for which adequate reserves in
accordance with GAAP shall have been set aside on its books;

(N

(c) Liens arising out of pledges or deposits under worker’s compensation laws, unemployment
,lsurance, old age pensions, or other social security or retirement benefits, or similar legislation;

(d) easements (including, without limitation, reciprocal easement agreements and utility agreements),
rights-of-way, covenants, consents, reservations, encroachments, variances and other restrictions, charges or
encumbrances (whether or not recorded) affecting the use of real property;

(e) Liens existing on the Effective Date and described in Schedule 6.07 hereto;

(f) judgment Liens arising from judgments which secure payment of legal obligations that would not
constitute a Default under Section 7.01;

(g) any vendor’s Liens, purchase money Liens or any other Lien on any property or asset acquired by
the Borrower or any of its Restricted Subsidiaries after the Effective Date existing on any such property or asset at the
time of acquisition thereof (and not created in anticipation thereof); provided , that, in any such case no such Lien shall
extend to or cover any other asset of the Borrower or such Restricted Subsidiaries, as the case may be;

(h) Liens, deposits and/or similar arrangements to sectire the perfonnance of bids, tenders or contracts
(other than contracts for borrowed money), public or statutory obligations, surety and appeal bonds, performance bonds
and other obligations of a like nature incurred in the ordinary course of business by the Borrower or any of its Restricted
Subsidiaries, including Liens to secure obligations under agreements for or relating to the purchase and sale of any
commodity (including power purchase and sale agreements, any commodity hedge or derivative regardless of whether
any such transaction is a “financial” or “physical transaction”) provided , that, with respect to any Lien on electric
generating plants of any Restricted Subsidiary to secure obligations under agreements for or relating to the purchase and
sale of any commodity, the amount of the outstanding obligations secured by such Lien or Liens shall not, at any time, in
the aggregate, exceed $1.5 billion;

(i) Liens on assets of the Borrower and its Restricted Subsidiaries arising out of obligations or duties
to any municipality or public authority with respect to any franchise, grant, license, permit or certificate;

(j) rights reserved to or vested in any municipality or public authority to control or regulate any asset



of the Borrower or any of its Restricted Subsidiaries or to use such asset in a manner which does not
materially impair the use of sttch asset for the purposes for which it is held by the Borrower or any of its Restricted
Subsidiaries;

( (k) irregularities in or deficiencies of title to any asset which do not materially adversely affect the use
such property by the Borrower or any of its Restricted Subsidiaries in the normal course of its business;

(1) any Lien on any property or asset of any corporation or other entity existing at the time such
corporation or entity is acquired, merged or consolidated or amalgamated with or into the Borrower or any of its
Restricted Subsidiaries and not created in contemplation of such event;

(rn) any Lien on any asset securing Debt incurred or assumed for the purpose of fmancing all or any
part of the cost of acquiring, constructing or improving such asset; provided , that any such Lien attaches to sttch asset,
solely to extent of the value of the obligation secured by such Lien, concurrently with or within 180 days after the
acquisition, construction or improvement thereof:

(n) any Liens in connection with the issuance of tax-exempt industrial development or pollution
control bonds or other similar bonds isstied pursuant to Section 103(b) of the litemal Revenue Code of 1986, as amended,
to finance all or any part of the purchase price of or the cost of constructing, equipping or improving property;

(o) rights of lessees arising tinder leases entered into by the Borrower or any of its Restricted
Subsidiaries as lessor, in the ordinary course of business;

(p) any Liens on or reservations with respect to governmental and other licenses, permits, franchises,
consents and allowances; any Liens on patents, patent licenses and other patent rights, patent applications, trade names,
trademarks, copyrights, claims, credits, choses in action and other intangible property and general intangibles including,
btit not limited to, computer software;

(q) any Liens on automobiles, buses, trucks and other similar vehicles and movable equipment;

g
iparine equipment; airplanes, helicopters and other flight equipment; and parts, accessories and supplies used in

)mection with any of the foregoing;

(r) any Liens on furniture and furnishings; and computers and data processing, data storage, data
transmission, telecommunications and other facilities, equipment and apparatus, which, in any case, are used primarily for
administrative or clerical purposes:

(s) Liens securing letters of credit entered into in the ordinary course of business;

(t) Liens granted on the capital stock of Subsidiaries that are not Restricted Subsidiaries for the
purpose of securing the obligations of such Subsidiaries;

(u) Liens in addition to those permitted by clattses (a) through (t) on the property or assets of a Special
Purpose Sttbsidiary arising in connection with the Lower Mt. Bethel Lease Financing or the lease of such property or
assets through one or more other lease fmancings;

(v) Liens by any Wholly Owned Subsidiary of the Borrower or any Restricted Subsidiary for the
benefit of the Borrower or any such Restricted Subsidiary:

(w) Liens on property which is the subject of a Capital Lease Obligation designating the Borrower or
any of its Restricted Subsidiaries as lessee and all right, title and interest of the Borrower or any of its Restricted
Subsidiaries in and to such property and in, to and under such lease agreement, whether or not such lease agreement is
intended as a security; provided , that the aggregate fair market valtte of the obligations subject to such Liens shall not at
any time exceed $500,000,000;

(x) Liens on property which is the subject of one or more leases designating the Borrower or any of its
estricted Stibsidiaries as lessee and all right, title and interest of the Borrower or any of its Restricted Subsidiaries in and

such property and in, to and under any such lease agreement, whether or not any such lease agreement is intended as a
security;

(y) Liens arising out of the refinancing, extension, renewal or refunding of any Debt or other



obligation secured by any Lien permitted by clauses (a) through (x) of this Section; provided , that such
Debt or other obligation is not increased and is not secured by any additional assets;

(z) other Liens on assets or property of the Borrower or any of its Restricted Subsidiaries, so long as
e aggregate value of the obligations secured by such Liens does not exceed the greater of $250,000,000 or 15% of the
al consolidated assets of the Borrower and its Consolidated Subsidiaries as of the most recent fiscal quarter of the

Borrower for which fmancial statements are available.

(aa) Liens granted to the Administrative Agent pursuant to Sections 2.09(a)(ii) and 2.20(a)(ii)(B) on
cash collateral securing Letter of Credit Liabilities.

Section 6.0$. Merger or Consolidation. The Borrower will not merge with or into or consolidate with or into
any other corporation or entity, unless (1) immediately after giving effect thereto, no event shall occur and be continuing
which constitutes a Default, (ii) the surviving or resulting Person, as the case may be, assumes and agrees in writing to
pay and perform all of the obligations of the Borrower under this Agreement, (iii) substantially all of the consolidated
assets and consolidated revenues of the surviving or resulting Person, as the case may be, are anticipated to come from the
utility or energy businesses and (iv) the senior long-term debt ratings from both Rating Agencies of the surviving or
resulting Person, as the case may be, immediately following the merger or consolidation is equal to or greater than the
senior long-term debt ratings from both Rating Agencies of the Borrower immediately preceding the announcement of
such consolidation or merger. No Restricted Subsidiary will merge or consolidate with any other Person if such
Restricted Subsidiary is not the surviving or resulting Person, unless such other Person is (a) the Borrower or a successor
of the Borrower pennifted hereunder or (b) any other Person which is a Wholly Owned Restricted Subsidiary of the
Borrower or a successor of the Borrower permitted hereunder.

Section 6.09. Asset Sales . Except for the sale of assets required to be sold to conform with govermuental
requirements, the Borrower shall not, and shall not permit any of its Restricted Subsidiaries to, consummate any Asset
Sale, if the aggregate net book value of all stich Asset Sales consummated during the four calendar quarters immediately
preceding any date of determination would exceed 25% of the total assets of the Borrower and its Consolidated
Subsidiaries as of the beginning of the Borrower’s most recently ended hill fiscal quarter; provided, however, that any

(jch
Asset Sale will be disregarded for purposes of the 25% limitation specified above: (a) if any such Asset Sale is in the

dinary course of business of the Borrower and its Subsidiaries; (b) if the assets subject to any such Asset Sale are worn
ottt or are no longer useful or necessary in connection with the operation of the businesses of the Borrower or its
Subsidiaries; (c) if the assets subject to any such Asset Sale are being transferred to a Whoily Owned Subsidiary of the
Borrower; (d) if the proceeds from any such Asset Sale (i) are, within twelve (12) months of such Asset Sale, invested or
reinvested by the Borrower or any Subsidiary in a Permitted Business, (ii) are used by the Borrower or a Subsidiary to
repay Debt of the Borrower or such Subsidiary, or (iii) are retained by the Borrower or its Subsidiaries; or (e) if, prior to
any such Asset Sale, both Rating Agencies confirm the then-current Borrower Ratings after giving effect to any such
Asset Sale.

Section 6.10. Restrictive Agreements. Except as set forth in Schedule 6.10, the Borrower will not perniit any
of its Restricted Subsidiaries to enter into or assume any agreement prohibiting or otherwise restricting the ability of any
Restricted Subsidiary to pay dividends or other distributions on its respective equity and equity equivalents to the
Borrower or any of its Restricted Subsidiaries.

Section 6.11. Consolidated Debt to Consolidated Capitalization Ratio . The ratio of Consolidated Debt of the
Borrower to Consolidated Capitalization of the Borrower shall not exceed 65%, measured as of the end of each fiscal
quarter.

Section 6.12. Indebtedness . The Borrower will not pennit any of its Restricted Subsidiaries to incur, create,
assume or permit to exist any Debt of such Restricted Subsidiaries except:

(a) Existing Debt and any extensions, renewals or refmancings thereof;

(b) Debt owing to the Borrower or a Wholly Owned Restricted Subsidiary;

(c) any Debt incurred in respect of the Lower Mt. Bethel Lease Financing;

(d) Non-Recourse Debt; and

(e) other Debt, the aggregate principal amount of which does not exceed $500,000,000 at any time.



ARTICLE WI
DEFAULTS

f Section 7.01. Events of Default. If one or more of the following events (each an “Event of Default “) shall
ye occurred and be continuing:

(a) the Borrower shall fail to pay when due any principal on any Loans or Reimbursement
Obligations; or

(5) the Borrower shall fail to pay when due any interest on the Loans and Reimbursement Obligations,
any fee or any other amount payable hereunder or under any other Loan Document for five (5) days following the date
such payment becomes due hereunder; or

(c) the Borrower shall fail to observe or perfonn any covenant or agreement contained in clause (ii) of
Section 6.05, or Sections 6.06, 6.0$, 6.09, 6.11 or 6.12; or

(d) the Borrower shall fail to observe or perform any covenant or agreement contained in Section 6.01
(d)(i) for 30 days after any such failure or in Section 6.01(d)(ii) for ten (10) days after any such failure; or

(e) the Borrower shall fail to observe or perfonn any covenant or agreement contained in this
Agreement or any other Loan Document (other than those covered by clauses (a), (b), (c) or (d) above) for thirty (30) days
after written notice thereof has been given to the defaulting party by the Administrative Agent, or at the request of the
Required Lenders; or

(f) any representation, warranty or certification made by the Borrower in this Agreement or any other
Loan Document or in any certificate, financial statement or other document delivered pursuant hereto or thereto shall
prove to have been incorrect in any material respect when made or deemed made; or

(g) the Borrower or any Restricted Subsidiary shall (1) fail to pay any principal or interest, regardless
famount, due in respect of any Material Debt beyond any period of grace provided with respect thereto, or (ii) fail to
dbserve or perfonn any other term, covenant, condition or agreement contained in any agreement or instrument
evidencing or governing any such Material Debt beyond any period of grace provided with respect thereto if the effect of
any failure referred to in this clause (ii) is to cause, or to penimit the holder or holders of stich Debt or a trttstee on its or
their behalf to cause, such Debt to become dtie prior to its stated maturity; or

(Ii) the Borrower or any Restricted Subsidiary of the Borrower shall commence a voluntary case or
other proceeding seeking liquidation, reorganization or other relief with respect to itself or its debts tmder any bankruptcy,
insolvency or other similar law now or hereafter in effect or seeking the appointment of a trustee, receiver, liqtiidator,
ctistodian or other similar official of it or any substantial part of its property, or shall consent to any such relief or to the
appointment of or taking possession by any such official in an involuntary case or other proceeding commenced against it,
or shall make a general assigmuent for the benefit of creditors, or shall fail generally to pay, or shall admit in writing its
inability to pay, its debts as they become due, or shall take any corporate action to authorize any of the foregoing; or

(i) an involuntary case or other proceeding shall be coimnenced against the Borrower or any
Restricted Subsidiary seeking liquidation, reorganization or other relief with respect to it or its debts tinder any
bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the appointment of a trustee, receiver,
liquidator, custodian or other similar official of it or any substantial part of its property, and such involuntary case or other
proceeding shall remain undisinissed and tinstayed for a period of 60 days; or an order for relief shall be entered against
the Borrower or any Restricted Suibsidiary under the Bankruptcy Code; or

) any member of the ERISA Group shall fail to pay when due an amotmt or amounts aggregating in
excess of $50,000,000 which it shall have become liable to pay under Title IV of ERISA; or notice of intent to terminate a
Material Plan shall be filed under Title IV of ERISA by any member of the ERISA Group, any plan administrator or any
combination of the foregoing; or the PBGC shall institute proceedings under Title IV of ERISA to tenninate, to impose
ability (other than for premiums tinder Section 4007 of ERISA) in respect of, or to cause a trustee to be appointed to

‘—d1minister any Material Plan; or a condition shall exist by reason of which the PBGC would be entitled to obtain a decree
adjudicating that any Material Plan must be terminated; or there shall occur a complete or partial withdrawal from, or
default, within the meaning of Section 4219(c)(5) of ERISA, with respect to, one or more Multiemployer Plans which
could reasonably be expected to cause one or more members of the ERISA Group to incur a current payment obligation in



excess of $50,000,000; or

(k) the Borrower or any of its Restricted Subsidiaries shall fail within sixty (60) days to pay, bond or
otherwise discharge any judgment or order for the payment of money in excess of $20,000,000, entered against the

4orrower or any such Restricted Subsidiary that is not stayed on appeal or otherwise being appropriately contested in
1 ,ood faith; or

(1) a Change of Control shall have occurred;

then, and in every such event, while such event is continuing, the Administrative Agent may (A) if requested by the
Required Lenders, by notice to the Borrower tenninate the Commitments, and the Cotmuitments shall thereupon
terminate, and (B) if requested by the Lenders holding more than 50% of the stun of the aggregate outstanding principal
amount of the Loans and Letter of Credit Liabilities at such time, by notice to the Borrower declare the Loans and Letter
of Credit Liabilities (together with accrued interest and accrued and unpaid fees thereon and all other amounts due
hereunder) to be, and the Loans and Letter of Credit Liabilities shall thereupon become, immediately due and payable
without presentment, demand, protest or other notice of any kind (except as set forth in clause (A) above), all of which are
hereby waived by the Borrower and require the Borrower to, and the Borrower shall, cash collateralize (in accordance
with Section 2.09(a)(ii)) all Letter of Credit Liabilities then outstanding; provided , that, in the case of any Default or any
Event of Default specified in clause 7.01(h) or 7.01(i) above with respect to the Borrower, without any notice to the
Borrower or any other act by the Administrative Agent or any Lender, the Commitments shall thereupon terminate and
the Loans and Letter of Credit Liabilities (together with accrued interest and accrued and unpaid fees thereon and all other
amounts dtie hereunder) shall become immediately due and payable without presentment, demand, protest or other notice
of any kind, all of which are hereby waived by the Borrower, and the Borrower shall cash collateralize (in accordance
with Section 2.09(a)(ii)) all Letter of Credit Liabilities then outstanding.

ARTICLE VIII
THE AGENTS

Section $.01. Appointment and Authorization. Each Lender hereby irrevocably designates and appoints the
dministrative Agent to act as specified herein and in the other Loan Documents and to take such actions on its behalf

)i der the provisions of this Agreement and the other Loan Documents and perform such duties as are expressly delegated
to the Administrative Agent by the terms of this Agreement and the other Loan Documents, together with such other
powers as are reasonably incidental thereto. The Administrative Agent agrees to act as such upon the express conditions
contained in this Article VTII. Notwithstanding any provision to the contrary elsewhere in this Agreement or in any other
Loan Document, the Administrative Agent shall not have any duties or responsibilities, except those expressly set forth
herein or in the other Loan Documents, or any fidticiary relationship with any Lender, and no implied covenants,
functions, responsibilities, dttties, obligations or liabilities shall be read into this Agreement or otherwise exist against the
Administrative Agent. The provisions of this Article VIII are solely for the benefit of the Administrative Agent and
Lenders, and no other Person shall have any rights as a third party beneficiary of any of the provisions hereof. For the
sake of clarity, the Lenders hereby agree that no Agent other than the Administrative Agent shall have, in such capacity,
any duties or powers with respect to this Agreement or the other Loan Documents.

Section 8.02. Individual Capacity. The Administrative Agent and its Affiliates may make loans to, accept
deposits from and generally engage in any kind of btisiness with the Borrower and its Affiliates as though the
Administrative Agent were not an Agent. With respect to the Loans made by it and all obligations owing to it, the
Administrative Agent shall have the same rights and powers tinder this Agreement as any Lender and may exercise the
same as though it were not an Agent, and the terms “Required Lenders”, “Lender” and “Lenders” shall include the
Administrative Agent in its individual capacity.

Section 8.03. Delegation of Duties . The Administrative Agent may execute any of its duties ttnder this
Agreement or any other Loan Document by or through agents or attorneys-in-fact. The Administrative Agent shall not be
responsible for the negligence or misconduct of any agents or attorneys-in-fact selected by it with reasonable care except
to the extent otherwise required by Section 8.07.

Section 8.04. Reliance by the Administrative Agent . The Administrative Agent shall be entitled to rely, and
}all be hilly protected in relying, upon any note, writing, resolution, notice, consent, certificate, affidavit, letter, telecopy

or other electronic facsimile transmission, telex, telegram, cable, teletype, electronic transmission by modem, computer
disk or any other message, statement, order or other writing or conversation believed by it to be genuine and correct and
to have been signed, sent or made by the proper Person or Persons and upon advice and statements of legal counsel



(including, without limitation, counsel to the Borrower), independent accountants and other experts selected by the
Administrative Agent. The Administrative Agent shall be fully jtistified in failing or refusing to take any action under this
Agreement or any other Loan Document unless it shall first receive such advice or concurrence of the Required Lenders,
or all of the Lenders, if applicable, as it deems appropriate or it shall first be indemnified to its satisfaction by the Lenders

(‘)ainst any and all liability and expense which may be incurred by it by reason of taking or continuing to take any such
.tion. The Administrative Agent shall in all cases be fully protected in acting, or in refraining from acting, under this

Agreement and the other Loan Documents in accordance with a request of the Required Lenders or all of the Lenders, if
applicable, and such request and any action taken or failure to act pursuant thereto shall be binding upon all of the
Lenders.

Section 8.05. Notice of Default. The Administrative Agent shall not be deemed to have knowledge or notice
of the occurrence of any Default hereunder unless the Administrative Agent has received notice from a Lender or the
Borrower referring to this Agreement, describing such Default and stating that such notice is a “notice of default”. If the
Administrative Agent receives such a notice, the Administrative Agent shall give prompt notice thereof to the
Lenders. The Administrative Agent shall take such action with respect to such Default as shall be reasonably directed by
the Required Lenders; provided, that, tmless and tintil the Administrative Agent shall have received such directions, the
Administrative Agent may (but shall not be obligated to) take such action, or refrain from taking such action, with respect
to such Default as it shall deem advisable in the best interests of the Lenders.

Section 8.06. Non-Reliance on the Agents and Other Lenders. Each Lender expressly acknowledges that no
Agent or officer, director, employee, agent, attorney-in-fact or affiliate of any Agent has made any representations or
warranties to it and that no act by any Agent hereafter taken, including any review of the affairs of the Borrower, shall be
deemed to constitute any representation or warranty by such Agent to any Lender. Each Lender acknowledges to the
Agents that it has, independently and without reliance upon any Agent or any other Lender, and based on such documents
and information as it has deemed appropriate, made its own appraisal of and investigation into the business, assets,
operations, property, frnancial and other condition, prospects and creditworthiness of the Borrower and made its own
decision to make its Loans hereunder and to enter into this Agreement. Each Lender also acknowledges that it will,
independently and without reliance upon any Agent or any other Lender, and based on such documents and information
as it shall deem appropriate at the time, continue to make its own credit analysis, appraisals and decisions in taking or not

( dng action under this Agreement, and to make such investigation as it deems necessary to inform itself as to the
utisiness, assets, operations, property, fmancial and other condition, prospects and creditworthiness of the Borrower. No
Agent shall have any duty or responsibility to provide any Lender with any credit or other information concerning the
business, operations, assets, property, financial and other condition, prospects or creditworthiness of the Borrower which
may come into the possession of such Agent or any of its officers, directors, employees, agents, attorneys-in-fact or
affiliates.

Section 8.07. Exculpatory Provisions . The Administrative Agent shall not, and no officers, directors,
employees, agents, attorneys-in-fact or affiliates of the Administrative Agent, shall (1) be liable for any action lawfully
taken or omitted to be taken by it under or in connection with this Agreement or any other Loan Document (except for its
own gross negligence, willful miscondttct or bad faith) or (ii) be responsible in any manner to any of the Lenders for any
recitals, statements, representations or warranties made by the Borrower or any of its officers contained in this
Agreement, in any other Loan Document or in any certificate, report, statement or other document referred to or provided
for in, or received by the Administrative Agent under or in connection with, this Agreement or any other Loan Document
or for any failtire of the Borrower or any of its officers to perform its obligations hereunder or thereunder. The
Administrative Agent shall not be tinder any obligation to any Lender to ascertain or to inquire as to the observance or
perfonnance of any of the agreements contained in, or conditions of, this Agreement or any other Loan Document, or to
inspect the properties, books or records of the Borrower. The Administrative Agent shall not be responsible to any
Lender for the effectiveness, genuineness, validity, enforceability, collectibility or sufficiency of this Agreement or any
other Loan Document or for any representations, warranties, recitals or statements made by any other Person herein or
therein or made by any other Person in any written or oral statement or in any financial or other statements, instruments,
reports, certificates or any other documents in connection herewith or therewith ftirnished or made by the Administrative
Agent to the Lenders or by or on behalf of the Borrower to the Administrative Agent or any Lender or be required to
ascertain or inquire as to the perfonnance or observance of any of the tenns, conditions, provisions, covenants or
9greements contained herein or therein or as to the tise of the proceeds of the Loans or of the existence or possible

,}istence of aiiy Default.

Section 8.0$. Indemnification. To the extent that the Borrower for any reason fails to indefeasibly pay any
amount required under Sections 9.03(a), (b) or (c) to be paid by it to the Administrative Agent (or any sub-agent thereof),



the Lenders severally agree to indemnif, the Administrative Agent, in its capacity as such, and hold the
Administrative Agent, in its capacity as such, hanniess ratably according to their respective Commitments from and
against any and all liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs and reasonable
expenses or disbursements of any kind whatsoever which may at any time (including, without limitation, at any time

lowing the full payment of the obligations of the Borrower hereunder) be imposed on, incurred by or asserted against
e Administrative Agent, in its capacity as such, in any way relating to or arising out of this Agreement or any other

Loan Document, or any documents contemplated hereby or referred to herein or the transactions contemplated hereby or
any action taken or omitted to be taken by the Administrative Agent under or in connection with any of the foregoing, but
only to the extent that any of the foregoing is not paid by the Borrower; provided, that no Lender shall be liable to the
Administrative Agent for the payment of any portion of such liabilities, obligations, losses, damages, penalties, actions,
judgments, suits, costs or expenses or disbursements resulting from the gross negligence, willful misconduct or bad faith
of the Administrative Agent. If any indemnity furnished to the Administrative Agent for any purpose shall, in the
reasonable opinion of the Administrative Agent, be insufficient or become impaired, the Administrative Agent may call
for additional indemnity and cease, or not commence, to do the acts indemnified against until such additional indenmity is
furnished. The agreement in this Section 8.02 shall survive the payment of all Loans, Letter of Credit Liabilities, fees and
other obligations of the Borrower arising hereunder.

Section $.09. Resignation; Successors. The Administrative Agent may resign as Administrative Agent upon
twenty (20) days notice to the Lenders. Upon the resignation of the Administrative Agent, the Required Lenders shall
have the right to appoint from among the Lenders a successor to the Administrative Agent, subject to prior approval by
the Borrower (so long as no Event of Default exists) (such approval not to be unreasonably withheld), whereupon such
successor Administrative Agent shall succeed to and become vested with all the rights, powers and duties of the retiring
Administrative Agent, and the term “Administrative Agent” shall include such successor Administrative Agent effective
upon its appointment, and the retiring Administrative Agent’s rights, powers and duties as Administrative Agent shall be
terminated, without any other or further act or deed on the part of such former Administrative Agent or any of the parties
to this Agreement or any other Loan Document. If no successor shall have been appointed by the Required Lenders and
approved by the Borrower and shall have accepted such appointment within thirty (30) days after the retiring
Administrative Agent gives notice of its resignation, then the retiring Administrative Agent may at its election give notice
tp the Lenders and the Borrower of the immediate effectiveness of its resignation and such resignation shall thereupon

come effective and the Lenders collectively shall perform all of the duties of the Administrative Agent hereunder and
under the other Loan Documents until such time, if any, as the Required Lenders appoint a successor agent as provided
for above. After the retiring Administrative Agent’s resignation hereunder as Administrative Agent, the provisions of this
Article VIII shall inure to its benefit as to any actions taken or omitted to be taken by it while it was Administrative Agent
under this Agreement or any other Loan Document.

Section 8.10. Administrative Agent’s fees . The Borrower shall pay to the Administrative Agent for its own
account fees in the amount and at the times agreed to and accepted by the Borrower pursuant to the Fee Letter.

ARTICLE IX
MISCELLANEOUS

Section 9.01. Notices. Except as otherwise expressly provided herein, all notices and other comnmumications
hereunder shall be in writing (for purposes hereof, the term “writing” shall include information in electronic format such
as electronic mail and Internet web pages) or by telephone subsequently confirmed in writing; provided that the foregoing
shall not apply to notices to any Lender, the Swingline Lender or Issuing Lender pursuant to Article II or Article III, as
applicable, if such Lender, Swingline Lender or Issuing Lender, as applicable, has notified the Administrative Agent that
it is incapable of receiving notices under such Article in electronic format. Any notice shall have been duly given and
shall be effective if delivered by hand delivery or sent via electronic mail, telecopy, recognized overnight courier service
or certified or registered mail, return receipt requested, or posting on an Internet web page, and shall be presumed to be
received by a party hereto (1) on the date of delivery if delivered by hand or sent by electronic mail, posting on an internet
web page, or telecopy, (ii) on the Business Day following the day on which the same has been delivered prepaid (or on an
invoice basis) to a reputable national overnight air courier service or (iii) on the third Business Day following the day on
which the same is sent by certified or registered mail, postage prepaid, in each case to the respective parties at the address
or telecopy numbers, in the case of the Borrower and the Administrative Agent, set forth below, and, in the case of the

\)enders. set forth on signature pages hereto, or at such other address as such party may specif’ by written notice to the
other parties hereto:

if to the Borrower:



PPL Energy Supply, LLC
Two North Ninth Street (GENTW14)
Allentown, Pennsylvania 18101-1179
Attention: Russell R. Clelland. Telephone: 610-774-5151
Facsimile: 610-774-5235

with a copy to:

PPL Energy Supply, LLC
Two North Ninth Street (GENTW4)
Allentown, Pennsylvania 18101-1179
Attention: Frederick C. Paine, Esq.
Telephone: 610-774-7445
Facsimile: 610-774-6726

if to the Administrative Agent:

Wells Fargo Bank, National Association
1525 West W.T. Harris Boulevard
Mail Code: MAC D1109-019
Charlotte, NC 28262
Attention: Syndication Agency Services
Telephone: 704.590.2706
Telecopier: 704.590.2790
Electronic Mail: agencyservices.requests@wellsfargo.com

with a copy to:

Wells Fargo Bank, National Association
90 5 7th Street, MAC: N9305-070
Minneapolis, MN 55402
Attention: Keith Luettel
Telephone: 612-667-4747
Facsimile: 602-316-0506

with a copy to:

Davis Polk & Wardwell LLP
450 Lexington Avenue
New York, New York 10017
Attention: Jason Kyn’ood
Telephone: 212-450-4653
facsimile: 212-450-5653

Section 9.02. No Waivers Non-Exclusive Remedies. No failure by any Agent or any Lender to exercise, no
course of dealing with respect to, and no delay in exercising any right, power or privilege hereunder or under any Note or
other Loan Document shall operate as a waiver thereof nor shall any single or partial exercise thereof preclude any other
or further exercise thereof or the exercise of any other right, power or privilege. The rights and remedies provided herein
and in the other Loan Documents shall be cumulative and not exclusive of any rights or remedies provided by law.

Section 9.03. Expenses: Indenmification.

(a) Expenses . The Borrower shall pay (i) all out-of-pocket expenses of the Agents, including legal
fees and disbursements of Davis Polk & Wardwell LLP and any other local counsel retained by the Administrative Agent,

its reasonable discretion, in connection with the preparation, execution, delivery and administration of the Loan
ocuments, the syndication efforts of the Agents with respect thereto, any waiver or consent thereunder or any

amendment thereof or any Default or alleged Defatilt thereunder and (ii) all reasonable out-of-pocket expenses incurred
by the Agents and each Lender, including (without duplication) the fees and disbursements of outside counsel, in



connection with any restructuring, workout, collection, bankruptcy, insolvency and other enforcement
proceedings in connection with the enforcement and protection of its rights; provided , that the Borrower shall not be
liable for any legal fees or disbursements of any counsel for the Agents and the Lenders other than Davis Polk &
Wardwell LLP associated with the preparation, execution and delivery of this Agreement and the closing documents

ntemplated hereby.

(b) Indemnity in Respect of Loan Documents. The Borrower agrees to indemnify the Agents and
each Lender, their respective Affiliates and the respective directors, officers, trustees, agents, employees, trustees and
advisors of the foregoing (each an” Indemnitee “) and hold each Indemnitee hannless from and against any and all
liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs and expenses or disbursements of any
kind whatsoever (including, without limitation, the reasonable fees and disbursements of counsel and any civil penalties
or fmes assessed by OFAC), which may at any time (including, without limitation, at any time following the payment of
the obligations of the Borrower hereunder) be imposed on, incurred by or asserted against such Indemnitee in connection
with any investigative, administrative or judicial proceeding (whether or not such Indemnitee shall be designated a party
thereto) brought or threatened (by any third party, by the Borrower or any Subsidiary of the Borrower) in any way relating
to or arising out of this Agreement, any other Loan Document or any documents contemplated hereby or referred to
herein or any actual or proposed use of proceeds of Loans hereunder; provided , that no Jndemnitee shall have the right to
be indemnified hereunder for such Indemnitee’s own gross negligence or willful misconduct as determined by a court of
competent jurisdiction in a fmal, non-appealable judgment or order.

(c) Indemnity in Respect of Enviromnental Liabilities. The Borrower agrees to indemnify each
Indemnitee and hold each Indemnitee harmless from and against any and all liabilities, obligations, losses, damages,
penalties, actions, judgments, suits, claims, costs and expenses or disbursements of any kind whatsoever (including,
without limitation, reasonable expenses of investigation by engineers, enviromnental consultants and similar technical
personnel and reasonable fees and disbursements of counsel) which may at any time (including, without limitation, at any
time following the payment of the obligations of the Borrower hereunder) be imposed on, incurred by or asserted against
such Indemnitee in respect of or in connection with any actual or alleged presence or release of Hazardous Substances on
or from any property now or previously owned or operated by the Borrower or any of its Subsidiaries or any predecessor
of the Borrower or any of its Subsidiaries, or any and all Enviromnental Liabilities. Without limiting the generality of the

4 regoing, the Borrower hereby waives all rights of contribution or any other rights of recovery with respect to liabilities,
dbligations, losses, damages, penalties, actions, judgments, suits, costs and expenses and disbursements in respect of or in
connection with Environmental Liabilities that it might have by statute or otherwise against any Indenmitee.

(d) Waiver of Damages. To the fullest extent permitted by applicable law, the Borrower shall not
assert, and hereby waives, any claim against any Indemnitee, on any theory of liability, for special, indirect, consequential
or punitive damages (as opposed to direct or actual damages) arising out of, in connection with, or as a result of, this
Agreement, any other Loan Document or any agreement or instrument contemplated hereby, the transactions
contemplated hereby or thereby, any Loan or Letter of Credit or the use of the proceeds thereof. No Indemnitee referred
to in clause (b) above shall be liable for any damages arising from the use by unintended recipients of any information or
other materials distributed by it through telecommunications, electronic or other information transmission systems in
connection with this Agreement or the other Loan Documents or the transactions contemplated hereby or thereby;
provided that nothing in this Section 9.03(d) shall relieve any Lender from its obligations under Section 9.12.

Section 9.04. Sharing of Set-Offs. Each Lender agrees that if it shall, by exercising any right of set-off or
counterclaim or otherwise, receive payment of a proportion of the aggregate amount of principal and interest due with
respect to any Loan made or Note held by it and any Letter of Credit Liabilities which is greater than the proportion
received by any other Lender in respect of the aggregate amount of principal and interest due with respect to any Loan,
Note and Letter of Credit Liabilities made or held by such other Lender, the Lender receiving stich proportionately greater
payment shall purchase stich participations in the Loan made or Notes and Letter of Credit Liabilities held by the other
Lenders, and such other adjustments shall be made, in each case as may be reqtiired so that all such payments of principal
and interest with respect to the Loan made or Notes and Letter of Credit Liabilities made or held by the Lenders shall be
shared by the Lenders pro rata; provided, that nothing in this Section shall impair the right of any Lender to exercise any
right of set-off or counterclaim it may have for payment of indebtedness of the Borrower other than its indebtedness
hereunder.

Section 9.05. Amendments and Waivers . Any provision of this Agreement or the Notes may be amended or
waived if, but only if, such amendment or waiver is in writing and is signed by the Borrower and the Required Lenders
(and, if the rights or duties of the Administrative Agent, Swingline Lender or any Issuing Lenders are affected thereby, by



the Administrative Agent, Swingline Lender or such Issuing Lender, as relevant); provided, that no such
amendment or waiver shall, (a) unless signed by each Lender adversely affected thereby, (1) increase the Commitment of
any Lender or subject any Lender to any additional obligation (it being understood that waivers or modifications of
conditions precedent, covenants, Defaults or of mandatory reductions in the Commitments shall not constitute an increase

/‘the Coimnitment of any Lender, and that an increase in the available portion of any Commitment of any Lender as in
ffect at any time shall not constitute an increase in such Commitment), (ii) reduce the principal of or rate of interest on

any Loan (except in connection with a waiver of applicability of any post-default increase in interest rates) or the amount
to be reimbursed in respect of any Letter of Credit or any interest thereon or any fees hereunder, (iii) postpone the date
fixed for any payment of interest on any Loan or the amount to be reimbursed in respect of any Letter of Credit or any
interest thereon or any fees hereunder or for any scheduled reduction or termination of any Commitment or (except as
expressly provided in Article ifi) expiration date of any Letter of Credit, (iv) postpone or change the date fixed for any
scheduled payment of principal of any Loan, (v) change any provision hereof in a manner that would alter the pro rata
funding of Loans required by Section 2.04(b), the pro rata sharing of payments required by Sections 2.11(a), 2.09(b) or
9.04 or the pro rata reduction of Commitments required by Section 2.08(a) or (vi) change the currency in which Loans are
to be made, Letters of Credit are to be issued or payment under the Loan Documents is to be made, or add additional
borrowers or (b) unless signed by each Lender, change the defmition of Required Lender or this Section 9.05 or Section
9.06(a).

Section 9.06. Successors and Assigns.

(a) Sticcessors and Assigns. The provisions of this Agreement shall be binding upon and inure to the
benefit of the parties hereto and their respective successors and assigns, except that the Borrower may not assign or
otherwise transfer any of its rights under this Agreement without the prior written consent of all of the Lenders, except to
the extent any such assignment results from the consummation of a merger or consolidation permitted pursuant to Section
6.08 of this Agreement.

(b) Participations. Any Lender may at any time grant to one or more banks or other fmancial
institutions or special purpose funding vehicle (each a “Participant “) participating interests in its Commitments andlor
any or all of its Loans and Letter of Credit Liabilities. In the event of any such grant by a Lender of a participating‘ terest to a Participant, whether or not upon notice to the Borrower and the Administrative Agent, such Lender shall
émain responsible for the performance of its obligations hereunder, and the Borrower, the Issuing Lenders, Swingline
Lender and the Administrative Agent shall continue to deal solely and directly with such Lender in connection with such
Lender’s rights and obligations under this Agreement. Any agreement purstiant to which any Lender may grant such a
participating interest shall provide that such Lender shall retain the sole right and responsibility to enforce the obligations
of the Borrower hereunder including, without Ilinitation, the right to approve any amendment, modification or waiver of
any provision of this Agreement; provided , that such participation agreement may provide that stich Lender will not
agree to any modification, amendment or waiver of this Agreement which would (i) extend the Tennination Date, reduce
the rate or extend the time of payment of principal, interest or fees on any Loan or Letter of Credit Liability in which such
Participant is participating (except in connection with a waiver of applicability of any post-defatilt increase in interest
rates) or reduce the principal amount thereof, or increase the amount of the Participant’s participation over the amount
thereof then in effect (it being understood that a waiver of any Default or of a mandatory reduction in the Commitments
shall not constitute a change in the terms of such participation, and that an increase in any Commitment or Loan or Letter
of Credit Liability shall be permitted without the consent of any Participant if the Participant’s participation is not
increased as a result thereof) or (ii) allow the assigmnent or transfer by the Borrower of any of its rights and obligations
under this Agreement, without the consent of the Participant, except to the extent any such assigmnent results from the
consummation of a merger or consolidation permitted pursuant to Section 6.08 of this Agreement. The Borrower agrees
that each Participant shall, to the extent provided in its participation agreement, be entitled to the benefits of Article II
with respect to its participating interest to the same extent as if it were a Lender, subject to the same limitations, and in no
case shall any Participant be entitled to receive any amount payable pursuant to Article II that is greater than the amount
the Lender granting such Participant’s participating interest would have been entitled to receive had such Lender not sold
such participating interest. An assignment or other transfer which is not permitted by subsection (c) or (d) below shall be
given effect for purposes of this Agreement only to the extent of a participating interest granted in accordance with this
subsection (b). Each Lender that sells a participation shall, acting solely for this purpose as a non-fiduciary agent of the
orrower, maintain a register (solely for tax purposes) on which it enters the name and address of each Participant and the

\,Aincipal amounts (and stated interest) of each Participant’s interest in the Loans or other obligations under the Loan
Documents (the “Participant Register “). The entries in the Participant Register shall be conclusive absent manifest error,
and such Lender shall treat each Person whose name is recorded in the Participant Register as the owner of such
participation for all purposes of this Agreement notwithstanding any notice to the contrary.



(c) Assignments Generally. Any Lender may at any time assign to one or more Eligible Assignees
(each, an “Assignee “) all, or a proportionate part (equivalent to an initial amount of not less than $5,000,000 or any
larger integral multiple of $1,000,000), of its rights and obligations under this Agreement and the Notes with respect to its

(‘oans and, if still in existence, its Commitment, and such Assignee shall assume such rights and obligations, pursuant to
i Assignment and Assumption Agreement in substantially the form of Exhibit C attached hereto executed by such
Assignee and such transferor, with (and subject to) the consent of the Borrower, which shall not be unreasonably withheld
or delayed, the Administrative Agent, Swingline Lender and the Issuing Lenders, which consent shall not be unreasonably
withheld or delayed; provided , that if an Assignee is an Affiliate of such transferor Lender or was a Lender immediately
prior to such assigmrient, no such consent of the Borrower or the Administrative Agent shall be required; provided,
further , that if at the time of such assigmnent a Default or an Event of Default has occurred and is continuing, no such
consent of the Borrower shall be required; provided, further , that no such assigmuent may be made prior to the Effective
Date without the prior written consent of the Joint Lead Arrangers; provided, further , that the provisions of Sections
2.12, 2.16, 2.17 and 9.03 of this Agreement shall inure to the benefit of a transferor with respect to any Loans made, any
Letters of Credit issued or any other actions taken by such transferor while it was a Lender. Upon execution and delivery
of such instrument and payment by such Assignee to such transferor of an amount equal to the purchase price agreed
between such transferor and such Assignee, stich Assignee shall be a Lender party to this Agreement and shall have all
the rights and obligations of a Lender with a Commitment, if any, as set forth in such instrument of assumption, and the
transferor shall be released from its obligations hereunder to a corresponding extent, and no further consent or action by
any party shall be required. Upon the consummation of any assignment pursuant to this subsection (c), the transferor, the
Administrative Agent and the Borrower shall make appropriate arrangements so that, if required, a new Note is issued to
the Assignee. In connection with any such assignment, the transferor shall pay to the Administrative Agent an
administrative fee for processing such assignment in the amount of $3,500; provided that the Administrative Agent may,
in its sole discretion, elect to waive such administrative fee in the case of any assignment. Each Assignee shall, on or
before the effective date of such assigmnent, deliver to the Borrower and the Administrative Agent certification as to
exemption from deduction or withholding of any United States Taxes in accordance with Section 2.17(e).

(d) Assignments to Federal Reserve Banks. Any Lender may at any time assign all or any portion of
its rights under this Agreement and its Note to a federal Reserve Bank. No such assignment shall release the transferor

)nder from its obligations hereunder.

(e) Register. The Borrower hereby designates the Administrative Agent to serve as the Borrower’s
agent, solely for purposes of this Section 9.06(e), to (i) maintain a register (the “Register “) on which the Administrative
Agent will record the Coimnitrnents from time to time of each Lender, the Loans made by each Lender and each
repayment in respect of the principal amount of the Loans of each Lender and to (ii) retain a copy of each Assignment and
Assumption Agreement delivered to the Administrative Agent pursuant to this Section. Failure to make any such
recordation, or any error in such recordation, shall not affect the Borrower’s obligation in respect of stich Loans. The
entries in the Register shall be conclusive, in the absence of manifest error, and the Borrower, the Administrative Agent,
Swingline Lender, the Issuing Lenders and the other Lenders shall treat each Person in whose name a Loan and the Note
evidencing the same is registered as the owner thereof for all purposes of this Agreement, notwithstanding notice or any
provision herein to the contrary. With respect to any Lender, the assignment or other transfer of the Commitments of
such Lender and the rights to the principal of, and interest on, any Loan made and any Note isstted pursuant to this
Agreement shall not be effective until such assigmnent or other transfer is recorded on the Register and, except to the
extent provided in this subsection 9.06(e), otherwise complies with Section 9.06, and prior to such recordation all
amounts owing to the transferring Lender with respect to such Commitments, Loans and Notes shall remain owing to the
transferring Lender. The registration of assignment or other transfer of all or part of any Commitments, Loans and Notes
for a Lender shall be recorded by the Administrative Agent on the Register only upon the acceptance by the
Administrative Agent of a properly executed and delivered Assignment and Assumption Agreement and payment of the
administrative fee referred to in Section 9.06(c). The Register shall be available for inspection by each of the Borrower,
the Swingline Lender and each Issuing Lender at any reasonable time and from time to time upon reasonable prior
notice. In addition, at any time that a reqtiest for a consent for a material or substantive change to the Loan Documents is
pending, any Lender wishing to consult with other Lenders in connection therewith may request and receive from the
Administrative Agent a copy of the Register. The Borrower may not replace any Lender pursuant to Section 2.08(b),
inless, with respect to any Notes held by such Lender, the requirements of subsection 9.06(c) and this subsection 9.06(e)

ye been satisfied.

Section 9.07. Governing Law; Submission to Jtirisdiction. This Agreement and each Note shall be governed
by and construed in accordance with the internal laws of the State of New York. The Borrower hereby submits to the



nonexciusive jurisdiction of the United States District Court for the Southern District of New York and of any
New York State court sitting in New York City for purposes of all legal proceedings arising out of or relating to this
Agreement or the transactions contemplated hereby. The Borrower irrevocably waives, to the fullest extent permitted by
law, any objection which it may now or hereafter have to the laying of the venue of any such proceeding brought in such

©urt
and any claim that any such proceeding brought in any such court has been brought in an inconvenient forum.

Section 9.08. Counterparts: Integration; Effectiveness . This Agreement shall become effective on the
Effective Date. This Agreement may be signed in any number of counterparts, each of which shall be an original, with
the same effect as if the signatures thereto and hereto were upon the same instrument. On and after the Effective Date,
this Agreement, the other Loan Documents, and the fee Letter constitute the entire agreement and understanding among
the parties hereto and supersede any and all prior agreements and understandings, oral or written, relating to the subject
matter hereof and thereof.

Section 9.09. Generally Accepted Accounting Principles. Unless otherwise specified herein, all accounting
terms tised herein shall be interpreted, all accounting determinations hereunder shall be made and all fmancial statements
required to be delivered hereunder shall be prepared in accordance with GAAP as in effect from time to time, applied on a
basis consistent (except for changes concurred in by the Borrower’s independent public accountants) with the audited
consolidated fmancial statements of the Borrower and its Consolidated Subsidiaries most recently delivered to the
Lenders; provided, that, if the Borrower notifies the Administrative Agent that the Borrower wishes to amend any
covenant in Article VI to eliminate the effect of any change in GAAP on the operation of sttch covenant (or if the
Administrative Agent notifies the Borrower that the Required Lenders wish to amend Article VI for such purpose), then
the Borrower’s compliance with such covenant shall be determined on the basis of GAAP in effect iimnediately before
the relevant change in GAAP became effective, until either such notice is withdrawn or such covenant is amended in a
manner satisfactory to the Borrower and the Required Lenders.

Section 9.10. Usage. The following rules of construction and usage shall be applicable to this Agreement and
to any instrument or agreement that is governed by or referred to in this Agreement.

(a) All terms defmed in this Agreement shall have the defmed meanings when used in any instrument
verned hereby or referred to herein and in any certificate or other document made or delivered pursuant hereto or
ereto unless otherwise defined therein.

(b) The words “hereof’, “herein”, “hereunder” and words of similar import when used in this
Agreement or in any instrument or agreement governed here shall be construed to refer to this Agreement or such
instrument or agreement, as applicable, in its entirety and not to any particular provision or subdivision hereof or thereof

(c) References in this Agreement to “Article”, “Section”, “Exhibit”, “Schedule” or another
subdivision or attachment shall be construed to refer to an article, section or other subdivision of, or an exhibit, schedule
or other attachment to, this Agreement unless the context otherwise requires; references in any instrument or agreement
governed by or referred to in this Agreement to “Article”, “Section”, “Exhibit”, “Schedule” or another subdivision or
attachment shall be construed to refer to an article, section or other subdivision of, or an exhibit, schedule or other
attachment to, such instrument or agreement unless the context otherwise requires.

(d) The defmitions contained in this Agreement shall apply eqttally to the singtilar and plural forms of
such terms. Whenever the context may require, any pronottn shall include the corresponding masculine, feminine and
neuter fonus. The word “will” shall be construed to have the same meaning as the word “shall”. The term “including”
shall be construed to have the same meaning as the phrase “including without limitation”.

(e) Unless the context otherwise requires, any definition of or reference to any agreement, instrument,
statute or document contained in this Agreement or in any agreement or instrument that is governed by or referred to in
this Agreement shall be construed (i) as referring to stich agreement, instrument, statute or doctiment as the same may be
amended, supplemented or otherwise modified from time to time (subject to any restrictions on such amendments,
supplements or modifications set forth in this Agreement or in any agreement or instrument governed by or referred to in
this Agreement), including (in the case of agreements or instruments) by waiver or consent and (in the case of statutes) by
-iccession of comparable successor statutes and (ii) to include (in the case of agreements or instruments) references to all

}achments thereto and instruments incorporated therein. Any reference to any Person shall be construed to include such
Person’s successors and permitted assigns.

(f) Unless the context otherwise requires, whenever any statement is qualified by “to the best



knowledge of’ or “known to” (or a similar phrase) any Person that is not a natural person, it is intended
to indicate that the senior management of such Person has conducted a commercially reasonable inquiry and investigation
prior to making such statement and no member of the senior management of such Person (including managers, in the case
of limited liability companies, and general partners, in the case of partnerships) has current actual knowledge of the

accuracy of such statement.

Section 9.11. WAIVER OF JURY TRIAL. THE BORROWER HEREBY IRREVOCABLY WAIVES ANY
AND ALL RIGHT TO TRIAL BY JURY iN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATiNG TO
THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY.

Section 9.12. Confidentiality. Each Lender agrees to hold all non-ptiblic information obtained pursuant to the
requirements of this Agreement in accordance with its customary procedure for handling confidential information of this
nature and in accordance with safe and sound banking practices; provided, that nothing herein shall prevent any Lender
from disclosing such infonnation (i) to any other Lender or to any Agent, (ii) to any other Person if reasonably incidental
to the administration of the Loans and Letter of Credit Liabilities, (iii) upon the order of any court or administrative
agency, (iv) to the extent requested by, or required to be disclosed to, any rating agency or regulatory agency or similar
authority (including any self-regulatory authority, such as the National Association of Insurance Commissioners), (v)
which had been publicly disclosed other than as a result of a disclosure by any Agent or any Lender prohibited by this
Agreement, (vi) in connection with any litigation to which any Agent, any Lender or any of their respective Subsidiaries
or Affiliates may be party, (vii) to the extent necessary in connection with the exercise of any remedy hereunder, (viii) to
such Lender’s or Agent’s Affiliates and their respective directors, officers, employees and agents including legal counsel
and independent auditors (it being understood that the Persons to whom such disclosure is made will be informed of the
confidential nature of such information and instructed to keep such information confidential), (ix) with the consent of the
Borrower, (x) to Gold Sheets and other similar bank trade publications, such information to consist solely of deal terms
and other information customarily found in such publications and (xi) subject to provisions substantially similar to those
contained in this Section, to any actual or proposed Participant or Assignee or to any actual or prospective counterparty
(or its advisors) to any securitization, swap or derivative transaction relating to the Borrower’s Obligations
hereunder. Notwithstanding the foregoing, any Agent, any Lender or Davis Polk & Wardwell LLP may circulate
promotional materials and place advertisements in fmancial and other newspapers and periodicals or on a home page or
)nilar place for dissemination of information on the Internet or worldwide web, in each case, after the closing of the

cransactions contemplated by this Agreement in the form of a “tombstone” or other release limited to describing the
names of the Borrower or its Affiliates, or any of them, and the amount, type and closing date of such transactions, all at
their sole expense.

Section 9.13. USA PATRIOT Act Notice . Each Lender that is subject to the Patriot Act (as hereinafter
defmed) and the Administrative Agent (for itself and not on behalf of any Lender) hereby notifies the Borrower that
pursuant to the requirements of the USA PATRIOT Act (Title Ill of Pub.L. 107-56 (signed into law October 26, 2001))
(the “Patriot Act”), it is required to obtain, verify and record infonnation that identifies the Borrower, which information
includes the name and address of the Borrower and other information that will allow such Lender or the Administrative
Agent, as applicable, to identify the Borrower in accordance with the Patriot Act.

Section 9.14. No Fiduciary Duty. Each Agent, each Lender and their respective Affiliates (collectively, solely
for purposes of this paragraph, the “Lender Parties”), may have economic interests that conflict with those of the
Borrower, its Affiliates andlor their respective stockholders (collectively, solely for purposes of this paragraph, the
“Borrower Parties”). The Borrower agrees that nothing in the Loan Documents or otherwise will be deemed to create an
advisory, fiduciary or agency relationship or fiduciary or other implied duty (other than any implied duty of good faith)
between any Lender Party, on the one hand, and any Borrower Party, on the other. The Lender Parties acknowledge and
agree that (a) the transactions contemplated by the Loan Documents (including the exercise of rights and remedies
hereunder and thereunder) are ann’s-length commercial transactions between the Lender Parties, on the one hand, and the
Borrower, on the other and (b) in connection therewith and with the process leading thereto, (1) no Lender Party has
assumed an advisory or fiduciary responsibility in favor of any Borrower Party with respect to the transactions
contemplated hereby (or the exercise of rights or remedies with respect thereto) or the process leading thereto
(irrespective of whether any Lender Party has advised, is currently advising or will advise any Borrower Party on other
matters) or any other obligation to any Borrower Party except the obligations expressly set forth in the Loan Documents
)d (ii) each Lender Party is acting solely as principal and not as the agent or fiduciary of any Borrower Party. The

Aorrower acknowledges and agrees that the Borrower has constilted its own legal and fmancial advisors to the extent it
deemed appropriate and that it is responsible for making its own independent judgment with respect to such transactions
and the process leading thereto. The Borrower agrees that it will not claim that any Lender Party has rendered advisory



services of any nature or respect, or owes a fiduciary or similar duty to any Borrower Party, in connection with
such transaction or the process leading thereto.

Section 9.15. Amendment and Restatement of Existing Credit Agreement. Upon the execution and delivery of
s Agreement, the Existing Credit Agreement shall be amended and restated to read in its entirety as set forth

rein. With effect from and including the Effective Date, (i) the Coimnitments of each Lender party hereto (the”
Extending Lenders “) shall be as set forth on the Commitment Appendix (and any Lender under the Existing Credit
Agreement that is not listed on the Commitment Appendix shall cease to be a Lender hereunder; provided that, for the
avoidance of doubt, such Lender under the Existing Credit Agreement shall continue to be entitled to the benefits of
Section 9.03 of the Existing Credit Agreement), (ii) the Coimnitment Ratio of the Extending Lenders shall be
redetennined based on the Commitments set forth in the Commitment Appendix and the participations of the Extending
Lenders in, and the obligations of the Extending Lenders in respect of, any Letters of Credit or Swingline Loans
outstanding on the Effective Date shall be reallocated to reflect such redetennined Commitment Ratio and (iii) each ILA
Issuing Bank shall have the fronting Sublirnit set forth in the JLA L/C Fronting Sublirnits Appendix.

[Signature Pages to FollowJ



IN WITNESS ‘WHEREOF, the parties hereto have caused this Agreement to be duly executed by their
respective authorized officers as of the day and year first above written.

PPL ENERGY SUPPLY, LLC

By: Is! Russell R. Clelland
Name: Russell R. Clelland
Title: Assistant Treasurer



WELLS FARGO BANK, NATIONAL ASSOCIATION, as
Administrative Agent, Issuing Lender, Swingline Lender and
Lender

By: Is! Keith Lueftel
Name: Keith Luettel
Title: Vice President



BANK OF AMERICA, N.A., as Issuing Lender and Lender

By: Is! Mike Mason
Name: Mike Mason
Title: Director



THE ROYAL BANK OF SCOTLAND PLC, as Issuing
Lender and Lender

By: /s/ Tyler J. McCarthy
Name: Tyler I. McCarthy
Title: Director



BARCLAYS BANK PLC, as Issuing Lender and Lender

By: /s/ Ronnie Glenn
Name: Ronnie Glenn
Title: Vice President



THE BANK Of NOVA SCOTIA, as Issuing Lender and
Lender

By: Is! Thane Rattew
Name: Thane Rattew
Title: Managing Director



THE BANK OF TOKYO-MITSUBISHI UFJ, iNC. as
Issuing Lender and Lender

By:/S/ Alan Reiter
Name: Alan Reiter
Title: Vice President



UNION BANK, N.A., as Issuing Lender and Lender

By:/S/ Carmelo Restifo
Name: Carmelo Restifo
Title: Director



BNP PARIBAS, as a Lender

By:/S/ Denis O’Meara
Name: Denis O’Meara
Title: Managing Director

BNP PARIBAS, as a Lender

By:/S/ Pasguale A. Perraglia IV
Name: Pasquale A. Perraglia IV
Title: Vice President



CITIBANK, N.A., as a Lender

By:/S/ Amit Vasani
Name: Amit Vasani
Title: Vice President



CREDIT SUISSE AG, CAYMAN ISLANDS BRANCH, as
a Lender

By:/S/ Christopher Reo Day
Name: Christopher Reo Day
Title: Vice President

By:/5/ Vipul Dhadda
Name: Vipul Dhadda
Title: Associate



GOLDMAN SACH$ BANK USA, as a Lender

By:/S/ Mark Walton
Name: Mark Walton
Title: Authorized Signatory



J.P. MORGAN CHASE BANK, N.A., as a Lender

By:/SI Juan Javellana
Name: Juan Javellana
Title: Executive Director



MORGAN STANLEY BANK, N.A., as a Lender

By:/S/ Kelly Chin
Name: Kelly Chin
Title: Authorized Signatory



ROYAL BANK OF CANADA, as a Lender

By: Is! Frank Lambrinos
Name: frank Lambrinos
Title: Authorized Signatory



UBS LOAN FiNANCE LLC, as a Lender

By: /s/ lila R. Otsa
Name: frja R. Otsa
Title: Associated Director

TiES LOAN FiNANCE LLC, as a Lender

By: Is! David Urban
Name: David Urban
Title: Associated Director



CREDIT AGRICOLE CORPORATE AND iNVESTMENT
BANK, as a Lender

By: Is! Dixon Schultz
Name: Dixon Schultz
Title: Managing Director

By: Is! Sharada Manne
Name: Sharada Manne
Title: Managing Director



KEYBANK NATIONAL ASSOCIATION., as a Lender

By: Is! Craig A. Hanselman
Name: Craig A. Hanselman
Title: Vice President



LLOYDS TSB BANK PLC, as a Lender

By: /s/ Stephen Giacolone
Name: Stephen Giacolone
Title: Assistant Vice President —GOl 1

LLOYDS TSB BANK PLC, as a Lender

By: Is/ Julia R. Franklin
Name: Julia R. Franklin
Title: Vice President - F014



MUZUHO CORPORATh BANK, LTD., as a Lender

By: /s/ Leon Mo
Name: Leon Mo
Title: Authorized Signatory



SUNTRUST BANK, as a Lender

By: Is! Andrew Johnson
Name: Andrew Johnson
Title: Director



TUE BANK OF NEW YORK MELLON, as a Lender

By: Is! Mark W. Rogers
Name: Mark W. Rogers
Title: Vice President



U.S. BANK NATIONAL ASSOCIATION, as a Lender

By: Is! John M. Eyerman
Name: John M. Eyerman
Title: Vice President



CANADIAN IMPERIAL BANK OF COMMERCE, New
York Agency, as a Lender

By: /s/ Robert Casey
Name: Robert Casey
Title: Authorized Signatory

By: Is! Jonathan J. Kim
Name: Jonathan J. Kim
Title: Authorized Signatory



COMPASS BANK, as a Lender

By: Is! Susana Campuzano
Name: Susana Cainpuzano
Title: Senior Vice President



PNC BANK, NATIONAL ASSOCIATION, as a Lender

By: Is! Edward M. Tessalone
Name: Edward M. Tessalone
Title: Senior Vice President PNC Bank, N.A.



SOVEREIGN BANK, N.A., as a Lender

By: Is! William Maag
Name: William Maag
Title: Senior Vice President



SUMITOMO MITSUI BANKING CORPORATION, as a
Lender

By: Is! Shugi Yabe
Name: Shugi Yabe
Title: Managing Director



TNE NORTHERN TRUST COMPANY, as a Lender

By: /s/ Daniel Boote
Name: Daniel Boote
Title: Senior Vice President



Commitment Appendix

Lender Revolving Commitment
Wells Fargo Bank, National Association $154,2$5,714.30
Bank ofAmerica, N.A. $154,285,714.30
The Royal Bank of Scotland plc $154,285,714.29
Barclays Bank PLC $141,071,428.57
The Bank of Nova Scotia $141,071,428.57
The Bank of Tokyo-Mitsubishi UFI, Ltd. $70,535,714.29
Union Bank, N.A. $70,535,714.29
BNP Paribas $141,071,428.57
Citibank, N.A. $141,071,428.57
Credit Suisse AG, Cayrnan Islands Branch $141,071,428.57
Goldman Sachs Bank USA $141,071,428.57
JPMorgan Chase Bank, N.A. $141,071,428.57
Morgan Stanley Bank, N.A. $141,071,428.57
Royal Bank of Canada $141,071,428.57
UBS Loan Finance LLC $141,071,428.57
Credit Agricole Corporate & Investment Bank $100,714,285.71
KeyBank National Association $100,714,285.71
Lloyds Bank $100,714,285.71
Mizuho Corporate Bank, Ltd. $100,714,285.71
SunTrust Bank $100,714,285.71
The Bank of New York Mellon $100,714,285.71
U.S. Bank National Association $100,714,285.71

‘iadian Imperial Bank of Commerce $48,928,571.43
Lmpass Bank $48,928,571.43

PNC Bank, National Association $48,928,571.43
Sovereign Bank, N.A. $48,922,571.43
Sumitomo Mitsui Banking Corporation $48,928,571.43
The Northern Trust Company $35,714,285.71

Total $3,000,000,000.00



JLA L/C Fronting Sublimits Appendix

Issuing Lender LIC Fronting Sublimit
ells Fargo Bank, National Association $583,333,333.33

Bank of America, N.A. $583,333,333.33
The Royal Bank of Scotland plc $583,333,333.33
Barclays Bank PLC $416,666,666.67
The Bank of Nova Scotia $416,666,666.67
The Bank of Tokyo-Mitsubishi UFJ, Ltd. $416,666,666.67

Total $3,000,000,000.00



SCHEDULE 5.11

Restricted Subsidiaries 1

Restricted Subsidiary Jurisdiction of Organization

PPL Generation, LLC Delaware
PPL Montana Holdings, LLC Delaware
PPL Montana, LLC Delaware
PPL Martins Creek, LLC Delaware
PPL Brunner Island, LLC Delaware
PPL Montour, LLC Delaware
PPL Susquehanna, LLC Delaware
PPL Holtwood, LLC Delaware
PPL EnergyPlus, LLC Pennsylvania
PPL Investment Corporation Delaware

‘As of November 6, 2012



Guaranties of Foreign Subsidiary Debt

None.

SCHEDULE 5.16



Existing Liens
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SCHEDULE 6.10

Restrictive Agreements

PPL Montana, LLC and PPL Montana Holdings, LLC: Restrictions on the payment of dividends and similar distributions
arising in connection with the pass-through certificates, lessor notes and other lease obligations relating to PPL Montana’s
leases relating to the Coistrip facility.



Existing Debt

None.

SCHEDULE 6.12



EXHIBIT A-i

Form of Notice of Borrowing

Wells Fargo Bank, National Association,
as Administrative Agent
1525 W WI Harris Boulevard
Charlotte, NC 28262
Attention: Syndication Agency Services

Ladies and Gentlemen:

This notice shall constitute a “Notice of Borrowing” pursuant to Section 2.03 of the $3,000,000,000
Amended and Restated Revolving Credit Agreement dated as of November 6, 2012 (the “Credit Agreement “) among
PPL Energy Supply, LLC, the lending institutions party thereto from time to time and Wells Fargo Bank, National
Association, as Administrative Agent. Terms defmed in the Credit Agreement and not otherwise defmed herein have the
respective meanings provided for in the Credit Agreement.

1. The date of the Borrowing will be

________________, ______________

2

2. The aggregate principal amount of the Borrowing will be .

3. The Borrowing will consist of[ Revolving] L Swingline J Loans.

4. The Borrowing will consist of j Base Rate] j Euro-Dollar] Loans.”

5. The initial Interest Period for the Loans comprising such Borrowing shall be

____________________

[Insert appropriate delivery instructions, which shall include bank and account number

PPL ENERGY SUPPLY, LLC

By:

_______________________________

Name:
Title:

2 Must be a Business Day.
3 Revolving Borrowings must be an aggregate principal amount of $10,000,000 or any larger integral multiple of $1,000,000, except the

Borrowing may be in the aggregate amount of the remaining unused Revolving Commitment. Swingline Borrowings must be an aggregate
principal amount of $5,000,000 or any larger integral multiple of $1,000,000.

4 Applicable for Revolving Loans only.
5 Applicable for Euro-Dollar Loans only. Insert “one month”, “two months”, “three months” or “six months” (subject to the provisions of the

defmition of “Interest Period”).



EXHIBIT A-2
Form of Notice of Conversion/Continuation

Wells Fargo Bank, National Association,
as Administrative Agent
1525 W WT Harris Boulevard
Charlotte, NC 28262
Attention: Syndication Agency Services

Ladies and Gentlemen:

This notice shall constitute a “Notice of Conversion/Continuation” pursuant to Section 2.06(d)(ii) of the
$3,000,000,000 Amended and Restated Amended and Restated Revolving Credit Agreement dated as of November 6,
2012 (the” Credit Agreement “) among PPL Energy Supply, LLC, the ]ending institutions party thereto from time to time
and Wells Fargo Bank, National Association, as Administrative Agent. Terms defmed in the Credit Agreement and not
otherwise defmed herein have the respective meanings provided for in the Credit Agreement.

1. The Grotip of Loans (or portion thereof) to which this notice applies is j all or a portion of all Base Rate
Loans currently outstanding] I all or a portion of all Euro-Dollar Loans currently outstanding having an Interest Period of
— months and ending on the Election Date specified below].

2. The date on which the conversion/continuation selected hereby is to be effective is

_____________(the

“Election Date “)
6

3. The principal amount of the Group of Loans (or portion thereof) to which this notice applies is
$ .7

4. [The Group of Loans (or portion thereof) which are to be converted will bear interest based upon the
[Base Rate] [Adjusted London Interbank Offered Rate].] [The Group of Loans (or portion thereof) which are to be
continued will bear interest based upon the [Base Rate] [Adjusted London Interbank Offered Rate].]

5. The Interest Period for such Loans will be

__________________.

$

6 Must be a Business Day.
7 May apply to a portion of the aggregate principal amount of the relevant Group of Loans provided that (i) such portion is allocated ratably

among the Loans comprising such Group and (ii) the portion to which such notice applies, and the remaining portion to which it does not apply,
are each $10,000,000 or any larger integral multiple of $1,000,000.

$ Applicable only in the case of a conversion to, or a continuation of, Euro-Dollar Loans. liuert “one month”, “two months”, “three months” or
“six months” (subject to the provisions of the defmition of Interest Period).



PPL ENERGY SUPPLY, LLC

By:

______________

Name:
Title:



EXHIBIT A-3
Form of Letter of Credit Request

[Insert details of Issuing LenderJ

Ladies and Gentlemen:

This notice shall constitute a “Letter of Credit Request” pursuant to Section 3.03 of the $3,000,000,000
Amended and Restated Amended and Restated Revolving Credit Agreement dated as of November 6, 2012 (the “Credit
Agreement “) among PPL Energy Supply, LLC, the lending institutions party thereto from time to time and Wells Fargo
Bank, National Association, as Administrative Agent. Terms defmed in the Credit Agreement and not otherwise defmed
herein have the respective meanings provided for in the Credit Agreement.

The undersigned hereby requests that issue a Standby Letter of Credit on

__________________

10 in the aggregate amount of $ . [This request is to extend a Letter of Credit previously
issued under the Credit Agreement; Letter of Credit No. ]

The beneficiary of the requested Standby Letter of Credit will be 11
, and such Standby Letter

of Credit will be in support of 12 and will have a stated termination date of
13

Copies of all documentation with respect to the supported transaction are attached hereto.

nsert name of Issuing Lender.
Must be a Business Day.
Insert name and address of beneficiary.
Insert a description of the obligations, the name of each agreement and/or a description of the commercial transaction to which this Letter of
Credit Request relates.

13 Insert the last date upon which drafts may be presented (which may not be later than one year after the date of issuance specified above or
beyond the fifth Business Day prior to the Termination Date).



PPL ENERGY SUPPLY, LLC

By:

___________

Name:
Title:

APPROVED:

[ISSUING LENDER]

By:

____________

Name:
Title:



EXHIBIT B

form of Note

FOR VALUE RECEWED, the undersigned, PPL ENERGY SUPPLY, LLC, a Delaware
limited liability company (the “Borrower “), promises to pay to the order of

____________________

(hereinafter, together
with its successors and assigns, called the “ Holder “), at the Administrative Agent’s Office or such other place as the
Holder may designate in writing to the Borrower, the principal sum of

____________________

ANI)

_______/100s

DOLLARS ($ ), or, if less, the principal amount of all Loans advanced by the Holder to the Borrower
pttrsuant to the Credit Agreement (as defmed below), plus interest as hereinafier provided. Such Loans may be endorsed
from time to time on the grid attached hereto, but the failure to make such notations shall not affect the validity of the
Borrower’s obligation to repay unpaid principal and interest hereunder.

All capitalized terms used herein shall have the meanings ascribed to them in that certain $3,000,000,000
Amended and Restated Amended and Restated Revolving Credit Agreement dated as of November 6, 2012 (as the same
may be amended, modified or supplemented from time to time, the” Credit Agreement “) by and among the Borrower,
the lenders party thereto (collectively, the “ Lenders “) and Wells Fargo Bank, National Association, as administrative
agent (the “Administrative Agent “) for itself and on behalf of the Lenders and the Issuing Lenders, except to the extent
such capitalized terms are otherwise defmed or limited herein.

The Borrower shall repay principal outstanding hereunder from time to time, as necessary, in order to comply with
the Credit Agreement. All amounts paid by the Borrower shall be applied to the Obligations in such order of application
as provided in the Credit Agreement.

A fmal payment of all principal amounts and other Obligations then outstanding hereunder shall be due and
payable on the maturity date provided in the Credit Agreement, or such earlier date as payment of the Loans shall be due,
whether by acceleration or otherwise.

The Borrower shall be entitled to borrow, repay, reborrow, continue and convert the Holder’s Loans (or portion
thereof) hereunder pursuant to the tenns and conditions of the Credit Agreement. Prepayment of the principal amount of
any Loan may be made as provided in the Credit Agreement.

The Borrower hereby promises to pay interest on the unpaid principal amount hereof as provided in Article II of
the Credit Agreement. literest tinder this Note shall also be due and payable when this Note shall become due (whether
at maturity, by reason of acceleration or otherwise). Overdue principal and, to the extent permitted by law, overdue
interest, shall bear interest payable on DEMAND at the default rate as provided in the Credit Agreement.

In no event shall the amount of interest due or payable hereunder exceed the maximum rate of interest allowed by
applicable law, and in the event any such payment is inadvertently made by the Borrower or inadvertently received by the
Holder, then stich excess sum shall be credited as a payment of principal, unless the Borrower shall notif’ the Holder in
writing that it elects to have such excess sum returned forthwith. It is the express intent hereof that the Borrower not pay
and the Holder not receive, directly or indirectly in any marmer whatsoever, interest in excess of that which may legally
be paid by the Borrower under applicable law.

All parties now or hereafter liable with respect to this Note, whether the Borrower, any guarantor, endorser or any
other Person or entity, hereby waive presentment for payment, demand, notice of non-payment or dishonor, protest and
notice of protest.

No delay or omission on the part of the Holder or any holder hereof in exercising its rights under this Note, or
delay or omission on the part of the Holder, the Administrative Agent or the Lenders collectively, or any of them, in
exercising its or their rights under the Credit Agreement or under any other Loan Document, or cotirse of conduct relating
thereto, shall operate as a waiver of such rights or any other right of the Holder or any holder hereof, nor shall any waiver

the Holder, the Administrative Agent, the Required Lenders or the Lenders collectively, or any of them, or any holder
\jereof, of any such right or rights on any one occasion be deemed a bar to, or waiver of, the same right or rights on any

future occasion.

The Borrower promises to pay all reasonable costs of collection, including reasonable attorneys’ fees, should this



Note be collected by or through an attorney-at-law or under advice therefrom.

This Note evidences the Holder’s Loans (or portion therof) under, and is entitled to the benefits and subject to
the terms of, the Credit Agreement, which contains provisions with respect to the acceleration of the maturity of this Note

(_Non the happening of certain stated events, and provisions for prepayment.

This Note shall be governed by and construed in accordance with the internal laws of the State of New York.

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]



N WITNESS WHEREOF, the undersigned has caused this Note to be executed by its duly authorized
representative as of the day and year first above written.

PPL ENERGY SUPPLY, LLC

By:

_________________

Name:
Title:



LOANS AND PAYMENTS OF PRiNCIPAL

Date Amount of Loan Type Amount of Principal otation Made By
Repaid



EXHIBIT C

• Form of Assignment and Assumption Agreement

This Assignment and Assumption (the “ Assignment and Assumption “) is dated as of the Effective Date set
forth below and is entered into by and between [the] [each] 14 Assignor identified on the Schedules hereto as “Assignor

[or “Assignors “ (collectively, the “Assignors “ and each] an “Assignor “) and [the] [each] 15 Assignee identified on
the Schedules hereto as “ Assignee “ or “ Assignees “ (collectively, the “ Assignees “ and each an “ Assignee “). [It is
tinderstood and agreed that the rights and obligations of [the Assignors] [the Assignees] 16 hereunder are several and not
joint.] 17 Capitalized tenus used but not defmed herein shall have the meanings given to them in the Credit Agreement
identified below (the “ Credit Agreement “), receipt of a copy of which is hereby acknowledged by [the] [each]
Assignee. The Standard Terms and Conditions set forth in Annex 1 attached hereto are hereby agreed to and incorporated
herein by reference and made a part of this Assignment and Assumption as if set forth herein in full.

For an agreed consideration, [the] [each] Assignor hereby irrevocably sells and assigns to [the Assignee] [the
respective Assignees], and [the] [each] Assignee hereby irrevocably purchases and assumes from [the Assignor] [the
respective Assignors], subject to and in accordance with the Standard Terms and Conditions and the Credit Agreement, as
of the Effective Date inserted by the Administrative Agent as contemplated below (a) all of [the Assignor’s] [the
respective Assignors’] rights and obligations in [its capacity as a Lender] [their respective capacities as Lenders] under
the Credit Agreement and any other documents or instruments delivered pursuant thereto to the extent related to the
amount and percentage interest identified below of all of sttch outstanding rights and obligations of [the Assignor] [the
respective Assignors] under the respective facilities identified below (including without limitation any letters of credit,
guarantees, and swingline loans included in such facilities) and (5) to the extent pennitted to be assigned under applicable
law, all claims, suits, causes of action and any other right of [the Assignor (in its capacity as a Lender)] [the respective
Assignors (in their respective capacities as Lenders)] against any Person, whether known or unknown, arising tinder or in
connection with the Credit Agreement, any other documents or instruments delivered pursuant thereto or the loan
transactions governed thereby or in any way based on or related to any of the foregoing, including, but not limited to,
contract claims, tort claims, malpractice claims, statutory claims and all other claims at law or in equity related to the

. its and obligations sold and assigned pursuant to clause (a) above (the rights and obligations sold and assigned by [the]
fany] Assignor to [the] [any] Assignee pursuant to clauses (a) and (b) above being referred to herein collectively as, the”
Assigned Interest “). Each such sale and assignment is without recourse to [the] [any] Assignor and, except as expressly
provided in this Assignment and Assumption, without representation or warranty by [the] [any] Assignor.

1. Assignor: See Schedule attached hereto

2. Assignee: See Schedule attached hereto

3. Borrower: PPL Energy Supply, LLC

4. Administrative Agent: Wells Fargo Bank, National Association, as the administrative agent under the Credit
Agreement

5. Credit Agreement: The $3,000,000,000 Amended and Restated Revolving Credit Agreement dated as of
November 6, 2012 by and among PPL Energy Stipply, LLC, as Borrower, the Lenders party thereto and Wells Fargo
Bank, National Association, as Administrative Agent (as amended, restated, supplemented or otherwise modified)

6. Assigned Interest: See Schedtde attached hereto

[7. Trade Date: 11$

14 For bracketed language here and elsewhere in this form relating to the Assignor(s), if the assignment is from a single Assignor, choose the firt
bracketed language. If the assignment is from multiple Assignors, choose the second bracketed language.
For bracketed language here and elsewhere in this form relating to the Assignee(s), if the assignment is to a single Assignee, choose the first
bracketed language. If the assignment is to multiple Assignees, choose the second bracketed language.

16 Select as appropriate.
17 Include bracketed language if there are either multiple Assignors or multiple Assignees.
18 To be completed if the Assignor(s) and the Assignee(s) intend that the minimum assignment amount is to be determined as of the Trade Date.



{REMAR.ThER OF PAGE NThNTIONALLY LEFT BLANK]



Effective Date:

_______________,

20

Qo BE INSERTED BY ADMIMSTRATWE AGENT AND WHICH SHALL BE THE EFFECTIVE DATE Of
cECORDATION Of TRANSFER IN THE REGISTER THEREFOR.]

The tenris set forth in this Assigmnent and Assumption are hereby agreed to:

ASSIGNOR

[NAME OF ASSIGNOR]

By:

________________

Title:

ASSIGNEE

See Schedule attached hereto



[Consented to and] ‘9Accepted:

LLS FARGO BANK, NATIONAL ASSOCIATION,
Administrative Agent, [Issuing Lender] and Swingline Lender

By_______________________________
Title:

[Consented to:] 20

PPL ENERGY SUPPLY, LLC

By________________________________
Title:

[Consented to]:

[Issuing Lender] 21,

as Issuing Lender

By______________________________
Title:

[Consented to]:

[JOINT LEAD ARRANGERS122

LLS FARGO BANK, N.A.

By:

_______________________________

Title:

BANK OF AMERICA, N.A.

By:

_______________________________

Title:

19To be added only if the consent of the Administrative Agent is required by the terms of the Credit Agreement.
20 To be added only if the consent of the Borrower is required by the terms of the Credit Agreement.
21 Add all Issuing Lender signature blocks.
22 To be added if assienment is made before Effective Date.



SCHEDULE

To Assigmnent and Assumption

iy its execution of this Schedule, the Assignee(s) agree(s) to the terms set forth in the attached Assignment and
Assumption.

Assigned Interests:

egate Amount of tAmount of Commitment!
Cornmitrnent/ Loans for all jLoans Assigned 24

ILenders 23

IPercentage Assigned of US1P Number
Commitment! Loans 25

Is Is /o

[NAME OF ASSIGNEE] 26 [and is an Affiliate of [ ident)5’ Lender]] 27

23 Amount to be adjusted by the counterparties to take into account any payments or prepayments made between the Trade Date and the
Effective Date.

24 Amount to be adjusted by the counteiparties to take into account any payments or prepayments made between the Trade Date and the
Effective Date.

25 Set forth, to at least 9 decimals, as a percentage of the Commitment/Loans of all Lenders thereunder.
26 Add additional signature blocks, as needed.
27 Select as applicable.



ANNEX 1 to Assignment and Assumption

AMENDED AND RESTATED REVOLVING CREDIT AGREEMENT DATED AS OF
NOVEMBER 6, 2012

BY AND AMONG
PPL ENERGY SUPPLY, LLC, AS BORROWER, THE LENDERS PARTY THERETO

AND WELLS FARGO BANK, NATIONAL ASSOCIATION, AS ADIvIINISTRATWE AGENT
STANDARD TERMS AND CONDITIONS FOR ASSIGNMENT AND ASSUMPTION

1. Representations and Warranties.

1.1 Assignor . [mel [Each] Assignor (a) represents and warrants that (i) it is the legal and beneficial
owner of [theJ [the relevant] Assigned Interest, (ii) [the] [such] Assigned Interest is free and clear of any lien,
encumbrance or other adverse claim and (iii) it has full power and authority, and has taken all action necessary, to execute
and deliver this Assignment and Assumption and to consummate the transactions contemplated hereby; and (b) assumes
no responsibility with respect to (i) any statements, warranties or representations made in or in connection with the Credit
Agreement or any other Loan Document, (ii) the execution, legality, validity, enforceability, genuineness, sufficiency or
value of the Loan Documents or any collateral thereunder, (iii) the financial condition of the Borrower, any of its
Subsidiaries or Affiliates or any other Person obligated in respect of any Loan Document or (iv) the performance or
observance by the Borrower, any of its Subsidiaries or Affiliates or any other Person of any of their respective obligations
under any Loan Document.

1.2. Assignee . [The] [EachJ Assignee (a) represents and warrants that (i) it has full power and
authority, and has taken all action necessary, to execute and deliver this Assignment and Assumption and to consummate
the transactions contemplated hereby and to become a Lender under the Credit Agreement, (ii) it meets all requirements
of an Eligible Assignee under the Credit Agreement (subject to receipt of such consents as may be required under the
Credit Agreement), (iii) from and after the Effective Date, it shall be bound by the provisions of the Credit Agreement as
a Lender thereunder and, to the extent of the Assigned Interest, shall have the obligations of a Lender thereunder, (iv) it
‘ç received a copy of the Credit Agreement, together with copies of the most recent financial statements delivered

,)isuant to Section 6.01 thereof, as applicable, and such other documents and infonnation as it has deemed appropriate to
make its own credit analysis and decision to enter into this Assigmuent and Assumption and to purchase [the] [the
relevant] Assigned Interest on the basis of which it has made sttch analysis and decision independently and without
reliance on the Administrative Agent or any other Lender, and (b) agrees that (i) it will, independently and without
reliance on the Administrative Agent, [the] [any] Assignor or any other Lender, and based on such documents and
information as it shall deem appropriate at the time, continue to make its own credit decisions in taking or not taking
action tinder the Loan Documents, and (ii) it will perform in accordance with their terms all of the obligations that by the
terms of the Loan Documents are required to be performed by it as a Lender.

2. Payments. From and after the Effective Date, the Administrative Agent shall make all payments in respect of
the Assigned Interest (including payments of principal, interest, fees and other amounts) to the Assignor for amounts that
have accrued to but excluding the Effective Date and to the Assignee for amounts that have accrued from and after the
Effective Date.

3. General Provisions. This Assignment and Assumption shall be binding upon, and inure to the benefit of, the
parties hereto and their respective successors and assigns. This Assigmnent and Assumption may be executed in any
number of counterparts, which together shall constitute one instrument. Delivery of an executed counterpart of a
signature page of this Assignment and Assumption by telecopy shall be effective as delivery of a manually executed
counterpart of this Assignment and Assumption. This Assignment and Assumption shall be governed by and construed in
accordance with the internal laws of the State of New York.



EXHIBIT D

Forms of Opinions of Counsel for the Borrower

[Date]

To the Administrative Agent and
each of the Lenders party to the Revolving
Credit AEreement referred to below

Re: PPL Energy Supply, Corporation
$300,000,000 Amended and Restated Revolving Credit Agreement

Ladies and Gentlemen:

We have acted as special counsel to PPL Energy Supply, LLC, a Delaware limited liability company (the “Company”), in
connection with the negotiation, execution and delivery of the $3,000,000,000 Amended and Restated Revolving Credit
Agreement dated as of November 6, 2012, among the Company, Wells Fargo Bank, National Association, as
Administrative Agent, Issuing Lender and Swingline Lender, and the other Lenders from time to time party thereto (such
Revolving Credit Agreement as so amended, the “Agreement”). This letter is being delivered to you at the request of the
Company purstiant to Section 4.0 1(e) of the Agreement.

In preparing this letter, we have reviewed the Agreernent[, and the Notes of the Company executed and delivered by the
Company on the date hereof (the “Notes”),] and the other documents executed and delivered by the Company in
connection with the Agreement. In addition, we have reviewed the Certificate of fonnation of the Company filed with
the office of the Secretary of State of the State of Delaware on November 14, 2000, the Company’s limited liability
‘‘pany agreement dated March 20. 2001 and certified by an Assistant Secretary of the Company as of the date hereof,

he records of the Company’s proceedings relating to the authorization of the Agreement.

Subject to the assumptions, qualifications and other limitations set forth below, it is our opinion that:

1. The Company is a limited liability company validly existing and, based solely upon a certificate issued by
the Secretary of State of the State of Delaware dated November , 2012, in good standing under the
Delaware Limited Liability Company Act.

2. The Company has (a) the limited liability company power to execute and deliver, and to perform its
obligations under, the Agreement and (b) duly taken or caused to be taken all necessary limited liability
company action to authorize the execution, delivery and performance by it of the Agreement [and the
Notes].

3. The Agreement [and the Notes] has[ve] been duly executed and delivered by the Company.

4. The Agreement constitutes a valid and legally binding agreement of the Company, enforceable against the
Company in accordance with its terms.

5. [The Notes constitute valid and legally binding obligations of the Company, enforceable against the
Company in accordance with their terms.]

6. The Company is not an “investment company” within the meaning of the Investment Company Act of
1940, as amended.

7. The borrowings under the Agreement and the use of proceeds thereof as contemplated by the Agreement
do not violate Regulation U or X of the Board of Governors of the Federal Reserve System.

In rendering our opinions, we have (a) without independent verification, relied, with respect to factual matters, statements
and conclusions, on certificates, notifications and statements, whether written or oral, of governmental officials and
individuals identified to us as officers and representatives of the Company and on the representations made by the



Company in the Agreement and other documents delivered to you in connection therewith and (b) reviewed originals, or
copies of stich agreements, documents and records as we have considered relevant and necessary as a basis for our
opinions. [In rendering the opinions set forth in paragraphs 1 through 3 above, we note that any exercise by the Company
of the option to increase the Commitments as contemplated in Section 2.19 of the Agreement may require additional

4thorization by the Company’s Board of Managers. We note that, as counsel to the Company, we do not represent it
,enerally and there may be facts relating to the Company of which we have no knowledge.]

We have assumed (a) the accuracy and completeness of all certificates, agreements, documents, records and other
materials submitted to us; (b) the authenticity of original certificates, agreements, documents, records and other materials
submitted to us; (c) the conformity with the originals of any copies submitted to us; (d) the genuineness of all signatures;
(e) the legal capacity of all natural persons; (f) that the Agreement constitutes the valid, legally binding and enforceable
agreement of the parties thereto under all applicable law (other than, in the case of the Company, the law of the State of
New York); (g) that the execution and delivery by the Company of, and the performance by the Company of its
obligations tinder, the Agreement and the Notes does not and will not (i) breach or violate (A) any agreement or
instrument to which the Company or any of its affiliates is a party or by which the Company or any of its affiliates or any
of their respective properties may be bound, (B) any authorization, consent, approval or license (or the like) of, or
exemption (or the like) from, or any registration or filing (or the like) with, or report or notice (or the like) to, any
governmental unit, agency, commission, department or other authority granted to or otherwise applicable to the Company
or any of its affiliates or any of their respective properties (each a “Governmental Approval”), (C) any order, decision,
judgment or decree that may be applicable to the Company or any of its affiliates or any of their respective properties, or
(D) any law (other than the law of the State of New York and the federal law of the United States), or (ii) require any
Governmental Approval; (h) that the Company is engaged only in the businesses described in its Annual Report on Form
10-K for the year ended December 31, 2011 filed with the Securities and Exchange Commission; (1) that there are no
agreements, understandings or negotiations between the parties not set forth in the Agreement that would modify the
terms thereof or the rights and obligations of the parties thereunder; and (j) for purposes of our opinion in paragraph 4 as
it relates to the choice-of-law provisions in the Agreement, that the choice of law of the State of New York as the
governing law of the Agreement would not restilt in a violation of an important public policy of another state or country
having greater contacts with the transactions contemplated by the agreement than the State of New York.

iw opinions are subject to and limited by the effect of(a) applicable bankruptcy, insolvency, fraudulent conveyance,
iraudulent transfer, receivership, conservatorship, arrangement, moratorium and other similar laws affecting and relating
to the rights of creditors generally; (b) general equitable principles; (c) requirements of reasonableness, good faith, fair
dealing and materiality; (d) Article 9 of the Unifonu Commercial Code regarding restrictions on assigmuent or transfer of
rights; and (e) additionally in the case of(i) indenmities, a requirement that facts, known to the indemnitee but not the
indemnitor, in existence at the time the indemnity becomes effective that would entitle the indemnitee to indemnification
be disclosed to the indemnitor, and a requirement that an indemnity provision will not be read to impose obligations upon
indenmitors which are neither disclosed at the time of its execution nor reasonably within the scope of its terms and
overall intention of the parties at the time of its making, (ii) waivers, Sections 9-602 and 9-603 of the Uniform
Commercial Code, and (iii) indenmities, waivers and exculpatory provisions, public policy.

We express no opinion with respect to the following sections of the Agreement: (i) Section 9.02 (cumulative remedies),
(ii) provisions relating to rules of evidence or quantum of proof, (iii) Section 9.07 (submission to jurisdiction and waiver
of inconvenient forum), insofar as such sections relate to federal courts (except as to the personal jurisdiction thereof), and
(choice of venue. i.e., requiring actions to be commenced in a particular court in a particular jurisdiction), and (iv) Section
9.11 (waiver ofjury trial), insofar as such section is sought to be enforced in a federal court.

We express no opinion as to the law of any jurisdiction other than the law of the State of New York and the federal law of
the United States of America, and, with respect to our opinions in paragraphs 1 through 3, the Delaware Limited Liability
Company Act, and in each case, only such law that in our experience is normally applicable to transactions of the type
contemplated by the Agreement and excluding (i) any law that is part of a regulatory regime applicable to specific assets
or businesses of the lenders and (ii) the statutes and ordinances, the administrative decisions, and the rules and regulations
of counties, towns, municipalities and special political subdivisions.

This letter speaks only as of the date hereof. We have no responsibility or obligation to update this letter or to take into
jcount changes in law or facts or any other development of which we may later become aware.

This letter is delivered by tts as special counsel for the Company solely for your benefit in connection with the transaction



referred to herein and may not be used, circulated, quoted or otherwise referred to or relied upon for any other purpose or
by any other person or entity without our prior written consent.

Very truly yours,



[Date]

the Administrative Agent and
cach of the Lenders party to the
Credit Agreement referred to below

Re: $3,000,000,000 Amended and Restated Revolving Credit Agreement

Ladies and Gentlemen:

I am Senior Counsel of PPL Services Corporation, an affiliate of PPL Energy Supply, LLC (the “Borrower”), and
have acted as counsel to the Borrower in connection with the $3,000,000,000 Amended and Restated Revolving Credit
Agreement dated as of November 6, 2012 among the Borrower, Wells Fargo Bank, National Association, as
Administrative Agent, Issuing Lender and Swingline Lender and the other Lenders from time to time party thereto (the
“Agreement”). Capitalized terms used but not defmed herein have the meaning assigned to such terms in the Agreement.

I am familiar with the Agreement [and the Notes of the Borrower executed and delivered by the Borrower on the
date hereof (the “Notes”),] and the other documents executed and delivered by the Borrower in connection with the
Agreement. I have also examined such other documents and satisfied myself as to such other matters as I have deemed
necessary in order to render this opinion. I have assumed that the Agreement and instruments referred to in this opinion
have been duly authorized, executed and delivered by all parties thereto other than the Borrower.

Based on the foregoing, I am of the opinion that:

1. The execution, delivery and performance by the Borrower of the Agreement [and the Notes] have been
duly authorized by the Borrower and do not violate any provision of law or regulation or any decree, order, writ or
judgment applicable to the Borrower, or any provision of its limited liability company agreement, or result in the breach

or constitute a default under any indenture or other agreement or instrument known to me to which it is a party.

2. [Each of] the Agreement [and the Notes] has been duly executed and delivered by the Borrower, and
constitutes the legal, valid and binding obligation of the Borrower, enforceable against the Borrower in accordance with
its terms, except to the extent limited by (a) bankruptcy, insolvency, reorganization or other similar laws relating to or
affecting the enforceability of creditors’ rights generally and by general equitable principles that may limit the right to
obtain equitable remedies regardless of whether enforcement is considered in a proceeding of law or equity or (b) any
applicable public policy on enforceability of provisions relating to indenmification, contribution, waivers and exctilpatory
provisions.

3. Except as disclosed in or contemplated by the Borrower’s Annual Report on form 10-K for the year
ended December 31, 2011, or in other reports filed under the Securities Exchange Act of 1934 from January 1, 2012 to the
date hereof, or otherwise furnished in writing to the Administrative Agent, no litigation, arbitration or administrative
proceeding or inquiry is pending or, to my knowledge, threatened which, if determined adversely to the Borrower, would
materially and adversely affect the ability of the Borrower to perform any of its obligations under the Agreement [or the
Notes]. To my knowledge, there is no litigation, arbitration or administrative proceeding pending or threatened that
questions the validity of the Agreement [or the Notes].

4. The Borrower is not engaged principally, or as one of its important activities, in the business of extending
credit for the purpose of purchasing or carrying any “margin stock” within the meaning of Regulation U of the Board of
Governors of the Federal Reserve System.

5. There have not been any “reportable events,” as that term is defined in Section 4043 of the Employee
Retirement Income Security Act of 1974, as amended, which would result in a material liability of the Borrower.

6. No authorization, consent or approval of any Governmental Authority of the United States of America or
ie State of New York is required for the execution, delivery or performance of the Agreement by the Borrower or for the

1orrowings by the Borrower thereunder, except such authorizations, consents and approvals as have been obtained prior
to the date hereof, which authorizations, consents and approvals are in full force and effect.



This opinion is limited to the laws of the State of New York, the Delaware Limited Liability Company Act and the
federal laws of the United States of America.

Without my prior written consent, this opinion may not be furnished or quoted to, or relied upon by, any other
(rson or entity for any purpose.

Very truly yours,

Frederick C. Paine



EXHIBIT E

Form of Notice of Revolving Increase

Dated as of:

________________

PPL ENERGY SUPPLY, LLC (the “Borrower “), in connection with the $3,000,000,000 Amended and Restated
Revolving Credit Agreement dated as of November 6, 2012, among the Borrower, Wells Fargo Bank, National
Association, as Administrative Agent, and the Lenders party thereto from time to time (the” Credit Agreement “),
hereby certifies that:

1. The Borrower has obtained an agreement from certain fmancial institutions to increase their Revolving
Commitments in the aggregate amount of____________________________________ ($ ) 2$ (the”
Commitment Increase “).

2. All of the representations and warranties of the Borrower made under the Credit Agreement (including,
without limitation, all representations and warranties with respect to the Borrower’s Subsidiaries) and the other Loan
Documents are as of the date hereof, and will be as of the effective date of the Commitment Increase, true and correct in
all material respects except to the extent that such representations and warranties specifically refer to an earlier date, in
which case they are true and correct as of such earlier date.

3. There does not exist, as of this date, and there will not exist after giving effect to the Commitment
Increase, any Default or Event of Default under the Credit Agreement.

4. All necessary governmental, regulatory and third party approvals, if required, have been obtained or
made, are in full force and effect and are not subject to any pending or, to the knowledge of the Borrower, threatened
reversal or cancellation.. 5. Attached hereto as Annex A are resolutions adopted by the Borrower authorizing such Commitment

ease, and such resolutions are true and correct and have not been altered, amended or repealed and are in full force
and effect.

Capitalized terms used in this Notice of Revolving Increase and not otherwise defmed herein are used as defmed
in the Credit Agreement.

[REMAIIDER OF THIS PAGE INTENTIONALLY LEFT BLANK]

28Each Optional Conijnitment Increase shall be in a minimum amount of $50,000,000.



TN WITNESS WHEREOF, the Borrower, acting through an authorized signatory, has signed this Notice of
Revolving Increase as of the day and year first above written.

PPL ENERGY SUPPLY, LLC

By:

________________

Name:
Title:



Annex A to Exhibit E
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AMENDED AND RESTATED REVOLVING CREDIT AGREEMENT (this “Agreement “) dated as of November 6, 2012
is entered into among KENTUCKY UTILITIES COMPANY, a Kentucky corporation and a Virginia corporation (the “ Borrower “), the

NDERS party hereto from time to time and WELLS FARGO BANK, NATIONAL ASSOCIATION, as Administrative Agent. The parties
.reto agree as follows:

RECITALS

WHEREAS, the Borrower is a party to that certain $400,000,000 Revolving Credit Agreement dated as of November 1, 2010, among the
Borrower, the lenders party thereto and Wells Fargo Bank, National Association, as administrative agent, as amended, modified, restated and
supplemented from time to time (the “ Existing Credit Agreement “); and

WHEREAS, the Borrower has requested that the Administrative Agent and the Lenders amend and restate the Existing Credit
Agreement to, among other things, decrease the fronting sublimit for letters of credit and extend the maturity date, and the Administrative Agent
and the Lenders have agreed to such amendment and restatement on the terms and conditions set forth herein;

NOW, THEREFORE, in consideration of the mutual covenants and agreements herein contained, the parties hereto agree that the Existing
Credit Agreement is hereby amended and restated in its entirety, and do further agree as follows:

ARTICLE I
DEFIMTIONS

Section 1.01. Definitions . All capitalized terms used in this Agreement or in any Appendix, Schedule or Exhibit hereto which are not
otherwise defined herein or therein shall have the respective meanings set forth below.

“Adjusted London Interbank Offered Rate” means, for any Interest Period, a rate per annum equal to the quotient obtained
(rounded upward, if necessary, to the nearest 1/100th of 1%) by dividing (i) the London Interbank Offered Rate for such Interest Period by (ii)
1.00 minus the Euro-Dollar Reserve Percentage.

“Administrative Agent” means Wells Fargo Bank, in its capacity as administrative agent for the Lenders hereunder and under
the other Loan Documents, and its successor or successors in such capacity.

. “ Administrative questionnaire” means, with respect to each Lender, an administrative questionnaire in the form provided by
Administrative Agent and submitted to the Administrative Agent (with a copy to the Borrower) duly completed by such Lender.

“Affiliate “means, with respect to any Person, any other Person who is directly or indirectly controlling, controlled by or under
common control with such Person. A Person shall be deemed to control another Person if such Person possesses, directly or indirectly, the power
to direct or cause the direction of the management or policies of the controlled Person, whether through the ownership of stock or its equivalent,
by contract or otherwise.

Agent “ means the Administrative Agent, the Syndication Agents, the Joint Lead Arrangers, the Documentation Agents or
each Person that shall become a joint lead arranger pursuant to the terms of the Commitment Letters and “Agents” means all of the foregoing.

Agreement “ has the meaning set forth in the introductory paragraph hereto, as this Agreement may be amended, restated,
supplemented or modified from time to time.

“Amendment Fee “ has the meaning set forth in Section 4.0 1(i).

Applicable Lending Office” means, with respect to any Lender, (i) in the case of its Base Rate Loans, its Base Rate Lending
Office and (ii) in the case of its Euro-Dollar Loans, its Euro-Dollar Lending Office.

“Applicable Percentage “ means, for purposes of calculating (i) the applicable interest rate for any day for any Base Rate Loans
or Euro-Dollar Loans, (ii) the applicable rate for the Commitment Fee for any day for purposes of Section 2.07(a) or (iii) the applicable rate for
the Letter of Credit Fee for any day for purposes of Section 2.07(b), the appropriate applicable percentage set forth below corresponding to one
rating level below the then current highest Borrower’s Ratings; provided , that, in the event that the Borrower’s Ratings shall fall within different
levels and ratings are maintained by both Rating Agencies, the applicable rating shall be based on the higher of the two ratings unless one of the
ratings is two or more levels lower than the other, in which case the applicable rating shall be determined by reference to the level one rating
lower than the higher of the two ratings:

Applicable . Applicable PercentageBorrower s Ratmgs Applicable Percentage forPercentage for for Euro-Dollar Loans(S&P /Moody s) . Base Rate LoansCommitment Fees and Letter of Credit Fees
Categoty A A from S&P / A2 from 0.100% 0.000% 1.000%

Moody’s
Category B >A- from S&P / A3 from 0.125% 0.125% 1.125%

Moody’s
Category C BBB± from S&P/Baal from 0.175% 0.250% 1.250%



Moody’s
‘ Category D BBB from S&PI Baa2 from 0.200% 0.500% 1.500%
. Moody’s

Category E BBB- from S&P / Baa3 from 0.250% 0.625% 1.625%

_____________

Moody’s

_______________ ____________________
____________

Category F BB+ from S&P / BaY 0.350% 0.875% 1.875%

_______________

from Moody’s

______________ __________________
________________

Asset Sale “ shall mean any sale of any assets, including by way of the sale by the Borrower or any of its Subsidiaries of
equity interests in such Subsidiaries.

“Assignee “ has the meaning set forth in Section 9.06(c).

“Assignment and Assumption Agreement “means an Assigmnent and Assumption Agreement, substantially in the form of
attached Exhibit C, under which an interest of a Lender hereunder is transferred to an Eligible Assignee pursuant to Section 9.06(c).

“Availability Period “ means the period from and including the Effective Date to but excluding the Termination Date.

“Bankruptcy Code “ means the Bankruptcy Reform Act of 1978, as amended, or any successor statute.

“Base Rate “ means for any day a rate per annum equal to the highest of (i) the Prime Rate for such day, (ii) the sum of 1/2 of
1% plus the Federal Funds Rate for such day and (iii) except during any period of time during which a notice delivered to the Borrower under
Section 2.14 or Section 2.15 shall remain in effect, the London Interbank Offered Rate p]j1%.

“Base Rate Borrowing” means a Borrowing comprised of Base Rate Loans.

Base Rate Lending Office “ means, as to each Lender, its office located at its address set forth in its Administrative
Questionnaire (or identified in its Administrative Questionnaire as its Base Rate Lending Office) or such other office as such Lender may
hereafier designate as its Base Rate Lending Office by notice to the Borrower and the Administrative Agent.

“Base Rate Loan “ means (a) a Loan (other than a Swingline Loan) in respect of which interest is computed on the basis of the
Base Rate and (h) a Swingline Loan in respect of which interest is computed on the basis of the LIBOR Market Index Rate.

“Borrower “ has the meaning set forth in the introductory paragraph hereto.

“Borrower’s Rating “means the senior secured long-term debt rating of the Borrower from S&P or Moody’s.

“Borrowing “ means a group of Loans of a single Type made by the Lenders on a single date and, in the case of a Euro-Dollar
Borrowing. having a single Interest Period.

Business Day “ means any day except a Saturday, Sunday or other day on which commercial banks in Charlotte, North
Carolina or New York, New York are authorized by law to close; provided , that, when used in Article Ill with respect to any action taken by or
with respect to any Issuing Lender, the term “Business Day” shall not include any day on which commercial banks are authorized by law to close
in the jurisdiction where the office at which such Issuing Lender books any Letter of Credit is located; and provided , further , that when used with
respect to any borrowing of, payment or prepayment of principal of or interest on, or the Interest Period for, a Euro-Dollar Loan, or a notice by the
Borrower with respect to any such borrowing payment, prepayment or Interest Period, the term “Business Day” shall also mean that such day is a
London Business Day.

Capital Lease” means any lease of property which, in accordance with GAAP, should be capitalized on the lessee’s balance
sheet.

Capital Lease Obligations” means, with respect to any Person, all obligations of such Person as lessee under Capital Leases,
in each case taken at the amount thereof accounted for as liabilities in accordance with GAAP.

“Change of Control “means (i) the acquisition by any Person, or two or more Persons acting in concert, of beneficial ownership
(within the meaning of Rule 13d-3 of the Securities and Exchange Commission under the Securities Exchange Act of 1934, as amended) of 25%
or more of the outstanding shares of voting stock of PPL Corporation or its successors or (ii) the failure at any time of PPL Corporation or its
successors to own 80% or more of the outstanding shares of the Voting Stock in the Borrower.

“Commitment “ means, with respect to any Lender, the commitment of such Lender to (i) make Loans under this Agreement,
(ii) refund or purchase participations in Swingline Loans pursuant to Section 2.02 and (iii) purchase participations in Letters of Credit pursuant to
Article Ill hereof, as set forth in the Commitment Appendix and as such Commitment may be reduced from time to time pursuant to Section 2.08
or Section 9.06(c) or increased from time to time pursuant to Section 2.19 or Section 9.06(c).

“Commitment Appendix “means the Appendix attached under this Agreement identified as such.

“Commitment Fee “ has the meaning set forth in Section 2.07(a).

“Commitment Letters” means (i) that certain commitment letter dated as of September 24, 2012 among Wells Fargo Securities,



LLC, Wells Fargo Bank, National Association, Merrill Lynch, Pierce, Fenner & Smith Incorporated, Bank of America, N.A.,
RBS Securities Inc. and The Royal Bank of Scotland plc and (ii) that certain commitment letter dated as of October 2, 2012 among Barclays Bank
PLC, The Bank of Nova Scotia and Mitsubishi UFJ financial Group, Inc., acting through The Bank of Tokyo-Mitsubishi UFJ, Ltd. and Union
Bank, N.A., each conimitment letter addressed to and acknowledged and agreed to by the Borrower.

(‘) “ Commitment Ratio “ shall mean, with respect to any Lender, the percentage equivalent of the ratio which such Lender’s
..ommitment bears to the aggregate amount of all Commitments.

“Consolidated Capitalization” shall mean the sum of, without duplication, (A) the Consolidated Debt (without giving effect to
clause (b) of the definition of “Consolidated Debt”) and (B) the consolidated shareowners’ equity (determined in accordance with GAAP) of the
common, preference and preferred shareowners of the Borrower and minority interests recorded on the Borrower’s consolidated fmancial
statements (excluding from shareowner’s equity (i) the effect of all unrealized gains and losses reported under Financial Accounting Standards
Board Accounting Standards Codification Topic 815 in connection with (x) forward contracts, futures contracts, options contracts or other
derivatives or hedging agreements for the future delivery of electricity, capacity, fuel or other commodities and (y) Interest Rate Protection
Agreements, foreign currency exchange agreements or other interest or exchange rate hedging arrangements and (ii) the balance of accumulated
other comprehensive income/loss of the Borrower on any date of determination solely with respect to the effect of any pension and other post-
retirement benefit liability adjustment recorded in accordance with GAAP), except that for purposes of calculating Consolidated Capitalization of
the Borrower, Consolidated Debt of the Borrower shall exclude Non-Recourse Debt and Consolidated Capitalization of the Borrower shall
exclude that portion of shareowners’ equity attributable to assets securing Non-Recourse Debt.

Consolidated Debt “ means the consolidated Debt of the Borrower and its Consolidated Subsidiaries (determined in
accordance with GAAP), except that for purposes of this definition (a) Consolidated Debt shall exclude Non-Recourse Debt of the Borrower and
its Consolidated Subsidiaries, and (b) Consolidated Debt shall exclude (i) Hybrid Securities of the Borrower and its Consolidated Subsidiaries in
an aggregate amount as shall not exceed 15% of Consolidated Capitalization and (ii) Equity-Linked Securities in an aggregate amount as shall not
exceed 15% of Consolidated Capitalization.

Consolidated Subsidiary “ means with respect to any Person at any date any Subsidiary of such Person or other entity the
accounts of which would be consolidated with those of such Person in its consolidated fmancial statements if such statements were prepared as of
such date in accordance with GAAP.

“Continuing Lender “ means with respect to any event described in Section 2.08(b), a Lender which is not a Retiring Lender,
and “Continuing Lenders” means any two or more of such Continuing Lenders.

Corporation “ means a corporation, association, company, joint stock company, limited liability company, partnership or
,i iziness trust.

“Credit Event” means a Borrowing or the issuance, renewal or extension of a Letter of Credit.

“Debt” of any Person means, without duplication, (i) all obligations of such Person for borrowed money, (ii) all obligations of
such Person evidenced by bonds, debentures. notes or similar instruments, (iii) all Guarantees by such Person of Debt of others, (iv) all Capital
Lease Obligations and Synthetic Leases of such Person, (v) all obligations of such Person in respect of Interest Rate Protection Agreements,
foreign currency exchange agreements or other interest or exchange rate hedging arrangements (the amount of any such obligation to be the net
amount that would be payable upon the acceleration, termination or liquidation thereof), but only to the extent that such net obligations exceed
$75,000,000 in the aggregate and (vi) all obligations of such Person as an account party in respect of letters of credit and bankers’ acceptances;
provided , however ,that “Debt” of such Person does not include (a) obligations of such Person under any installment sale, conditional sale or title
retention agreement or any other agreement relating to obligations for the deferred purchase price of property or services, (b) obligations under
agreements relating to the purchase and sale of any commodity, including any power sale or purchase agreements, any commodity hedge or
derivative (regardless of whether any such transaction is a “financial” or physical transaction), (c) any trade obligations or other obligations of
such Person incurred in the ordinary course of business or (d) obligations of such Person under any lease agreement (including any lease intended
as security) that is not a Capital Lease or a Synthetic Lease.

“Default “ means any condition or event which constitutes an Event of Default or which with the giving of notice or lapse of
time or both would, unless cured or waived, become an Event of Default.

“Defau1tin Lender” means at any time any Lender with respect to which a Lender Default is in effect at such time.

“Documentation Aeents “means Barclays Bank PLC, The Bank of Nova Scotia and Mitsubishi UFJ Financial Group, Inc.,
acting through The Bank of Tokyo-Mitsubishi UTJ, Ltd. and Union Bank N.A., each in its capacity as a documentation agent in respect of this
Agreement.

“Dollars “ and the sign “$“ means lawful money of the United States of America.

“Effective Date “means the date on which the Administrative Agent determines that the conditions specified in or pursuant to
Section 4.01 have been satisfied.

Eligible Assignee “ means (i) a Lender; (ii) a comtnercial bank organized under the laws of the United States and having a
combined capital and surplus of at least $1 00.000,000; (iii) a commercial bank organized under the laws of any other country which is a member
of the Organization for Economic Cooperation and Development, or a political subdivision of any such country, and having a combined capital
and surplus of at least $100,000,000; provided , that such bank is acting through a branch or agency located and licensed in the United States; or



(iv) an Affiliate of a Lender that is an “accredited investor” (as defined in Regulation D under the Securities Act of 1933, as
amended); provided , that, in each case (a) upon and following the occurrence of an Event of Default, an Eligible Assignee shall mean any Person
other than the Borrower or any of its Affiliates and (b) notwithstanding the foregoing, “Eligible Assignee” shall not include the Borrower or any
of its Affiliates.

Environmental Laws “ means any and all federal, state and local statutes, laws, regulations, ordinances, rules, judgments,
ders, decrees, permits, concessions, grants, franchises, licenses or other written governmental restrictions relating to the environment or to

emissions, discharges or releases of pollutants, contaminants, petroleum or petroleum products, chemicals or industrial, toxic or Hazardous
Substances or wastes into the environment including, without limitation, ambient aft, surface water, ground water, or land, or otherwise relating to
the manufacture, processing, distribution, use, treatment, storage, disposal, transport or handling of pollutants, contaminants, petroleum or
petroleum products, chemicals or industrial, toxic or Hazardous Substances or wastes.

“Environmental Liabilities “means all liabilities (including anticipated compliance costs) in connection with or relating to the
business, assets, presently or previously owned, leased or operated property, activities (including, without limitation, off-site disposal) or
operations of the Borrower or any of its Subsidiaries which arise under Environmental Laws.

Equity-Linked Securities “ means any securities of the Borrower or any of its Subsidiaries which are convertible into, or
exchangeable for, equity securities of the Borrower, such Subsidiary or PPL Corporation, including any securities issued by any of such Persons
which are pledged to secure any obligation of any holder to purchase equity securities of the Borrower, any of its Subsidiaries or PPL Corporation.

“ERJSA “ means the Employee Retirement Income Security Act of 1974, as amended, or any successor statute.

ERISA Group “ means the Borrower and all members of a controlled group of corporations and all trades or businesses
(whether or not incorporated) under common control which, together with the Borrower, are treated as a single employer under Section 4 14(b) or
(c) of the Internal Revenue Code.

“Euro-Dollar Borrowing” means a Borrowing comprised of Euro-Dollar Loans.

Euro-Dollar Lending Office “ means, as to each Lender, its office, branch or Affiliate located at its address set forth in its
Administrative Questionnaire (or identified in its Administrative Questionnaire as its Euro-Dollar Lending Office) or such other office, branch or
Affiliate of such Lender as it may hereafter designate as its Euro-Dollar Lending Office by notice to the Borrower and the Administrative Agent.

“Euro-Dollar Loan “means a Loan in respect of which interest is computed on the basis of the Adjusted London Interbank
Offered Rate pursuant to the applicable Notice of Borrowing or Notice of Conversion/Continuation.

Euro-Dollar Reserve Percentage “ of any Lender for the Interest Period of any LIBOR Rate Loan means the reserve
percentage applicable to such Lender during such Interest Period (or if more than one such percentage shall be so applicable, the daily average of
such percentages for those days in such interest Period during which any such percentage shall be so applicable) under regulations issued from
time to time by the Board of Governors of the federal Reserve System (or any successor) for determining the maximum reserve requirement
(including, without limitation, any emergency, supplemental or other marginal reserve requirement) then applicable to such Lender with respect to
liabilities or assets consisting of or including “Eurocurrency Liabilities” (as defined in Regulation D). The Adjusted London Interbank Offered
Rate shall be adjusted automatically on and as of the effective date of any change in the Euro-Dollar Reserve Percentage.

“Event of Default “has the meaning set forth in Section 7.01.

“Existing Credit Agreement” has the meaning set forth in the recitals hereto.

“Extending Lenders “ has the meaning set forth in Section 9.15 hereto.

“FATCA “means Sections 1471 through 1474 of the internal Revenue Code and any regulations (whether final, temporary or
proposed) that are issued thereunder or official government interpretations thereof and any agreements entered into pursuant to Section 147 1(b) of
the Code.

“Federal Funds Rate “ means for any day the rate per annum (rounded upward, if necessaiy, to the nearest 1/100th of 1%) equal
to the weighted average of the rates on overnight Federal funds transactions with members of the Federal Reserve System arranged by Federal
funds brokers on such day, as published by the Federal Reserve Bank of New York on the Business Day next succeeding such day; provided , that
(i) if such day is not a Business Day, the Federal Funds Rate for such day shall be such rate on such transactions on the next preceding Business
Day as so published on the next succeeding Business Day, and (ii) if no such rate is so published on such next succeeding Business Day, the
Federal Funds Rate for such day shall be the average of quotations for such day on such transactions received by the Administrative Agent from
three federal funds brokers of recognized standing selected by the Administrative Agent.

Fee Letter “ means the fee letter dated as of September 24, 2012 among the Borrower, Wells Fargo Securities, LLC, Wells
Fargo Bank, Merrill Lynch, Pierce, Feimer & Smith Incorporated, Bank of America, N.A., RBS Securities Inc., and The Royal Bank of Scotland
rile, as amended, modified or supplemented from time to time.

“FERC “means the Federal Energy Regulatory Commission.

“Fronting Fee “ has the meaning set forth in Section 2.07(b).



“Fronting Sublimit “means, (a) for each JLA Issuing Bank, the amount of such JLA Issuing Bank’s commitment to issue and
honor payment obligations under Letters of Credit, as set forth on the JLA LIC Fronting Sublimits Appendix hereto and (b) with respect to any
other Issuing Lender, an amount as agreed between the Borrower and such Issuing Lender.

“GAAP” means United States generally accepted accounting principles applied on a consistent basis.

Governmental Authority” means any federal, state or local government, authority, agency, central bank, quasi-governmental
authority, court or other body or entity, and any arbitrator with authority to bind a party at law.

“Group of Loans “ means at any time a group of Revolving Loans consisting of (i) all Revolving Loans which are Base Rate
Loans at such time or (ii) all Revolving Loans which are Euro-Dollar Loans of the same Type having the same Interest Period at such time;
provided , that, if a Loan of any particular Lender is converted to or made as a Base Rate Loan pursuant to Sections 2.15 or 2.1$, such Loan shall
be included in the same Group or Groups of Loans from time to time as it would have been in if it had not been so converted or made.

Guarantee” of or by any Person means any obligation, contingent or otherwise, of such Person guaranteeing or having the
economic effect of guaranteeing any Debt of any other Person (the “primary obligor”) in any manner, whether directly or indirectly, and including
any obligation of such Person, direct or indirect, (i) to purchase or pay (or advance or supply funds for the purchase or payment of) such Debt or
to purchase (or to advance or supply funds for the purchase of) any security for payment of such Debt, (ii) to purchase or lease property, securities
or services for the purpose of assuring the owner of such Debt of the payment of such Debt or (iii) to maintain working capital, equity capital or
any other fmancial statement condition or liquidity of the primary obligor so as to enable the primary obligor to pay such Debt; provided
however , that the term Guarantee shall not include endorsements for collection or deposit in the ordinary course of business.

Hazardous Substances ‘ means any toxic, caustic or otherwise hazardous substance, including petroleum, its derivatives, by
products and other hydrocarbons, or any substance having any constituent elements displaying any of the foregoing characteristics.

Hybrid Securities “means any trust preferred securities, or deferrable interest subordinated debt with a maturity of at least 20
years issued by the Borrower, or any business trusts, limited liability companies, limited partnerships (or similar entities) (1) all of the common
equity, general partner or similar interests of which are owned (either directly or indirectly through one or more Wholly Owned Subsidiaries) at all
times by the Borrower or any of its Subsidiaries, (ii) that have been formed for the purpose of issuing hybrid preferred securities and (iii)
substantially all the assets of which consist of(A) subordinated debt of the Borrower or a Subsidiary of the Borrower, as the case may be, and (B)
payments made from time to time on the subordinated debt.

“Indemnitee “has the meaning set forth in Section 9.03(b).

“Interest Period “means with respect to each Euro-Dollar Loan, a period commencing on the date of borrowing specified in the
,licable Notice of Borrowing or on the date specified in the applicable Notice of ConversionIContinuation and ending one, two, three or six

thonths thereafter, as the Borrower may elect in the applicable notice; provided , that:

(i) any Interest Period which would otherwise end on a day which is not a Business Day shall, subject to clauses
(iii) and (iv) below. be extended to the next succeeding Business Day unless such Business Day falls in another calendar month, in which
case such Interest Period shall end on the next preceding Business Day;

(ii) any Interest Period which begins on the last Business Day of a calendar month (or on a day for which there is
no numerically coiresponding day in the calendar month at the end of such Interest Period) shall, subject to clause (iii) below, end on the
last Business Day of a calendar month; and

(iii) no Interest Period shall end after the Termination Date.

Interest Rate Protection A-eements “ means any agreement providing for an interest rate swap, cap or collar, or any other
fmancial agreement designed to protect against fluctuations in interest rates.

“Internal Revenue Code “ means the Internal Revenue Code of 1986, as amended, or any successor statute.

“Issuing Lender” means (i) each JLA Issuing Bank, each in its capacity as an issuer of Letters of Credit under Section 3.02, and
each of their respective successor or successors in such capacity and (ii) any other Lender approved as an “Issuing Lender” pursuant to Section
3.01, subject in each case to the Fronting Sublimit.

Joint Lead Arrangers “ means Wells Fargo Securities, Merrill Lynch. Pierce. Fenner & Smith Incorporated, RBS Securities
Inc., Barclays Bank PLC, The Bank of Nova Scotia and Mitsubishi UFJ Financial Group, Inc.. acting through The Bank of Tokyo Mitsubishi UFJ,
Ltd. and Union Bank, N.A., each in their capacity as joint lead arranger and joint bookrunner in respect of this Agreement.

JLA Issuing Bank “means Wells Fargo Bank, Bank of America, N.A., The Royal Bank of Scotland plc, Barclays Bank PLC,
The Bank of Nova Scotia, Mitsubishi UF] financial Group, Inc., acting through The Bank of Tokyo-Mitsubishi UFJ, Ltd. and each other Lender
(or Affiliate of a Lender) that shall become (or whose Affiliate shall become) a joint lead arranger pursuant to the terms of the Commitment

(jtters.

“KPSC “ means the Kentucky Public Service Commission.

Lender ‘ means each bank or other lending institution listed in the Commitment Appendix as having a Commitment, each



Eligible Assignee that becomes a Lender pursuant to Section 9.06(c) and their respective successors and shall include, as the
context may require, each Issuing Lender and the Swingline Lender in such capacity.

Lender Default “ means (1) the failure (which has not been cured) of any Lender to make available any Loan or any
eimbursernent for a drawing under a Letter of Credit or refunding of a Swingline Loan, in each case, within one Business Day from the date it is

‘igated to make such amount available under the terms and conditions of this Agreement or (ii) a Lender having notified, in writing, the
dministrative Agent and the Borrower that such Lender does not intend to comply with its obligations under Article II following the appointment

of a receiver or conservator with respect to such Lender at the direction or request of any regulatory agency or authority.

“Letter of Credit” means each letter of credit issued pursuant to Section 3.02 by an Issuing Lender.

“Letter of Credit Fee” has the meaning set forth in Section 2.07(b).

Letter of Credit Liabilities “ means, for any Lender at any time, the product derived by multiplying (1) the sum, without
duplication, of (A) the aggregate amount that is (or may thereafter become) available for drawing under all Letters of Credit outstanding at such
time plus (B) the aggregate unpaid amount of all Reimbursement Obligations outstanding at such time by (ii) such Lender’s Commitment Ratio.

“Letter of Credit Request “has the meaning set forth in Section 3.03.

LIBOR Market Index Rate “means, for any day, the rate for I month U.S. dollar deposits as reported on Reuters Screen
LifiORO1 as of 11:00 a.m., London time, for such day, provided, if such day is not a London Business Day, the immediately preceding London
Business Day (or if not so reported, then as determined by the Swingline Lender from another recognized source or interbank quotation).

Lien” means, with respect to any asset, any mortgage, lien, pledge, charge, security interest or encumbrance intended to
confer or having the effect of conferring upon a creditor a preferential interest.

“Loan” means a Base Rate Loan, whether such loan is a Revolving Loan or Swingline Loan, or a Euro-Dollar Loan and
“Loans” means any combination of the foregoing.

“Loan Documents “means this Agreement and the Notes.

“London Business Day “means a day on which commercial banks are open for international business (including dealings in
Dollar deposits) in London.

“London Interbank Offered Rate “ means:

(a) for any Euro-Dollar Loan for any Interest Period, the interest rate for deposits in Dollars for a period of time
comparable to such Interest Period which appears on Reuters Screen LIBOROI at approximately 11:00 A.M. (London time) two Business Days
before the first day of such Interest Period; provided ,however ,that if more than one such rate is specified on Reuters Screen L1BORO1, the
applicable rate shall be the aritlmietic mean of all such rates (rounded upwards, if necessary, to the nearest 1/100 of 1%). If for any reason such
rate is not availabte on Reuters Screen LIBORO 1, the term “London Interbank Offered Rate” means for any Interest Period, the arithmetic mean of
the rate per anrntm at which deposits in Dollars are offered by first class banks in the London interbank market to the Administrative Agent at
approximately 11:00 A.M. (London time) two Business Days before the first day of such Interest Period in an amount approximately equal to the
principal amount of the Euro-Dollar Loan of Wells Fargo Bank to which such Interest Period is to apply and for a period of time comparable to
such Interest Period.

(b) for any interest rate calculation with respect to a Base Rate Loan, the interest rate for deposits in Dollars for a period
equal to one month (commencing on the date of determination of such interest rate) which appears on Reuters Screen LIBORO 1 at approximately
11:00 A.M. (London time) on such date of determination (provided that if such day is not a Business Day for which a London Interbank Offered
Rate is quoted, the next preceding Business Day for which a London Interbank Offered Rate is quoted); provided, however, that if more than one
such rate is specified on Reuters Screen LIBOROI, the applicable rate shall be the arithmetic mean of all such rates (rounded upwards, if
necessary, to the nearest 1/1 00 of 1%). If for any reason such rate is not available on Reuters Screen L1BOROI, the term “London Interbank
Offered Rate” means for any applicable one-month interest period, the arithmetic mean of the rate per annum at which deposits in Dollars are
offered by first class banks in the London interbank market to the Administrative Agent at approximately 11:00 A.M. (London time) on such date
of determination (provided that if such day is not a Business Day for which a London Interbank Offered Rate is quoted. the neil preceding
Business Day for which a London Interbank Offered Rate is quoted) in an amount approximately equal to the principal amount of the Base Rate
Loan of Wells Fargo Bank.

“Mandatory Letter of Credit Borroin” has the meaning set forth in Section 3.09.

“Margin Stock “means “margin stock” as such term is defined in Regulation U.

Material Adverse Effect” means (i) any material adverse effect upon the business, assets, financial condition or operations of
the Borrower or the Borrower and its Subsidiaries, taken as a whole; (ii) a material adverse effect on the ability of the Borrower to perform its

ligations under this Agreement, the Notes or the other Loan Documents or (iii) a material adverse effect on the validity or enforceability of this
greement, the Notes or any of the other Loan Documents.

“Material Debt “means Debt (other than the Notes) of the Borrower in a principal or face amount exceeding $50,000,000.



Material Plan” means at any time a Plan or Plans having aggregate Unfunded Liabilities in excess of $50,000,000. For the
avoidance of doubt, where any two or more Plans, which individually do not have Unfunded Liabilities in excess of $50,000,000, but collectively
have aggregate Unfunded Liabilities in excess of $50,000,000, all references to Material Plan shall be deemed to apply to such Plans as a group.

“Moody’s “means Moody’s liwestors Service, Inc., a Delaware corporation, and its successors or, absent any such successor,
L)Dh nationally recognized statistical rating organization as the Borrower and the Administrative Agent may select.

Multiemployer Plan” means at any time an employee pension benefit plan within the meaning of Section 4001(a)(3) of
ERISA to which any member of the ERISA Group is then making or accruing an obligation to make contributions or has within the preceding five
plan years made contributions.

“New Lender” means with respect to any event described in Section 2.08(b), an Eligible Assignee which becomes a Lender
hereunder as a result of such event, and “New Lenders” means any two or more of such New Lenders.

“Non-Defaulting Lender” means each Lender other than a Defaulting Lender, and “Non-Defaulting Lenders” means any two or
more of such Lenders.

“Non-Recourse Debt” shall mean Debt that is nonrecourse to the Borrower or any asset of the Borrower.

“Non-U.S. Lender ‘“has the meaning set forth in Section 2.17(e).

“ç” shall mean a promissory note, substantially in the form of Exhibit B hereto, issued at the request of a Lender evidencing
the obligation of the Borrower to repay outstanding Revolving Loans or Swingline Loans, as applicable.

“Notice of Borrowing “has the meaning set forth in Section 2.03.

“Notice of ConversionlContinuation “ has the meaning set forth in Section 2.06(d)(ii).

“Oblications “means:

(i) all principal of and interest (including, without limitation, any interest which accrues after the commencement
of any case, proceeding or other action relating to the bankruptcy, insolvency or reorganization of the Borrower, whether or not allowed
or allowable as a claim in any such proceeding) on any Loan, fees payable or Reimbursement Obligation under, or any Note issued
pursuant to, this Agreement or any other Loan Document;

(ii) all other amounts now or hereafter payable by the Borrower and all other obligations or liabilities now
existing or hereafter arising or incurred (including, without limitation, any amounts which accrue after the commencement of any case,
proceeding or other action relating to the bankruptcy, insolvency or reorganization of the Borrower, whether or not allowed or allowable
as a claim in any such proceeding) on the part of the Borrower pursuant to this Agreement or any other Loan Document;

(iii) all expenses of the Agents as to which such Agents have a right to reimbursement under Section 9.03(a)
hereof or under any other similar provision of any other Loan Document; and

(iv) all amounts paid by any Indenmitee as to which such Indenmitee has the right to reimbursement under
Section 9.03 hereof or under any other similar provision of any other Loan Document;

together in each case with all renewals, modffications, consolidations or extensions thereof.

“OfAC”means the U.S. Department of the Treasury’s Office of Foreign Assets Control.

“Optional Increase “has the meaning set forth in Section 2.19(a).

“Other Taxes “has the meaning set forth in Section 2.17(b).

“Participant “has the meaning set forth in Section 9.06(b).

“Participant Register” has the meaning set forth in Section 9.06(b).

“PBGC” means the Pension Benefit Guaranty Corporation or any entity succeeding to any or all of its functions under ERISA.

“Permitted Business “with respect to any Person means a business that is the same or similar to the business of the Borrower or
any Subsidiary as of the Effective Date, or any business reasonably related thereto.

“ Person “ means an individual, a corporation, a partnership, an association, a limited liability company, a trust or an
incorporated association or any other entity or organization, including a government or political subdivision or an agency or instrumentality

ereof.

“Plan” means at any time an employee pension benefit plan (including a Multiemployer Plan) which is covered by Title IV of
ERISA or subject to the minimum funding standards under Section 412 of the Internal Revenue Code and either (i) is maintained, or contributed



to, by any member of the ERISA Group for employees of any member of the ERISA Group or (ii) has at any time within the
preceding five years been maintained, or contributed to, by any Person which was at such time a member of the ERISA Group for employees of
any Person which was at such time a member of the ERISA Group.

• “Prime Rate” means the rate of interest publicly announced by Wells Fargo Bank from time to time as its Prime Rate.

“Public Reporting Company “means a company subject to the periodic reporting requirements of the Securities and Exchange
Act of 1934.

“Quarterly Date” means the last Business Day of each of March, June, September and December.

“Rating Agency” means S&P or Moody’s, and “Rating Agencies” means both of them.

“Register” has the meaning set forth in Section 9.06(e).

“Regulation U “ means Regulation U of the Board of Governors of the federal Reserve System, as amended, or any successor
regulation.

“Regulation X “ means Regulation X of the Board of Governors of the federal Reserve System, as amended, or any successor
regulation.

“Reimbursement Obligations “means at any time all obligations of the Borrower to reimburse the Issuing Lenders pursuant to
Section 3.07 for amounts paid by the Issuing Lenders in respect of drawings under Letters of Credit, including any portion of any such obligation
to which a Lender has become subrogated pursuant to Section 3.09.

“Replacement Date “ has the meaning set forth in Section 2.08(b).

“Replacement Lender” has the meaning set forth in Section 2.08(b).

Required Lenders “ means at any time Non-Defaulting Lenders having at least 51% of the aggregate amount of the
Commitments of all Non-Defaulting Lenders or, if the Commitments shall have been terminated, having at least 51% of the aggregate amount of
the Revolving Outstandings of the Non-Defaulting Lenders at such time.

Responsible Officer “ means, as to any Person, the chief executive officer, president, chief fmancial officer, controller,
“easurer or assistant treasurer of such Person or any other officer of such Person reasonably acceptable to the Administrative Agent. Any
Itirnent delivered hereunder that is signed by a Responsible Officer of a Person shall be conclusively presumed to have been authorized by all

necessary corporate, partnership andlor other action on the part of such Person and such Responsible Officer shall be conclusively presumed to
have acted on behalf of such Person.

“Retiring Lender” means a Lender that ceases to be a Lender hereunder pursuant to the operation of Section 2.08(b).

“Revolving “means, when used with respect to (i) a Borrowing, a Borrowing made by the Borrower under Section 2.01, as
identified in the Notice of Borrowing with respect thereto, a Borrowing of Revolving Loans to refund outstanding Swingline Loans pursuant to
Section 2.02(b)(i), or a Mandatory Letter of Credit Borrowing and (ii) a Loan, a Loan made under Section 2.01; provided ,that, if any such loan or
loans (or portions thereof) are combined or subdivided pursuant to a Notice of ConversionlContinuation, the term “Revolving Loan” shall refer to
the combined principal amount resulting from such combination or to each of the separate principal amounts resulting from such subdivision, as
the case may be.

“Revolving Outstandings “means at any time, with respect to any Lender, the sum of (i) the aggregate principal amount of such
Lender’s outstanding Revolving Loans plus (ii) the aggregate amount of such Lender’s Swingline Exposure plus (iii) aggregate amount of such
Lender’s Letter of Credit Liabilities.

“Revolving Outstandings Excess “has the meaning set forth in Section 2.09.

Sanctioned Entity “ shall mean (i) an agency of the government of, (ii) an organization directly or indirectly controlled by, or
(iii) a Person resident in, a country that is subject to a sanctions program identified on the list maintained by OFAC and available at
http://www.treas.gov/offices/enforcement/ofac/sanctions/index.htrnl, or as otherwise published from time to time as such program may be
applicable to such agency, organization or Person.

Sanctioned Person” shall mean a Person named on the list of Specially Designated Nationals or Blocked Persons maintained
by OFAC available at hftp://www.treas.gov/offices/enforcement/ofac/sdnlindex.html, or as otherwise published from time to time.

“SEC” means the Securities and Exchange Commission.

“S&P” means Standard & Poor’s Ratings Group, a division of McGraw Hill, Inc., a New York corporation, and its successors
r, absent any such successor, such nationally recognized statistical rating organization as the Borrower and the Administrative Agent may select.

Subsidiary “means any Corporation, a majority of the outstanding Voting Stock of which is owned, directly or indirectly, by
the Borrower or one or more other Subsidiaries of the Borrower.



Swingline Borrowing “ means a Borrowing made by the Borrower under Section 2.02, as identified in the Notice of
Borrowing with respect thereto.

“ Swingline Exposure “ means, for any Lender at any time, the product derived by multiplying (i) the aggregate principal
ount of all outstanding Swingline Loans at such time by (ii) such Lender’s Commitment Ratio.

“Swingline Lender” means Wells Fargo Bank, in its capacity as Swingline Lender.

“Swingline Loan “ means any swingline loan made by the Swingline Lender to the Borrower pursuant to Section 2.02.

“Swingline Sublimit “means the lesser of(a) $20,000,000 and (b) the aggregate Commitments of all Lenders.

Swingline Termination Date “means the first to occur of (a) the resignation of Wells Fargo Bank as Administrative Agent in
accordance with Section 8.09 and (b) the Termination Date.

“Syndication Agents “ means Bank of America, N.A. and The Royal Bank of Scotland plc, each in its capacity as a syndication
agent in respect of this Agreement.

Synthetic Lease “ means any synthetic lease, tax retention operating lease, off-balance sheet loan or similar off-balance sheet
fmancing product where such transaction is considered borrowed money indebtedness for tax purposes but is classilied as an operating lease in
accordance with GAAP.

“Taxes “has the meaning set forth in Section 2.17(a).

“Termination Date “ means the earliest to occur of (a) November 6, 2017 and (b) such earlier date upon which all Commitments
shall have been terminated in their entirety in accordance with this Agreement.

“TRA” means the Tennessee Regulatory Authority.

“yp”. when used in respect of any Loan or Borrowing, shall refer to the rate by reference to which interest on such Loan or
on the Loans comprising such Borrowing is determined.

Unfunded Liabilities “ means, with respect to any Plan at any time, the amount (if any) by which (i) the value of all benefit
bilities under such Plan, determined on a plan termination basis using the assumptions prescribed by the PBGC for purposes of Section 4044 of

:A, exceeds (ii) the fair market value of all Plan assets allocable to such liabilities under Title IV of ERISA (excluding any accrued but unpaid
contributions), all determined as of the then most recent valuation date for such Plan, but only to the extent that such excess represents a potential
liability of a member of the ERISA Group to the PBGC or any other Person under Title IV of ERISA.

United States “ means the United States of America, including the States and the District of Columbia, but excluding its
territories and possessions.

“Voting Stock “means stock (or other interests) of a Corporation having ordinary voting power for the election of directors,
managers or trustees thereof, whether at all times or only so long as no senior class of stock has such voting power by reason of any contingency.

“VSCC” means the Virginia State Corporation Commission.

Wells Fargo Bank “ means Wells Fargo Bank, National Association, and its successors.

“Wells Fargo Securities “ means Wells Fargo Securities, LLC, and its successors and assigns.

Wholly Owned Subsidiary” means, with respect to any Person at any date, any Subsidiary of such Person all of the Voting
Stock of which (except directors’ qualifying shares) is at the time directly or indirectly owned by such Person.

ARTICLE II
THE CREDITS

Section 2.01. Coimnitments to Lend. Each Lender severally agrees, on the terms and conditions set forth in this Agreement, to make
Revolving Loans to the Borrower pursuant to this Section 2.01 from time to time during the Availability Period in amounts such that its Revolving
Outstandings shall not exceed its Commitment; provided , that, immediately after giving effect to each such Revolving Loan, the aggregate
principal atnount of all outstanding Revolving Loans (after giving effect to any amount requested) shall not exceed the aggregate Commitments
less the sum of all outstanding Swingline Loans and Letter of Credit Liabilities. Each Revolving Borrowing (other than Mandatory Letter of
Credit Borrowings) shall be in an aggregate principal amount of $10,000,000 or any larger integral multiple of $1,000,000 (except that any such
Borrowing may be in the agnreoate amount of the unused Commitments) and shall be made from the several Lenders ratably in proportion to their

spective Commitments. Within the foregoing limits, the Borrower may borrow under this Section 2.01, repay, or, to the extent permitted by
ection 2.10, prepay, Revolving Loans and reborrow under this Section 2.01.

Section 2.02. Swingline Loans.

—



(a) Availability. Subject to the terms and conditions of this Agreement, the Swingline Lender agrees to make Swingline
Loans to the Borrower from time to time from the Effective Date through, but not including, the Swingline Termination Date; provided, that the
aggregate principal amount of all outstanding Swingline Loans (after giving effect to any amount requested), shall not exceed the lesser of (1) the
aggregate Commitments less the sum of the aggregate principal amount of all outstanding Revolving Loans and all outstanding Letter of Credit
Liabilities and (ii) the Swingline Sublimit; and provided further , that the Borrower shall not use the proceeds of any Swingline Loan to refinance

(,‘ outstanding Swingline Loan. Each Swingline Loan shall be in an aggregate principal amount of $2,000,000 or any larger integral multiple of
]00,000 (except that any such Borrowing may be in the aggregate amount of the unused Swingline Sublimit). Within the foregoing limits, the

Borrower may borrow, repay and reborrow Swingline Loans, in each case under this Section 2.02. Each Swingline Loan shall be a Base Rate
Loan.

(b) Refunding.

(i) Swingline Loans shall be refunded by the Lenders on demand by the Swingline Lender. Such
refundings shall be made by the Lenders in accordance with their respective Commitment Ratios and shall thereafter be reflected as
Revolving Loans of the Lenders on the books and records of the Administrative Agent. Each Lender shall fund its respective
Commitment Ratio of Revolving Loans as required to repay Swingline Loans outstanding to the Swingline Lender upon demand by the
Swingline Lender but in no event later than 1:00 P.M. (Charlotte, North Carolina time) on the next succeeding Business Day after such
demand is made. No Lender’s obligation to fund its respective Commitment Ratio of a Swingline Loan shall be affected by any other
Lender’s failure to fund its Commitment Ratio of a Swingline Loan, nor shall any Lender’s Commitment Ratio be increased as a result of
any such failure of any other Lender to fund its Commitment Ratio of a Swingline Loan.

(ii) The Borrower shall pay to the Swingline Lender on demand, and in no case more than fourteen (14)
days after the date that such Swingline Loan is made, the amount of such Swingline Loan to the extent amounts received from the
Lenders are not sufficient to repay in full the outstanding Swingline Loans requested or required to be refunded. In addition, the
Borrower hereby authorizes the Administrative Agent to charge any account maintained by the Borrower with the Swingline Lender (up
to the amount available therein) in order to immediately pay the Swingline Lender the amount of such Swingline Loans to the extent
amounts received from the Lenders are not sufficient to repay in full the outstanding Swingline Loans requested orrequired to be
refunded. If any portion of any such amount paid to the Swingline Lender shall be recovered by or on behalf of the Borrower from the
Swingline Lender in bankruptcy or otherwise, the loss of the amount so recovered shall be ratably shared among all the Lenders in
accordance with their respective Commitment Ratios (unless the amounts so recovered by or on behalf ofthe Borrower pertain to a
Swingline Loan extended after the occurrence and during the continuance of an Event of Default of which the Administrative Agent has
received notice in the manner required pursuant to Section 8.05 and which such Event of Default has not been waived by the Required
Lenders or the Lenders, as applicable).. (iii) Each Lender acknowledges and agrees that its obligation to refund Swingline Loans (other than
Swingline Loans extended after the occurrence and during the continuation of an Event of Default of which the Administrative Agent has
received notice in the manner required pursuant to Section 8.05 and which such Event of Default has not been waived by the Required
Lenders or the Lenders, as applicable) in accordance with the terms of this Section is absolute and unconditional and shall not be affected
by any circumstance whatsoever, including, without limitation, non-satisfaction of the conditions set forth in Article IV. further, each
Lender agrees and acknowledges that if prior to the refunding of any outstanding Swingline Loans pursuant to this Section, one of the
events described in Section 7.0 1(h) or (i) shall have occurred, each Lender will, on the date the applicable Revolving Loan would have
been made, purchase an undivided participating interest in the Swingline Loan to be refunded in an amount equal to its Commitment
Ratio of the aggregate amount of such Swingline Loan. Each Lender will immediately transfer to the Swingline Lender, in immediately
available funds, the amount of its participation and upon receipt thereof the Swingline Lender will deliver to such Lender a certificate
evidencing such participation dated the date of receipt of such funds and for such amount. Whenever, at any time after the Swingline
Lender has received from any Lender such Lender’s participating interest in a Swingline Loan, the Swingline Lender receives any
payment on account thereof, the Swingline Lender will distribute to such Lender its participating interest in such amount (appropriately
adjusted, in the case of interest payments, to reflect the period of time during which such Lender’s participating interest was outstanding
and funded).

Section 2.03. Notice of Borrowings. The Borrower shall give the Administrative Agent notice substantially in the form of Exhibit A
I hereto (a “Notice of Borrowing “) not later than (a) 11:30 A.M. (Charlotte, North Carolina time) on the date of each Base Rate Borrowing and
(b) 12:00 Noon (Charlotte, North Carolina time) on the third Business Day before each Euro-Dollar Borrowing, specifying:

(i) the date of such Borrowing, which shall be a Business Day;

(ii) the aggregate amount of such Borrowing;

(iii) whether such Borrowing is comprised of Revolving Loans or a Swingline Loan;

(iv) in the case of a Revolving Borrowing, the initial Type of the Loans comprising such Borrowing; and

(v) in the case of a Euro-Dollar Borrowing, the duration of the initial Interest Period applicable thereto,
subject to the provisions of the defmition of Interest Period.

ortvithstanding the foregoing, no more than six (6) Groups of Euro-Dollar Loans shall be outstanding at any one time, and any Loans which
would exceed such limitation shall be made as Base Rate Loans.

Section 2.04. Notice to Lenders: funding of Revolving Loans and Swingline Loans.

-



(a) Notice to Lenders. Upon receipt of a Notice of Borrowing (other than in respect of a Borrowing of a Swingline Loan),
the Administrative Agent shall promptly notif’ each Lender of such Lender’s ratable share (if any) of the Borrowing referred to in the Notice of
Borrowing, and such Notice of Borrowing shall not thereafter be revocable by the Borrower.

(b) Funding of Loans. Not later than (a) 1:00 P.M. (Charlotte, North Carolina time) on the date of each Base Rate
•orrowing and (b) 12:00 Noon (Charlotte, North Carolina time) on the date of each Euro-Dollar Borrowing, each Lender shall make available its

ratable share of such Borrowing, in Federal or other funds immediately available in Charlotte, North Carolina, to the Administrative Agent at its
address referred to in Section 9.01. Unless the Administrative Agent determines that any applicable condition specified in Article IV has not been
satisfied, the Administrative Agent shall apply any funds so received in respect of a Borrowing available to the Borrower at the Administrative
Agent’s address not later than (a) 3:00 P.M. (Charlotte, North Carolina time) on the date of each Base Rate Borrowing and (b) 2:00 P.M.
(Charlotte. North Carolina time) on the date of each Euro-Dollar Borrowing. Revolving Loans to be made for the purpose of refunding Swingline
Loans shall be made by the Lenders as provided in Section 2.02(b).

(c) Funding By the Administrative Agent in Anticipation of Amounts Due from the Lenders. Unless the Administrative
Agent shall have received notice from a Lender prior to the date of any Borrowing (except in the case of a Base Rate Borrowing, in which case
prior to the time of such Borrowing) that such Lender will not make available to the Administrative Agent such Lender’s share of such Borrowing,
the Administrative Agent may assume that such Lender has made such share available to the Administrative Agent on the date of such Borrowing
in accordance with subsection (b) of this Section, and the Administrative Agent may, in reliance upon such assumption, make available to the
Borrower on such date a corresponding amount. If and to the extent that such Lender shall not have so made such share available to the
Administrative Agent, such Lender and the Borrower severally agree to repay to the Administrative Agent forthwith on demand such
corresponding amount, together with interest thereon for each day from the date such amount is made available to the Borrower until the date such
amount is repaid to the Administrative Agent at (i) a rate per annum equal to the higher of the Federal Funds Rate and the interest rate applicable
thereto pursuant to Section 2.06, in the case of the Borrower, and (ii) the Federal Funds Rate, in the case of such Lender. Any payment by the
Borrower hereunder shall be without prejudice to any claim the Borrower may have against a Lender that shall have failed to make its share of a
Borrowing available to the Administrative Agent. If such Lender shall repay to the Administrative Agent such corresponding amount, such
amount so repaid shall constitute such Lender’s Loan included in such Borrowing for purposes of this Agreement.

(d) Obligations of Lenders Several. The failure of any Lender to make a Loan required to be made by it as part of any
Borrowing hereunder shall not relieve any other Lender of its obligation, if any, hereunder to make any Loan on the date of such Borrowing, but
no Lender shall be responsible for the failure of any other Lender to make the Loan to be made by such other Lender on such date of Borrowing.

Section 2.05. Noteless Agreement: Evidence of Indebtedness.

(a) Each Lender shall maintain in accordance with its usual practice an account or accounts evidencing the indebtedness of
Borrower to such Lender resulting from each Loan made by such Lender from time to time, including the amounts of principal and interest

ayable and paid to such Lender from time to time hereunder.

(b) The Administrative Agent shall also maintain accounts in which it will record (a) the amount of each Loan made
hereunder, the Type thereof and the Interest Period with respect thereto, (b) the amount of any principal or interest due and payable or to become
due and payable from the Borrower to each Lender hereunder and (c) the amount of any sum received by the Administrative Agent hereunder
from the Borrower and each Lender’s share thereof.

(c) The entries maintained in the accounts maintained pursuant to paragraphs (a) and (b) above shall be prima facie
evidence of the existence and amounts of the Obligations therein recorded; provided ,however, that the failure of the Administrative Agent or
any Lender to maintain such accounts or any error therein shall not in any manner affect the obligation of the Borrower to repay the Obligations in
accordance with their terms.

(d) My Lender may request that its Loans be evidenced by a Note. In such event, the Borrower shall prepare, execute and
deliver to such Lender a Note payable to the order of such Lender. Thereafter, the Loans evidenced by such Note and interest thereon shall at all
times (including after any assignment pursuant to Section 9.06(c)) be represented by one or more Notes payable to the order of the payee named
therein or any assignee pursuant to Section 9.06(c), except to the extent that any such Lender or assignee subsequently returns any such Note for
cancellation and requests that such Loans once again be evidenced as described in paragraphs (a) and (b) above.

Section 2.06. Interest Rates

(a) Interest Rate Options. The Loans shall, at the option of the Borrower and except as otherwise provided herein, be
incurred and maintained as, or converted into, one or more Base Rate Loans or Euro-Dollar Loans.

(b) Base Rate Loans. Each Loan which is made as, or converted into, a Base Rate Loan (other than a Swingline Loan)
shall bear interest on the outstanding principal amount thereof, for each day from the date such Loan is made as, or converted into, a Base Rate
Loan until it becomes due or is converted into a Loan of any other Type, at a rate per annum equal to the sum of the Base Rate for such day plus
the Applicable Percentage for Base Rate Loans for such day. Each Loan which is made as a Swingline Loan shall bear interest on the outstanding
orincipal amount thereof, for each day from the date such Loan is made until it becomes due at a rate per annum equal to the LIBOR Market Index
te for such day plus the Applicable Percentage for Euro-Dollar Loans for such day. Such interest shall, in each case, be payable quarterly in

‘d-rears on each Quarterly Date (or, with respect to Base Rate Loans that are Swingline Loans, as the Swingline Lender and the Borrower may
otherwise agree in writing) and, with respect to the principal amount of any Base Rate Loan (other than a Swingline Loan) converted to a Euro
Dollar Loan, on the date such Base Rate Loan is so converted. Any overdue principal of or interest on any Base Rate Loan shall bear interest,
payable on demand, for each day until paid at a rate per annum equal to the sum of 2% plus the rate otherwise applicable to Base Rate Loans for



such day.

(c) Euro-Dollar Loans. Each Euro-Dollar Loan shall bear interest on the outstanding principal amount thereof, for eachday during the Interest Period applicable thereto, at a rate per annum equal to the sum of the Adjusted London Interbank Offered Rate for such
terest Period plus the Applicable Percentage for Euro-Dollar Loans for such day. Such interest shall be payable for each Interest Period on the

day thereof and, if such Interest Period is longer than three months, at intervals of three months after the first day thereof. My overdue
mcipal of or interest on any Euro-Dollar Loan shall bear interest, payable on demand, for each day until paid at a rate per annum equal to thesum of 2% plus the sum of (A) the Adjusted London Interbank Offered Rate applicable to such Loan at the date such payment was due plus (B)the Applicable Percentage for Euro-Dollar Loans for such day (Or, lithe circumstance described in Section 2.14 shall exist, at a rate per annumequal to the sum of 2% plus the rate applicable to Base Rate Loans for such day).

(d) Method of Electing Interest Rates.

(i) Subject to Section 2.06(a), the Loans included in each Revolving Borrowing shall bear interest initially
at the type of rate specified by the Borrower in the applicable Notice of Borrowing. Thereafter, with respect to each Group of Loans, the
Borrower shall have the option (A) to convert all or any part of (y) so long as no Default is in existence on the date of conversion,
outstanding Base Rate Loans to Euro-Dollar Loans and (z) outstanding Euro-Dollar Loans to Base Rate Loans; provided , in each case,
that the amount so converted shall be equal to $10,000,000 or any larger integral multiple of $1,000,000, or (B) upon the expiration of
any Interest Period applicable to outstanding Euro-Dollar Loans, so long as no Default is in existence on the date of continuation, to
continue all or any portion of such Loans, equal to $10,000,000 and any larger integral multiple of $1,000,000 in excess of that amount as
Euro-Dollar Loans. The Interest Period of any Base Rate Loan converted to a Euro-Dollar Loan pursuant to clause(A) above shall
commence on the date of such conversion. The succeeding Interest Period of any Euro-Dollar Loan continued pursuant to clause (B)
above shall commence on the last day of the Interest Period of the Loan so continued. Euro-Dollar Loans may only be converted on the
last day of the then current Interest Period applicable thereto or on the date required pursuant to Section 2.18.

(ii) The Borrower shall deliver a written notice of each such conversion or continuation (a “Notice of
ConversioniContinuation “) to the Administrative Agent no later than (A) 12:00 Noon (Charlotte, North Carolina time) at least three (3)
Business Days before the effective date of the proposed conversion to, or continuation of, a Euro Dollar Loan and (B) 11:30A.M.
(Charlotte, North Carolina time) on the day of a conversion to a Base Rate Loan. A written Notice of Conversion/Continuation shall be
substantially in the form of Exhibit A-2 attached hereto and shall specify: (A) the Group of Loans (or portion thereof) to which such
notice applies, (B) the proposed conversion/continuation date (which shall be a Business Day), (C) the aggregate amount of the Loans
being converted/continued, (D) an election between the Base Rate and the Adjusted London Interbank Offered Rate and (E) in the case of
a conversion to, or a continuation of, Euro-Dollar Loans, the requested Interest Period. Upon receipt of a Notice of
Conversion/Continuation, the Administrative Agent shall give each Lender prompt notice of the contents thereof and such Lender’s pro. rain share of all conversions and continuations requested therein. If no timely Notice of Conversion/Continuation is delivered by the
Borrower as to any Euro-Dollar Loan, and such Loan is not repaid by the Borrower at the end of the applicable Interest Period, such Loan
shall be converted automatically to a Base Rate Loan on the last day of the then applicable Interest Period.

(e) Determination and Notice of Interest Rates. The Administrative Agent shall determine each interest rate applicable tothe Loans hereunder. The Administrative Agent shall give prompt notice to the Borrower and the participating Lenders of each rate of interest sodetermined, and its determination thereof shall be conclusive in the absence of manifest error. Any notice with respect to Euro-Dollar Loans shall,without the necessity of the Administrative Agent so stating in such notice, be subject to adjustments in the Applicable Percentage applicable to
such Loans after the beginning of the Interest Period applicable thereto. When during an Interest Period any event occurs that causes an
adjustment in the Applicable Percentage applicable to Loans to which such Interest Period is applicable, the Administrative Agent shall give
prompt notice to the Borrower and the Lenders of such event and the adjusted rate of interest so determined for such Loans, and its determinationthereof shall be conclusive in the absence of manifest error.

Section 2.07. Fees.

(a) Commitment Fees. The Borrower shall pay to the Administrative Agent for the account of each Lender a fee (the”Commitment fee “) for each day at a rate per anmmi equal to the Applicable Percentage for the Commitment Fee for such day. The Commitment
Fee shall accrue from and including the Effective Date to but excluding the last day of the Availability Period on the amount by which such
Lender’s Commitment exceeds the sum of its Revolving Outstandings (solely for this purpose, exclusive of Swhigline Exposure) on such
day. The Commitment Fee shall be payable on the last day of each of March, June, September and December and on the Termination Date.

(b) Letter of Credit Fees. The Borrower shall pay to the Administrative Agent a fee (the “ Letter of Credit fee “) for eachday at a rate per annum equal to the Applicable Percentage for the Letter of Credit Fee for such day. The Letter of Credit Fee shall accrue from
and including the Effective Date to but excluding the last day of the Availability Period on the aggregate amount available for drawing under anyLetters of Credit outstanding on such day and shall be payable for the account of the Lenders ratably in proportion to their participations in such
Letter(s) of Credit. In addition, the Borrower shall pay to each Issuing Lender a fee (the “Fronting fee

“
in respect of each Letter of Credit

issued by such Issuing Lender computed at the rate of 0.20% per annum on the average amount available for drawing under such Letter(s) of
Credit. Fronting Fees shall be due and payable quarterly in arrears on each Quarterly Date and on the Termination Date (or such earlier date as allLetters of Credit shall be canceled or expire). In addition, the Borrower agrees to pay to each Issuing Lender, upon each issuance of, payment
under, and/or amendment of, a Letter of Credit, such amount as shall at the time of such issuance, payment or amendment be the administrative

‘larges and expenses which such Issuing Lender is customarily charging for issuances of, payments under, or amendments to letters of creditssued by it.

(c) Payments. Except as otherwise provided in this Section 2.07, accrued fees under this Section 2.07 in respect of Loans
and Letter of Credit Liabilities shall be payable quarterly in arrears on each Quarterly Date, on the last day of the Availability Period and, if later,



on the date the Loans and Letter of Credit Liabilities shall be repaid in their entirety. Fees paid hereunder shall not be
refundable under any circumstances.

Section 2.08. Adjustments of Commitments.

(a) Optional Termination or Reductions of Commitments (Pro-Rata’). The Borrower may, upon at least three Business
..ays’ prior written notice to the Administrative Agent, permanently (i) terminate the Commitments, if there are no Revolving Outstandings at
such time or(ii) ratably reduce from time to time by a minimum amount of $10,000,000 or any larger integral multiple of $5,000,000, the
aggregate amount of the Commitments in excess of the aggregate Revolving Outstandings. Upon receipt of any such notice, the Administrative
Agent shall promptly notif’ the Lenders. If the Commitments are terminated in their entirety, all accrued fees shall be payable on the effective
date of such termination.

(b) Optional Termination of Commitments (Non-Pro-Rata). If (i) any Lender has demanded compensation or
indenmification pursuant to Sections 2.14, 2.15, 2.16 or 2.17, (ii) the obligation of any Lender to make Euro-Dollar Loans has been suspended
pursuant to Section 2.15 or (iii) any Lender is a Defaulting Lender (each such Lender described in clauses (i), (ii) or (iii) being a “Retiring Lender
“), the Borrower shall have the right, if no Default then exists, to replace such Lender with one or more Eligible Assignees (which may be one or
more of the Continuing Lenders) (each a” Replacement Lender” and, collectively, the “ Replacement Lenders “) reasonably acceptable to the
Administrative Agent. The replacement of a Retiring Lender pursuant to this Section 2.08(b) shall be effective on the tenth Business Day (the”
Replacement Date “) following the date of notice given by the Borrower of such replacement to the Retiring Lender and each Continuing Lender
through the Administrative Agent, subject to the satisfaction of the following conditions:

(i) the Replacement Lender shall have satisfied the conditions to assignment and assumption set forth in Section 9.06
(c) (with all fees payable pursuant to Section 9.06(c) to be paid by the Borrower) and, in connection therewith, the Replacement Lender
(s) shall pay:

(A) to the Retiring Lender an amount equal in the aggregate to the sum of (x)
the principal of, and all accrued but unpaid interest on, all outstanding Loans of the Retiring Lender, (y) all unpaid
drawings that have been funded by (and not reimbursed to) the Retiring Lender under Section 3.10, together with all
accrued but unpaid interest with respect thereto and (z) all accrued but unpaid fees owing to the Retiring Lender
pursuant to Section 2.07; and

(B) to the Swingline Lender an amount equal to the aggregate amount owing by
the Retiring Lender to the Swingline Lender in respect of all unpaid refundings of Swüigline Loans requested by the
Swingline Lender pursuant to Section 2.02(b)(i), to the extent such amount was not theretofore funded by such Retiring
Lender; and

(C) to the Issuing Lenders an amount equal to the aggregate amount owing by
the Retiring Lender to the Issuing Lenders as reimbursement pursuant to Section 3.09, to the extent such amount was
not theretofore funded by such Retiring Lender; and

(ii) the Borrower shall have paid to the Administrative Agent for the account of the Retiring Lender an
amount equal to all obligations owing to the Retiring Lender by the Borrower pursuant to this Agreement and the other Loan Documents
(other than those obligations of the Borrower referred to in clause (i)(A) above).

On the Replacement Date, each Replacement Lender that is a New Lender shall become a Lender hereunder and shall succeed to
the obligations of the Retiring Lender with respect to outstanding Swingline Loans and Letters of Credit to the extent of the Commitment of the
Retiring Lender assumed by such Replacement Lender, and the Retiring Lender shall cease to constitute a Lender hereunder; provided , that the
provisions of Sections 2.12, 2.16, 2.17 and 9.03 of this Agreement shall continue to inure to the benefit of a Retiring Lender with respect to any
Loans made, any Letters of Credit issued or any other actions taken by such Retiring Lender while it was a Lender.

In lieu of the foregoing, subject to Section 2.08(e), upon express written consent of Continuing Lenders holding more than 50%
of the aggregate amount of the Commitments of the Continuing Lenders, the Borrower shall have the right to permanently terniliiate the
Commitment of a Retiring Lender in full. Upon payment by the Borrower to the Administrative Agent for the account of the Retiring Lender of
an amount equal to the sum of (i) the aggregate principal amount of all Loans and Reimbursement Obligations owed to the Retiring Lender and
(ii) all accrued interest, fees and other amounts owing to the Retiring Lender hereunder, including, without limitation, all amounts payable by the
Borrower to the Retiring Lender under Sections 2.12, 2.16, 2.17 or 9.03, such Retiring Lender shall cease to constitute a Lender hereunder;
provided , that the provisions of Sections 2.12, 2.16, 2.17 and 9.03 of this Agreement shall inure to the benefit of a Retiring Lender with respect to
any Loans made, any Letters of Credit issued or any other actions taken by such Retiring Lender while it was a Lender.

(c) Optional Termination of Defaulting Lender Commitment (Non-Pro-Rata). At any time a Lender is a Defaulting
Lender, subject to Section 2.08(e), the Borrower may terminate in full the Commitment of such Defaulting Lender by giving notice to such
Defaulting Lender and the Administrative Agent, provided, that, (i) at the time of such termination, (A) no Default has occurred and is continuing
(or alternatively, the Required Lenders shall consent to such termination) and (B) either (x) no Revolving Loans or Swingline Loans are
rutstanding or (y) the aggregate Revolving Outstandings of such Defaulting Lender in respect of Revolving Loans is zero (ii) concurrently with
ch termination, the aggregate Commitments shall be reduced by the Commitment of the Defaulting Lender; and (iii) concurrently with any

“—‘ubsequent payment of interest or fees to the Lenders with respect to any period before the termination of a Defaulting Lender’s Commitment, the
Borrower shall pay to such Defaulting Lender its ratable share (based on its Commitment Ratio before giving effect to such termination) of such
interest or fees, as applicable. The termination of a Defaulting Lender’s Commitment pursuant to this Section 2.08(c) shall not be deemed to be a
waiver of any right that the Borrower. Administrative Agent, any Issuing Lender or any other Lender may have against such Defaulting Lender.



(d) Termination Date. The Commitments shall terminate on the Termination Date.

(e) Redetermination of Commitment Ratios . On the date of tennination of the Commitment of a Retiring Lender or
Defaulting Lender pursuant to Section 2.08(b) or (c), the Commitment Ratios of the Continuing Lenders shall be redetennined after giving effect

(‘reto, and the participations of the Continuing Lenders in and obligations of the Continuing Lenders in respect of any then outstanding
wingline Loans and Letters of Credit shall thereafter be based upon such redetennined Commitment Ratios (to the extent not previously adjusted

pursuant to Section 2.20). The right of the Borrower to effect such a termination is conditioned on there being sufficient unused availability in the
Commitments of the Continuing Lenders such that the aggregate Revolving Outstandings will not exceed the aggregate Commitments after giving
effect to such termination and redetermination.

Section 2.09. Maturity of Loans; Mandatory Prepayments.

(a) S cheduled Repayments and Prepayments of Loans; Overline Repayments.

(i) The Revolving Loans shall mature on the Termination Date, and any Revolving Loans, Swingline
Loans and Letter of Credit Liabilities then outstanding (together with accrued interest thereon and fees in respect thereof) shall be due
and payable or, in the case of Letters of Credit, cash collateralized pursuant to Section 2.09(a)(ii), on such date.

(ii) If on any date the aggregate Revolving Outstandings exceed the aggregate amount of the Commitments
(such excess, a “ Revolving Outstandiiigs Excess “), the Borrower shall prepay, and there shall become due and payable (together with
accrued interest thereon) on such date, an aggregate principal amount of Revolving Loans and/or Swingline Loans equal to such
Revolving Outstandings Excess. If, at a time when a Revolving Outstandings Excess exists and (x) no Revolving Loans or Swingline
Loans are outstanding or (y) the Commitment has been terminated pursuant to this Agreement and, in either case, any Letter of Credit
Liabilities remain outstanding, then, in either case, the Borrower shall cash collateralize any Letter of Credit Liabilities by depositing into
a cash collateral account established and maintained (including the investments made pursuant thereto) by the Administrative Agent
pursuant to a cash collateral agreement in form and substance satisfactory to the Administrative Agent an amount in cash equal to the
then outstanding Letter of Credit Liabilities. In determining Revolving Outstandings for purposes of this clause (ii), Letter of Credit
Liabilities shall be reduced to the extent that they are cash collateralized as contemplated by this Section 2.09(a)(ii).

(b) Applications of Prepavments and Reductions.

(1) Each payment or prepayment of Loans pursuant to this Section 2.09 shall be applied ratably to the
respective Loans of all of the Lenders.

(ii) Each payment of principal of the Loans shall be made together with interest accrued on the amount
repaid to the date of payment.

(iii) Each payment of the Loans shall be applied to such Groups of Loans as the Borrower may designate
(or, failing such designation, as determined by the Administrative Agent).

Section 2.10. Optional Prepayments and Repayments.

(a) Prepayments of Loans. Other than in respect of Swingline Loans, the repayment of which is governed pursuant to
Section 2.02(b), subject to Section 2.12, the Borrower may (i) upon at least one (1) Business Day’s notice to the Administrative Agent, prepay any
Base Rate Borrowing or (ii) upon at least three (3) Business Days’ notice to the Administrative Agent. prepay any Euro-Dollar Borrowing, in each
case in whole at any time, or from time to time in part in amounts aggregating $10,000,000 or any larger integral multiple of $1,000,000, by
paying the principal amount to be prepaid together with accrued interest thereon to the date of prepayment. Each such optional prepayment shall
be applied to prepay ratably the Loans of the several Lenders included in such Borrowing.

(b) Notice to Lenders. Upon receipt of a notice of prepayment pursuant to Section 2.10(a), the Administrative Agent shall
promptly notify each Lender of the contents thereof and of such Lender’s ratable share (if any) of such prepayment, and such notice shall not
thereafter be revocable by the Borrower.

Section 2.11. General Provisions as to Payments

(a) Payments by the Borrower. The Borrower shall make each payment of principal of and interest on the Loans and
Letter of Credit Liabilities and fees hereunder (other than fees payable directly to the Issuing Lenders) not later than 12:00 Noon (Charlotte, North
Carolina time) on the date when due, without set-off, counterclaim or other deduction, in Federal or other funds immediately available in
Charlotte, North Carolina, to the Administrative Agent at its address referred to in Section 9.01. The Administrative Agent will promptly
distribute to each Lender its ratable share of each such payment received by the Administrative Agent for the account of the Lenders. Whenever
any payment of principal of or interest on the Base Rate Loans or Letter of Credit Liabilities or of fees shall be due on a day which is not a
Business Day, the date for payment thereof shall be extended to the next succeeding Business Day. Whenever any payment of principal of or
interest on the Euro-Dollar Loans shall be due on a day which is not a Business Day, the date for payment thereof shall be extended to the next

)cceeding Business Day unless such Business Day falls in another calendar month, in which case the date for payment thereof shall be the next
‘-._.çmeceding Business Day. If the date for any payment of principal is extended by operation of law or otherwise, interest thereon shall be payable

for such extended time.

(b) Distributions by the Administrative Agent. Unless the Administrative Agent shalt have received notice from the



Borrower prior to the date on which any payment is due to the Lenders hereunder that the Borrower will not make such
payment in full, the Administrative Agent may assume that the Borrower has made such payment in full to the Administrative Agent on such date,
and the Administrative Agent may, in reliance upon such assumption, cause to be distributed to each Lender on such due date an amount equal to
the amount then due such Lender. If and to the extent that the Borrower shall not have so made such payment, each Lender shall repay to the

dministrative Agent forthwith on demand such amount distributed to such Lender together with interest thereon, for each day from the date such
ount is distributed to such Lender until the date such Lender repays such amount to the Administrative Agent, at the Federal Funds Rate.

Section 2.12. Funding Losses. if the Borrower makes any payment of principal with respect to any Euro-Dollar Loan pursuant to the
terms and provisions of this Agreement (any conversion of a Euro-Dollar Loan to a Base Rate Loan pursuant to Section 2.18 being treated as a
payment of such Euro-Dollar Loan on the date of conversion for purposes of this Section 2.12) on any day other than the last day of the Interest
Period applicable thereto, or the last day of an applicable period fixed pursuant to Section 2.06(c), or if the Borrower fails to borrow, convert or
prepay any Euro-Dollar Loan after notice has been given in accordance with the provisions of this Agreement, or in the event of payment in
respect of any Euro-Dollar Loan other than on the last day of the Interest Period applicable thereto as a result of a request by the Borrower
pursuant to Section 2.08(b), the Borrower shall reimburse each Lender within fifteen (15) days after demand for any resulting loss or expense
incurred by it (and by an existing Participant in the related Loan), including, without limitation, any loss incurred in obtaining, liquidating or
employing deposits from third parties, but excluding loss of margin for the period after any such payment or failure to borrow or prepay; provided,
that such Lender shall have delivered to the Borrower a certificate as to the amount of such loss or expense, which certificate shall be conclusive
in the absence of manifest error.

Section 2.13. Computation of Interest and fees. Interest on Loans based on the Prime Rate hereunder and Letter of Credit Fees shall
be computed on the basis of a year of 365 days (or 366 days in a leap year) and paid for the actual number of days elapsed. MI other interest and
fees shall be computed on the basis of a year of 360 days and paid for the actual number of days elapsed (including the first day but excluding the
last day).

Section 2.14. Basis for Determining Interest Rate Inadequate, Unfair or Unavailable . If on or prior to the first day of any Interest
Period for any Euro-Dollar Loan: (a) Lenders having 50% or more of the aggregate amount of the Commitments advise the Administrative Agent
that the Adjusted London Interbank Offered Rate as determined by the Administrative Agent, will not adequately and fairly reflect the cost to such
Lenders of funding their Euro-Dollar Loans for such Interest Period; or (b) the Administrative Agent shall determine that no reasonable means
exists for determining the Adjusted London Interbank Offered Rate, the Administrative Agent shall forthwith give notice thereof to the Borrower
and the Lenders, whereupon, until the Administrative Agent notifies the Borrower and the Lenders that the circumstances giving rise to such
suspension no longer exist, (i) the obligations of the Lenders to make Euro-Dollar Loans, or to convert outstanding Loans into Euro-Dollar Loans
shall be suspended; and (ii) each outstanding Euro-Dollar Loan shall be converted into a Base Rate Loan on the last day of the current Interest
Period applicable thereto. Unless the Borrower notifies the Administrative Agent at least two (2) Domestic Business Days before the date of (or,
if at the time the Borrower receives such notice the day is the date of, or the date immediately preceding, the date of such Euro-Dollar Borrowing,() 10:00 A.M. on the date of) any Euro-Dollar Borrowing for which a Notice of Borrowing has previously been given that it elects not to borrow

such date, such Borrowing shall instead be made as a Base Rate Borrowing.

Section 2.15. Illegality . If. on or after the date of this Agreement, the adoption of any applicable law, rule or regulation, or any
change in any applicable law, rule or regulation, or any change in the interpretation or administration thereof by any Governmental Authority,
central bank or comparable agency charged with the interpretation or administration thereof, or compliance by any Lender (or its Euro-Dollar
Lending Office) with any request or directive (whether or not having the force of law) of any such authority, central bank or comparable agency
shall make it unlawful or impossible for any Lender (or its Euro-Dollar Lending Office) to make, maintain or fund its Euro-Dollar Loans and such
Lender shall so notify the Administrative Agent, the Administrative Agent shall forthwith give notice thereof to the other Lenders and the
Borrower, whereupon until such Lender notifies the Borrower and the Administrative Agent that the circumstances giving rise to such suspension
no longer exist, the obligation of such Lender to make Euro-Dollar Loans, or to convert outstanding Loans into Euro-Dollar Loans, shall be
suspended. Before giving any notice to the Administrative Agent pursuant to this Section, such Lender shall designate a different Euro-Dollar
Lending Office if such designation will avoid the need for giving such notice and will not, in the judgment of such Lender, be otherwise
disadvantageous to such Lender. If such notice is given, each Euro-Dollar Loan of such Lender then outstanding shall be converted to a Base Rate
Loan either (i) on the last day of the then current Interest Period applicable to such Euro-Dollar Loan if such Lender may lawfully continue to
maintain and fund such Loan to such day or (ii) innnediately if such Lender shall determine that it may not lawfully continue to maintain and fund
such Loan to such day.

Section 2.16. Increased Cost and Reduced Return.

(a) Increased Costs If after the Effective Date, the adoption of any applicable law, rule or regulation. or any change in
any applicable law, rule or regulation. or any change in the interpretation or administration thereof by any Governmental Authority, central bank
or comparable agency charged with the interpretation or administration thereof, or compliance by any Lender (or its Applicable Lending Office)
with any request or directive (whether or not having the force of law) of any such authority, central bank or comparable agency shall impose,
modify or deem applicable any reserve (including, without limitation, any such requirement imposed by the Board of Governors of the federal
Reserve System), special deposit, insurance assessment or similar requirement against Letters of Credit issued or participated in by, assets of,
deposits with or for the account of or credit extended by, any Lender (or its Applicable Lending Office) or shall impose on any Lender (or its
Applicable Lending Office) or on the United States market for certificates of deposit or the London interbank market any other condition affecting
its Euro-Dollar Loans, Notes, obligation to make Euro-Dollar Loans or obligations hereunder in respect of Letters of Credit, and the result of any
9f the foregoing is to increase the cost to such Lender (or its Applicable Lending Office) of making or maintaining any Euro-Dollar Loan, or of

uing or participating in any Letter of Credit, or to reduce the amount of any sum received or receivable by such Lender (or its Applicable
ending Office) under this Agreement or under its Notes with respect thereto, then, within fifteen (15) days after demand by such Lender (with a

copy to the Administrative Agent), the Borrower shall pay to such Lender such additional amount or amounts, as determined by such Lender in
good faith, as will compensate such Lender for such increased cost or reduction, solely to the extent that any such additional amounts were
incurred by the Lender within ninety (90) days of such demand.



(b) Capital Adequacy. If any Lender shall have determined that, after the Effective Date, the adoption of any applicable
law, rule or regulation regarding capital adequacy or Liquidity, or any change in any such law, rule or regulation, or any change in the
interpretation or administration thereof by any Governmental Authority, central bank or comparable agency charged with the interpretation or
administration thereof, or any request or directive regarding capital adequacy (whether or not having the force of law) of any such authority,

tral bank or comparable agency, has or would have the effect of reducing the rate of return on capital of such Lender (or any Person controlling
.ch Lender) as a consequence of such Lender’s obligations hereunder to a level below that which such Lender (or any Person controlling such

Lender) could have achieved but for such adoption, change, request or directive (taking into consideration its policies with respect to capital
adequacy), then from time to time, within fifteen (15) days after demand by such Lender (with a copy to the Administrative Agent), the Borrower
shall pay to such Lender such additional amount or amounts as will compensate such Lender (or any Person controlling such Lender) for such
reduction, solely to the extent that any such additional amounts were incurred by the Lender within ninety (90) days of such demand.

(c) Notices. Each Lender will promptly notify the Borrower and the Administrative Agent of any event of which it has
knowledge, occurring after the Effective Date, that will entitle such Lender to compensation pursuant to this Section and will designate a different
Applicable Lending Office if such designation will avoid the need for, or reduce the amount of, such compensation and will not, in the judgment
of such Lender, be othenvise disadvantageous to such Lender. A certificate of any Lender claiming compensation under this Section and setting
forth in reasonable detail the additional amount or amounts to be paid to it hereunder shall be conclusive in the absence of manifest error. In
determining such amount, such Lender may use any reasonable averaging and attribution methods.

(d) Notwithstanding anything to the contrary herein, (x) the Dodd-Frank Wall Street Reform and Consumer Protection Act
and all requests, rules, guidelines or directives thereunder or issued in connection therewith and (y) all requests, rules, guidelines or directives
promulgated by the Banic for International Settlements, the Basel Committee on Banking Supervision (or any successor or similar authority) or the
United States or foreign regulatory authorities, in each case pursuant to Basel III, shall in each case be deemed to be a “change in law” under this
Article II regardless of the date enacted, adopted or issued.

Section 2.17. Taxes.

(a) Payments Net of Certain Taxes. Any and all payments by the Borrower to or for the account of any Lender or any
Agent hereunder or under any other Loan Document shall be made free and clear of and without deduction for any and all present or future taxes,
duties, levies, imposts, deductions, charges and withholdings and all liabilities with respect thereto, excluding: (i) taxes imposed on or measured
by the net income (including branch profits or similar taxes) of, and gross receipts, franchise or similar taxes imposed on, any Agent or any
Lender by the jurisdiction (or subdivision thereof) under the laws of which such Lender or Agent is organized or in which its principal executive
office is located or, in the case of each Lender, in which its Applicable Lending Office is located, (ii) in the case of each Lender, any United States
withholding tax imposed on such payments, but only to the extent that such Lender is subject to United States withholding tax at the time such

ce’nier

first becomes a party to this Agreement or changes its Applicable Lending Office, (iii) any backup withholding tax imposed by the United
).ttes (or any state or locality thereof) on a Lender or Administrative Agent that is a “United States person” within the meaning of Section 7701

(ñ)(30) of the Internal Revenue Code, and (iv) any taxes imposed by FATCA (all such nonexcluded taxes, duties, levies, imposts, deductions,
charges, withholdings and liabilities being hereinafter referred to as” Taxes “). If the Borrower shall be required by law to deduct any Taxes from
or in respect of any sum payable hereunder or under any other Loan Document to any Lender or any Agent, (i) the sum payable shall be increased
as necessary so that after making all such required deductions (including deductions applicable to additional sums payable under this Section 2.17
(a)) such Lender or Agent (as the case may be) receives an amount equal to the sum it would have received had no such deductions been made, (ii)
the Borrower shall make such deductions, (iii) the Borrower shall pay the fttll amount deducted to the relevant taxation authority or other authority
in accordance with applicable law and (iv) the Borrower shall furnish to the Administrative Agent, for delivery to such Lender, the original or a
certified copy of a receipt evidencing payment thereof.

(b) Other Taxes. In addition, the Borrower agrees to pay any and all present or future stamp or court or documentary
taxes and any other excise or property taxes, or similar charges or levies, which arise from any payment made pursuant to this Agreement, any
Note or any other Loan Document or from the execution, delivery, performance, registration or enforcement of, or otherwise with respect to, this
Agreement, any Note or any other Loan Document (collectively,” Other Taxes “).

(c) Indeirn-iification. The Borrower agrees to indemnify each Lender and each Agent for the full amount of Taxes and
Other Taxes (including, without limitation, any Taxes or Other Taxes imposed or asserted by any jurisdiction on amounts payable under this
Section 2.17(c)), whether or not correctly or legally asserted, paid by such Lender or Agent (as the case may be) and any liability (including
penalties, interest and expenses) arising therefrom or with respect thereto as certified in good faith to the Botrower by each Lender or Agent
seeking indenmification pursuant to this Section 2.17(c). This indemnification shall be paid within 15 days after such Lender or Agent (as the
case may be) malces demand therefor.

(d) Refunds or Credits . If a Lender or Agent receives a refund, credit or other reduction from a taxation authority for any
Taxes or Other Taxes for which it has been indemnified by the Borrower or with respect to which the Borrower has paid additional amounts
pursuant to this Section 2.17, it shall within fifteen (15) days from the date of such receipt pay over the amount of such refund, credit or other
reduction to the Borrower (but only to the extent of indenmity payments made or additional amounts paid by the Borrower under this Section 2.17
with respect to the Taxes or Other Taxes giving rise to such refund, credit or other reduction), net of all reasonable out-of-pocket expenses of such
Lender or Agent (as the case may be) and without interest (other than interest paid by the relevant taxation authority with respect to such refund,
credit or other reduction); provided, however, that the Borrower agrees to repay, upon the request of such Lender or Agent (as the case may be),

amount paid over to the Borrower (plus penalties, interest or other charges) to such Lender or Agent in the event such Lender or Agent is
quired to repay such refund or credit to such taxation authority.

(e) Tax Forms and Certificates . On or before the date it becomes a party to this Agreement, from time to time thereafter if
reasonably requested by the Borrower or the Administrative Agent, and at any time it changes its Applicable Lending Office: (i) each Lender that



is a “United States person” within the meaning of Section 7701(a)(30) of the Internal Revenue Code shall deliver to the
Borrower and the Administrative Agent two (2) properly completed and duly executed copies of Internal Revenue Service form W-9, or any
successor form prescribed by the Internal Revenue Service, or such other documentation or information prescribed by applicable law or
reasonably requested by the Borrower or the Administrative Agent, as the case may be, certifying that such Lender is a United States person and is
entitled to an exemption from United States backup withholding tax or information reporting requirements; and (ii) each Lender that is not a

(“ynited States person” within the meaning of Section 7701 (a)(30) of the Internal Revenue Code (a “ Non-U.S. Lender “) shall deliver to the
orrower and the Administrative Agent: (A) two (2) properly completed and duly executed copies of Internal Revenue Service Form W-8 BEN,

or any successor form prescribed by the Internal Revenue Service, certifying that such Non-U.S. Lender is entitled to the benefits under an income
tax treaty to which the United States is a party which exempts the Non-U.S. Lender from United States withholding tax or reduces the rate of
withholding tax on payments of interest for the account of such Non-U.S. Lender; (B) two (2) properly completed and duly executed copies of
Internal Revenue Service Form W-8 ECI, or any successor form prescribed by the Internal Revenue Service, certifying that the income receivable
pursuant to this Agreement and the other Loan Documents is effectively connected with the conduct of a trade or business in the United States; or
(C) two (2) properly completed and duly executed copies of Internal Revenue Service Form W-8 BEN, or any successor form prescribed by the
Internal Revenue Service, together with a certificate to the effect that (x) such Non-U.S. Lender is not (1) a “bank” within the meaning of Section
881 (c)(3 )(A) of the Internal Revenue Code, (2) a “10-percent shareholder” of the Borrower within the meaning of Section 871 (h)(3)(B) of the
Internal Revenue Code, or (3) a “controlled foreign corporation” that is described in Section $81(c)(3)(C) of the Internal Revenue Code and is
related to the Borrower within the meaning of Section 864(d)(4) of the Internal Revenue Code and (y) the interest payments in question are not
effectively connected with a U.S. trade or business conducted by such Non-U.S. Lender or are effectively connected but are not includible in the
Non-U.S. Lender’s gross income for United States federal income tax purposes under an income tax treaty to which the United States is a party; or
(D) to the extent the Non-U.S. Lender is not the beneficial owner, two (2) properly completed and duly executed copies of Internal Revenue
Service Form W-8 1MY, or any successor form prescribed by the Internal Revenue Service, accompanied by an Internal Revenue Service Form
W-8 ECI, W-8 BEN, W-9, and/or other certification documents from each beneficial owner, as applicable. If a payment made to a Lender under
any Loan Document would be subject to U.S. Federal withholding tax imposed by FATCA if such Lender fails to comply with the applicable
reporting requirements of FATCA (including those contained in Section 1471(b) or 1472(b) of the Internal Revenue Code, as applicable), such
Lender shall deliver to the Borrower and the Administrative Agent at the time or times prescribed by law and at such time or times reasonably
requested by the Borrower or the Administrative Agent such documentation prescribed by applicable law (including as prescribed by Section 1471
(b)(3)(C)(i) of the Internal Revenue Code) and such additional documentation reasonably requested by the Borrower or the Administrative Agent
as may be necessary for the Borrower and the Administrative Agent to comply with their obligations under FATCA and to determine that such
Lender has complied with such Lender’s obligations under FATCA or to determine the amount to deduct and withhold from such payment. Solely
for purposes of this clause (e), “FATCA” shall include any amendments made to FATCA after the date of this Agreement. In addition, each
Lender agrees that from time to time after the Effective Date, when a lapse in time or change in circumstances renders the previous certification
obsolete or inaccurate in any material respect, it will deliver to the Borrower and the Administrative Agent two new accurate and complete signed
originals of Internal Revenue Service form W-9, W-8 BEN, W-8 ECI or W-$ llvIY or FATCA-related documentation described above, or
successor forms, as the case may be, and such other forms as may be required in order to confirm or establish the entitlement of such Lender to a
‘ontinued exemption from or reduction in United States withholding tax with respect to payments under this Agreement and any other Loan

)Jcument, or it shall immediately notify the Borrower and the Administrative Agent of its inability to deliver any such Form or certificate.

(0 Exclusions. The Borrower shall not be required to indemnify any Non-U.S. Lender, or to pay any additional amount to
any Non-U.S. Lender, pursuant to Section 2.17(a) , (b) or (c) in respect of Taxes or Other Taxes to the extent that the obligation to indemnify or
pay such additional amounts would not have arisen but for the failure of such Non-U.S. Lender to comply with the provisions of subsection (e)
above.

(g) Mitigation . If the Borrower is required to pay additional amounts to or for the account of any Lender pursuant to this
Section 2.17, then such Lender will use reasonable efforts (which shall include efforts to rebook the Revolving Loans held by such Lender to a
new Applicable Lending Office, or through another branch or affiliate of such Lender) to change the jttrisdiction of its Applicable Lending Office
if, in the good faith judgment of such Lender, such efforts (i) will eliminate or, if it is not possible to eliminate, reduce to the greatest extent
possible any such additional payment which may thereafter accrue and (ii) is not otherwise disadvantageous, in the sole determination of such
Lender, to such Lender. Any Lender claiming any indemnity payment or additional amounts payable pursuant to this Section shall use reasonable
efforts (consistent with legal and regulatory restrictions) to deliver to Botrower any certificate or document reasonably requested in writing by the
Borrower or to change the jurisdiction of its Applicable Lending Office if the making of such a filing or change would avoid the need for or
reduce the amount of any such indemnity payment or additional amounts that may thereafter accrue and would not, in the sole determination of
such Lender, be otherwise disadvantageous to such Lender.

(h) Confidentiality. Nothing contained in this Section shall require any Lender or any Agent to make available any of its
tax returns (or any other information that it deems to be confidential or proprietary).

Section 2.1$. Base Rate Loans Substituted for Affected Euro-Dollar Loans. If(a) the obligation of any Lender to make or maintain,
or to convert outstanding Loans to, Euro-Dollar Loans has been suspended pursuant to Section 2.15 or (b) any Lender has demanded
compensation under Section 2.16(a) with respect to its Euro-Dollar Loans and, in any such case, the Borrower shall, by at least four Business
Days’ prior notice to such Lender through the Administrative Agent, have elected that the provisions of this Section shall apply to such Lender,
then, unless and until such Lender notifies the Borrower that the circumstances giving rise to such suspension or demand for compensation no
longer apply:

(i) all Loans which would otherwise be made by such Lender as (or continued as or converted into) Euro
Dollar Loans shall instead be Base Rate Loans (on which interest and principal shall be payable contemporaneously with the related
Euro-Dollar Loans of the other Lenders); and

(ii) after each of its Euro-Dollar Loans has been repaid, all payments of principal that would otherwise be
applied to repay such Loans shall instead be applied to repay its Base Rate Loans.

— --



If such Lender notifies the Borrower that the circumstances giving rise to such notice no longer apply, the principal amount of each such Base
Rate Loan shall be converted into a Euro-Dollar Loan on the first day of the next succeeding Interest Period applicable to the related Euro-Dollar
Loans of the other Lenders.

Section 2.19. Increases to the Commitment.

(a) Subject to the terms and conditions of this Agreement, the Borrower may, during the Availability Period by delivering
to the Administrative Agent and the Lenders a Notice of Revolving Increase in the form of Exhibit E, request increases to the Lenders’
Commitments (each such request, an “Optional Increase “); provided that: (1) the Borrower may not request any increase to the Commitments
after the occurrence and during the continuance of a Default; (ii) each Optional Increase shall be in a minimum amount of $50,000,000 and (iii)
the aggregate amount of all Optional Increases shall be no more than $100,000,000.

(b) Each Lender may, but shall not be obligated to, participate in any Optional Increase, subject to the approval of the
Issuing Lenders and the Swingline Lender (such approval not to be unreasonably withheld), and the decision of any Lender to commit to an
Optional Increase shall be at such Lender’s sole discretion and shall be made in writing. The Borrower may, at its own expense, solicit additional
Commitments from third party fmancial institutions reasonably acceptable to the Administrative Agent, the Swingline Lender and the Issuing
Lender. Any such fmancial institution (if not already a Lender hereunder) shall become a party to this Agreement as a Lender, pursuant to a
joinder agreement in form and substance reasonably satisfactory to the Administrative Agent and the Borrower.

(c) As a condition precedent to the Optional Increase, the Borrower shall deliver to the Administrative Agent a certificate
of the Borrower dated the effective date of the Optional Increase, signed by a Responsible Officer of the Borrower, certifying that: (i) the
resolutions adopted by the Borrower approving or consenting to such Optional Increase are attached thereto and such resolutions are true and
correct and have not been altered, amended or repealed and are in full force and effect, (ii) before and after giving effect to the Optional Increase,
(A) the representations and warranties contained in Article V and the other Loan Documents are true and correct in all material respects on and as
of the effective date of the Optional Increase, except to the extent that such representations and warranties specifically refer to an earlier date, in
which case they are true and correct as of such earlier date, and (B) that no Default exists, is continuing, or would result from the Optional
Increase and (iii) all necessary governmental, regulatory and third party approvals, including, without limitation, any KPSC, TRA, VSCC and/or
FERC approval required to approve the Optional Increase, are attached thereto and remain in full force and effect, in each case without any action
being taken by any competent authority which could restrain or prevent such transaction or impose, in the reasonable judgment of the
Administrative Agent, materially adverse conditions upon the consummation of the Optional Increase.

(d) The Revolving Outstandings will be reallocated by the Administrative Agent on the effective date of any Optional
Increase among the Lenders in accordance with their revised Commitment Ratios, and the Borrower hereby agrees to pay any and all costs (if any)

sired

pursuant to Section 2.12 incurred by any Lender in connection with the exercise of the Optional Increase.

Section 2.20. Defaulting Lenders.

(a) Notwithstanding any provision of this Agreement to the contrary, if any Lender becomes a Defaulting Lender, then the
following provisions shall apply for so long as such Lender is a Defaulting Lender:

(1) fees shall cease to accrue on the unfunded portion of the Commitment of such Defaulting Lender
pursuant to Section 2.07(a);

(ii) with respect to any Letter of Credit Liabilities or Swingline Exposure of such Defaulting Lender that
exists at the time a Lender becomes a Defaulting Lender or thereafter:

(A) all or any part of such Defaulting Lender’s Letter of Credit Liabilities and
its Swingline Exposure shall be reallocated among the Non-Defaulting Lenders in accordance with their respective
Commitment Ratios (calculated without regard to such Defaulting Lender’s Commitment) but only to the extent that
(x) the conditions set forth in Section 4.02 are satisfied at such time and (y) such reallocation does not cause the
Revolving Outstandings of any Non-Defaulting Lender to exceed such Non-Defaulting Lender’s Commitment;

(B) if the reallocation described in clause (ii)(A) above cannot, or can only
partially. be effected, each Issuing Lender and the Swingline Lender, in its discretion may require the Borrower to
(i) reimburse all amounts paid by an Issuing Lender upon any drawing under a Letter of Credit, (ii) repay an
outstanding Swingline Loan, and/or (iii) cash collateralize (in accordance with Section 2.09(a)(ii)) all obligations of
such Defaulting Lender in respect of outstanding Letters of Credit and Swingline Loans, in each case, in an amount at
least equal to the aggregate amount of the obligations (contingent or otherwise) of such Defaulting Lender in respect of
such Letters of Credit or Swingline Loans (after giving effect to any partial reallocation pursuant to Section 2.20(a)(ii)
(A) above);

(iii) if the Borrower cash collateralizes any portion of such Defaulting Lender’s pursuant to Section 2.20(a)
(ii)(B) then the Borrower shall not be required to pay any fees to such Defaulting Lender pursuant to Section 2.07(b) with respect to such
Defaulting Lender’s Letter of Credit Liabilities during the period such Defaulting Lender’s Letter of Credit Liabilities are cash
collateralized;

(iv) if the Letter of Credit Liabilities and/or Swingline Exposure of the Non-Defaulting Lenders is
reallocated pursuant to Section 2.20(a)(ii)(A) above, then the fees payable to the Lenders pursuant to Section 2.07(a) and Section 2.07(b)



shall be adjusted in accordance with such Non-Defaulting Lenders’ Commitment Ratios (calculated without
regard to such Defaulting Lender’s Commitment); and

(v) if any Defaulting Lender’s Letter of Credit Liabilities and/or Swingline Exposure is neither reimbursed,
repaid, cash collateralized nor reallocated pursuant to this Section 2.20(a)(ii), then, without prejudice to any rights or remedies of the
Issuing Lenders, the Swingline Lender or any other Lender hereunder, all fees that otherwise would have been payable to such Defaulting
Lender (solely with respect to the portion of such Defaulting Lender’s Commitment that was utilized by such Letter of Credit Liabilities
and/or Swingline Exposure) and letter of credit fees payable under Section 2.07(b) with respect to such Defaulting Lender’s Letter of
Credit Liabilities shall be payable to the Issuing Lenders and the Swingline Lender, pro rata, until such Letter of Credit Liabilities and/or
Swingline Exposure is cash collateralized, reallocated and/or repaid in full.

(b) So long as any Lender is a Defaulting Lender, (1) no Issuing Lender shall be required to issue, amend or increase any
Letter of Credit, unless it is satisfied that the related exposure will be 100% covered by the Commitments of the Non-Defaulting Lenders and/or
cash collateral will be provided by the Borrower in accordance with Section 2.20(a), and participating interests in any such newly issued or
increased Letter of Credit shall be allocated among Non-Defaulting Lenders in a manner consistent with Section 3.05 (and Defaulting Lenders
shall not participate therein) and (ii) the Swingline Lender shall not be required to advance any Swingline Loan, unless it is satisfied that the
related exposure will be 100% covered by the Conwiitments of the Non-Defaulting Lenders.

ARTICLE HI
LETTERS OF CREDIT

Section 3.01. Issuing Lenders. Subject to the terms and conditions hereof, the Borrower may from time to time identify and arrange
for one or more of the Lenders (in addition to the ]LA Issuing Banks) to act as Issuing Lenders hereunder. Any such designation by the Borrower
shall be notified to the Administrative Agent at least four Business Days prior to the first date upon which the Borrower proposes that such Issuing
Lender issue its first Letter of Credit, so as to provide adequate time for such proposed Issuing Lender to be approved by the Administrative Agent
hereunder (such approval not to be unreasonably withheld). Within two Business Days following the receipt of any such designation of a
proposed Issuing Lender, the Administrative Agent shall notify the Borrower as to whether such designee is acceptable to the Administrative
Agent. Nothing contained herein shall be deemed to require any Lender (other than a JLA Issuing Bank) to agree to act as an Issuing Lender, if it
does not so desire.

Section 3.02. Letters of Credit.

(a) Letters of Credit. Each Issuing Lender agrees, on the terms and conditions set forth in this Agreement, to issue Letters
of Credit from time to time before the fifth day prior to the Termination Date, for the account, and upon the request, of the Borrower and in( upport of such obligations of the Boirower or any of its Subsidiaries that are reasonably acceptable to such Issuing Lender; provided , that

)imediately after each Letter of Credit is issued, (A) the aggregate amount of Letter of Credit Liabilities shall not exceed $200,000,000, (B) the
ággregate Revolving Outstandings shall not exceed the aggregate amount of the Commitments and (C) the aggregate fronting exposure of any
Issuing Lender shall not exceed its fronting Sublimit.

Section 3.03. Method of Issuance of Letters of Credit. The Borrower shall give an Issuing Lender notice substantially in the form of
ExhibitA-3 to this Agreement (a “Letter of Credit Request”) of the requested issuance or extension of a Letter of Credit prior to 1:00 P.M.
(Charlotte, North Carolina time) on the proposed date of the issuance or extension of Letters of Credit (which shall be a Business Day) (or such
shorter period as may be agreed by such Issuing Lender in any particular instance), specifying the date such Letter of Credit is to be issued or
extended and describing the terms of such Letter of Credit and the nature of the transactions to be supported thereby. The extension or renewal of
any Letter of Credit shall be deemed to be an issuance of such Letter of Credit, and if any Letter of Credit contains a provision pursuant to which
it is deemed to be extended unless notice of termination is given by an Issuing Lender, such Issuing Lender shall timely give such notice of
termination unless it has theretofore timely received a Letter of Credit Request and the other conditions to issuance of a Letter of Credit have
theretofore been met with respect to such extension. No Letter of Credit shall have a term of more than one year. provided , that no Letter of
Credit shall have a term extending or be so extendible beyond the fifth Business Day before the Termination Date.

Section 3.04. Conditions to Issuance of Letters of Credit. The issuance by an Issuing Lender of each Letter of Credit shall, in
addition to the conditions precedent set forth in Article 1V, be subject to the conditions precedent that (i) such Letter of Credit shall be satisfactory
in form and substance to such Issuing Lender, (ii) the Borrower and, if applicable, any such Affiliate of the Borrower, shall have executed and
delivered such other instruments and agreements relating to such Letter of Credit as such Issuing Lender shall have reasonably requested and (iii)
such Issuing Lender shall have confirmed on the date of (and after giving effect to) such issuance that (A) the aggregate amount of Letter of Credit
Liabilities shall not exceed $200,000,000, (B) the aggregate Revolving Outstandings will not exceed the aggregate amount of the Commitments
and (C) the aggregate fronting exposure of any Issuing Lender shall not exceed the fronting Sublimit. Notwithstanding any other provision of this
Section 3.04, no Issuing Lender shall be under any obligation to issue any Letter of Credit if: any order, judgment or decree of any governmental
authority shall by its terms purport to enjoin or restrain such Issuing Lender from issuing such Letter of Credit, or any requirement of law
applicable to such Issuing Lender or any request or directive (whether or not having the force of law) from any governmental authority with
jurisdiction over such Issuing Lender shall prohibit, or request that such Issuing Lender refrain from, the issuance of letters of credit generally or
such Letter of Credit in particular or shall impose upon such Issuing Lender with respect to such Letter of Credit any restriction, reserve or capital
requirement (for which such Issuing Lender is not otherwise compensated hereunder) not in effect on the Effective Date, or shall impose upon
such Issuing Lender any unreimbursed loss, cost or expense which was not applicable on the Effective Date and which such Issuing Lender in

(_yod faith deems material to it.

Section 3.05. Purchase and Sale of Letter of Credit Participations. Upon the issuance by an Issuing Lender of a Letter of Credit, such
Issuing Lender shall be deemed, without further action by any party hereto, to have sold to each Lender, and each Lender shall be deemed, without
further action by any party hereto, to have purchased from such Issuing Lender, without recourse or warranty, an undivided participation interest



in such Letter of Credit and the related Letter of Credit Liabilities in accordance with its respective Commitment Ratio (although the
fronting fee payable under Section 2.07(b) shall be payable directly to the Administrative Agent for the account ofthe applicable Issuing Lender,
and the Lenders (other than such Issuing Lender) shall have no right to receive any portion of any such Fronting Fee) and any security therefor or
guaranty pertaining thereto.

fl Section 3.06. Drawings under Letters of Credit. Upon receipt from the beneficiary of any Letter of Credit of any notice of a drawing
der such Letter of Credit, the applicable Issuing Lender shall determine in accordance with the terms of such Letter of Credit whether such

drawing should be honored. If such Issuing Lender determines that any such drawing shall be honored, such Issuing Lender shall make available
to such beneficiary in accordance with the terms of such Letter of Credit the amount of the drawing and shall notify the Borrower as to the amount
to be paid as a result of such drawing and the payment date.

Section 3.07. Reimbursement Obligations. The Borrower shall be irrevocably and unconditionally obligated forthwith to reimburse
the applicable Issuing Lender for any amounts paid by such Issuing Lender upon any drawing under any Letter of Credit, together with any and all
reasonable charges and expenses which such Issuing Lender may pay or incur relative to such drawing and interest on the amount drawn at the
rate applicable to Base Rate Loans for each day from and including the date such amount is drawn to but excluding the date such reimbursement
payment is due and payable. Such reimbursement payment shall be due and payable (i) at or before 1:00 P.M. (Charlotte, North Carolina time) on
the date the applicable Issuing Lender notifies the Borrower of such drawing, if such notice is given at or before 10:00 A.M. (Charlotte, North
Carolina time) on such date or (ii) at or before 10:00 A.M. (Charlotte, North Carolina time) on the next succeeding Business Day; provided, that
no payment otherwise required by this sentence to be made by the Borrower at or before 1:00 P.M. (Charlotte, North Carolina time) on any day
shall be overdue hereunder if arrangements for such payment satisfactory to the applicable Issuing Lender, in its reasonable discretion, shall have
been made by the Borrower at or before 1:00 P.M. (Charlotte, North Carolina time) on such day and such payment is actually made at or before
3:00 P.M. (Charlotte, North Carolina time) on such day. In addition, the Borrower agrees to pay to the applicable Issuing Lender interest, payable
on demand, on any and all amounts not paid by the Borrower to such Issuing Lender when due under this Section 3.07, for each day from and
including the date when such amount becomes due to but excluding the date such amount is paid in frill, whether before or after judgment, at a rate
per annum equal to the sum of 2% plus the rate applicable to Base Rate Loans for such day. Each payment to be made by the Borrower pursuant
to this Section 3.07 shall be made to the applicable Issuing Lender in Federal or other funds immediately available to it at its address referred to
Section 9.01.

Section 3.08. Duties of Issuing Lenders to Lenders; Reliance. In determining whether to pay under any Letter of Credit, the relevant
Issuing Lender shall not have any obligation relative to the Lenders participating in such Letter of Credit or the related Letter of Credit Liabilities
other than to determine that any document or documents required to be delivered under such Letter of Credit have been delivered and that they
substantially comply on their face with the requirements of such Letter of Credit. My action taken or omitted to be taken by an Issuing Lender
under or in connection with any Letter of Credit shall not create for such Issuing Lender any resulting liability if taken or omitted in the absence of
gross negligence or willful misconduct. Each Issuing Lender shall be entitled (but not obligated) to rely, and shall be fully protected in relying, on‘ ‘e representation and warranty by the Borrower set forth in the last sentence of Section 4.02 to establish whether the conditions specified in

buses (b) and (c) of Section 4.02 are met in connection with any issuance or extension of a Letter of Credit. Each Issuing Lender shall be
entitled to rely, and shall be fully protected in relying, upon advice and statements of legal counsel, independent accountants and other experts
selected by such Issuing Lender and upon any Letter of Credit, draft, writing, resolution, notice, consent, certificate, affidavit, letter, cablegram,
telegram, telecopier, telex or teletype message, statement, order or other document believed by it in good faith to be genuine and correct and to
have been signed, sent or made by the proper Person or Persons, and may accept documents that appear on their face to be in order, without
responsibility for further investigation, regardless of any notice or information to the contrary unless the beneficiary and the Borrower shall have
notified such issuing Lender that such documents do not comply with the terms and conditions of the Letter of Credit. Each Issuing Lender shall
be fully justified in refusing to take any action requested of it under this Section in respect of any Letter of Credit unless it shall first have received
such advice or concurrence of the Required Lenders as it reasonably deems appropriate or it shall first be indemnified to its reasonable satisfaction
by the Lenders against any and all liability and expense which may be incurred by it by reason of taking or continuing to take, or omitting or
continuing to omit, any such action. Notwithstanding any other provision of this Section, each issuing Lender shall in all cases be fully protected
in acting, or in refraining from acting, under this Section in respect of any Letter of Credit in accordance with a request of the Required Lenders,
and such request and any action taken or failure to act pursuant hereto shall be binding upon all Lenders and all future holders of participations in
such Letter of Credit; provided, that this sentence shall not affect any rights the Borrower may have against any Issuing Lender or the Lenders that
make such request.

Section 3.09. Obligations of Lenders to Reimburse issuing Lender for Unpaid Drawings. If any Issuing Lender makes any payment
under any Letter of Credit and the Borrower shall not have reimbursed such amount in full to such issuing Lender pursuant to Section 3.07, such
Issuing Lender shall promptly notify the Administrative Agent, and the Administrative Agent shall promptly notify each Lender (other than the
relevant Issuing Lender), and each such Lender shall promptly and unconditionally pay to the Athninistrative Agent, for the account of such
Issuing Lender, such Lender’s share of such payment (determined in accordance with its respective Commitment Ratio) in Dollars in Federal or
other immediately available funds, the aggregate of such payments relating to each unreimbursed amount being referred to herein as a “Mandatory
Letter of Credit Borrowing”; provided, however, that no Lender shall be obligated to pay to the Administrative Agent its pro rata share of such
unreimbursed amount for any wrongful payment made by the relevant Issuing Lender under a Letter of Credit as a result of acts or omissions
constituting willful misconduct or gross negligence by such Issuing Lender. If the Athninistrative Agent so notifies a Lender prior to 11:00 A.M.
(Charlotte, North Carolina time) on any Business Day, such Lender shall make available to the Administrative Agent at its address referred to in
Section 9.01 and for the account of the relevant Issuing Lender such Lender’s pro rata share of the amount of such payment by 3:00 P.M.
(Charlotte, North Carolina time) on the Business Day following such Lender’s receipt of notice from the Administrative Agent, together with
interest on such amount for each day from and including the date of such drawing to but excluding the day such payment is due from such Lender

)the Federal funds Rate for such day (which funds the Administrative Agent shall promptly remit to such Issuing Lender). The failure of any
‘—.--/ender to make available to the Administrative Agent for the account of an Issuing Lender its pro rata share of any unreimbursed drawing under

any Letter of Credit shall not relieve any other Lender of its obligation hereunder to make available to the Administrative Agent for the account of
such issuing Lender its pro rata share of any payment made under an’ Letter of Credit on the date required, as specified above, but no such Lender
shall be responsible for the failure of any other Lender to make available to the Administrative Agent for the account of such Issuing Lender such



other Lender’s pro rata share of any such payment. Upon payment in full of all amounts payable by a Lender under this Section 3.09,
such Lender shall be subrogated to the rights of the relevant Issuing Lender against the Borrower to the extent of such Lender’s pro rata share of
the related Letter of Credit Liabilities (including interest accrued thereon). If any Lender fails to pay any amount required to be paid by it
pursuant to this Section 3.09 on the date on which such payment is due, interest shall accrue on such Lender’s obligation to make such payment,
for each day from and including the date such payment became due to but excluding the date such Lender makes such payment, whether before or

(“er judgment, at a rate per annum equal to (1) for each day from the date such payment is due to the third succeeding Business Day, inclusive, the
deral funds Rate for such day as determined by the relevant Issuing Lender and (ii) for each day thereafter, the sum of 2% plus the rate

applicable to its Base Rate Loans for such day. Any payment made by any Lender after 3:00 P.M. (Charlotte, North Carolina time) on any
Business Day shall be deemed for purposes of the preceding sentence to have been made on the next succeeding Business Day.

Section 3.10. Funds Received from the Borrower in Respect of Drari Letters of Credit. Whenever an Issuing Lender receives a
payment of a Reimbursement Obligation as to which the Administrative Agent has received for the account of such Issuing Lender any payments
from the other Lenders pursuant to Section 3.09 above, such Issuing Lender shall pay the amount of such payment to the Administrative Agent,
and the Administrative Agent shall promptly pay to each Lender which has paid its pro rata share thereof, in Dollars in Federal or other
immediately available funds, an amount equal to such Lender’s pro rata share of the principal amount thereof and interest thereon for each day
after relevant date of payment at the federal funds Rate.

Section 3.11. Obligations in Respect of Letters of Credit Unconditional. The obligations of the Borrower under Section 3.07 above
shall be absolute, unconditional and irrevocable, and shall be performed strictly in accordance with the terms of this Agreement, under all
circumstances whatsoever, including, without limitation, the following circumstances:

(a) any lack of validity or enforceability of this Agreement or any Letter of Credit or any document related hereto or
thereto;

(b) any amendment or waiver of or any consent to departure from all or any of the provisions of this Agreement or any
Letter of Credit or any document related hereto or thereto;

(c) the use which may be made of the Letter of Credit by, or any acts or omission of, a beneficiary of a Letter of Credit (or
any Person for whom the beneficiary may be acting);

(d) the existence of any claim, set-off, defense or other rights that the Borrower may have at any time against a beneficiary
of a Letter of Credit (or any Person for whom the beneficiary may be acting), any Issuing Lender or any other Person, whether in connection with
this Agreement or any Letter of Credit or any document related hereto or thereto or any unrelated transaction;

(e) any statement or any other document presented under a Letter of Credit proving to be forged, fraudulent or invalid in
respect or any statement therein being untrue or inaccurate in any respect whatsoever;

(f) payment under a Letter of Credit against presentation to an Issuing Lender of a draft or certificate that does not comply
with the terms of such Letter of Credit; provided, that the relevant Issuing Lender’s determination that documents presented under such Letter of
Credit comply with the terms thereof shall not have constituted gross negligence or willful misconduct of such Issuing Lender; or

(g) any other act or omission to act or delay of any kind by any Issuing Lender or any other Person or any other event or
circumstance whatsoever that might, but for the provisions of this subsection (g), constitute a legal or equitable discharge of the Borrower’s
obligations hereunder.

Nothing in this Section 3.11 is intended to limit the right of the Borrower to make a claim against any Issuing Lender for damages as contemplated
by the proviso to the first sentence of Section 3.12.

Section 3.12. Indemnification in Respect of Letters of Credit. The Borrower hereby indenmifies and holds harmless each Lender
(including each Issuing Lender) and the Administrative Agent from and against any and all claims, damages, losses, liabilities, costs or expenses
which such Lender or the Administrative Agent may incur by reason of or in connection with the failure of any other Lender to fulfill or comply
with its obligations to such Issuing Lender hereunder (but nothing herein contained shall affect any rights which the Borrower may have against
such defaulting Lender), and none of the Lenders (including any Issuing Lender) nor the Administrative Agent, theft respective affiliates nor any
of their respective officers, directors, employees or agents shall be liable or responsible, by reason of or in connection with the execution and
delivery or transfer of or payment or failure to pay under any Letter of Credit, including, without limitation, any of the circumstances enumerated
in Section 3.11. as well as(i) any error, omission, interruption or delay in transmission or delivery of any messages, by mail, cable, telegraph,
telex or otherwise. (ii) any error in interpretation of technical terms. (iii) any loss or delay in the transmission of any document required in order to
make a drawing under a Letter of Credit, (iv) any consequences arising from causes beyond the control of such indemnftee, including without
limitation, any government acts, or (v) any other circumstances whatsoever in making or failing to make payment under such Letter of Credit;
provided, that the Borrower shall not be required to indenmify any Issuing Lender for any claims, damages, losses, liabilities, costs or expenses,
and the Borrower shall have a claim against such Issuing Lender for direct (but not consequential) damages suffered by it, to the extent found by a
court of competent jurisdiction in a final, non-appealable judgment or order to have been caused by (i) the willful misconduct or gross negligence
of such Issuing Lender in determining whether a request presented under any Letter of Credit issued by it complied with the terms of such Letter‘ qf Credit or (ii) such Issuing Lender’s failure to pay under any Letter of Credit issued by it after the presentation to it of a request strictly
)mplying with the terms and conditions of such Letter of Credit. Nothing in this Section 3.12 is intended to limit the obligations of the Borrower

“—cmder any other provision of this Agreement.

Section 3.13. ISP9$ . The rules of the “International Standby Practices 1998” as published by the International Chamber of
Commerce most recently at the time of issuance of any Letter of Credit shall apply to such Letter of Credit unless otherwise expressly provided in



such Letter of Credit.

ARTICLE IV
CONDITIONS

Section 4.01. Conditions to Closing. The obligation of each Lender to make a Loan or issue a Letter of Credit on the occasion of the
rst Credit Event hereunder is subject to the satisfaction of the following conditions:

(a) This Agreement. The Administrative Agent shall have received counterparts hereof signed by each of the parties
hereto or, in the case of any party as to which an executed counterpart shall not have been received, receipt by the Administrative Agent in fonn
satisfactory to it of telegraphic, telex, facsimile or other written confirmation from such party of execution of a counterpart hereof by such party)
to be held in escrow and to be delivered to the Borrower upon satisfaction of the other conditions set forth in this Section 4.01.

(b) Notes. On or prior to the Effective Date, the Administrative Agent shall have received a duly executed Note for the
account of each Lender requesting delivery of a Note pursuant to Section 2.05.

(c) Officers’ Certificates. The Administrative Agent shall have received a certificate dated the Effective Date signed on
behalf of the Borrower by the Chairman of the Board, the President, any Vice President, the Treasurer or any Assistant Treasurer of the Borrower
stating that (A) on the Effective Date and afler giving effect to the Loans and Letters of Credit being made or issued on the Effective Date, no
Default shall have occurred and be continuing and (B) the representations and warranties of the Borrower contained in the Loan Documents are
true and correct on and as of the Effective Date, except to the extent that such representations and warranties specifically refer to an earlier date, in
which case they were true and correct as of such earlier date.

(d) Proceedings. On the Effective Date, the Administrative Agent shall have received (i) a certificate of the Secretary of
State of the Commonwealth of Kentucky, dated as of a recent date, as to the good standing of the Borrower, (ii) a certificate of the Secretary of
State of the Commonwealth of Virginia, dated as of a recent date, as to the good standing of the Borrower and (iii) a certificate of the Secretary or
an Assistant Secretary of the Borrower dated the Effective Date and certif’ing (A) that attached thereto are true, correct and complete copies of (x)
the Borrower’s articles of incorporation certified by the Secretary of State of the Commonwealth of Kentucky and the Secretary of State of the
Commonwealth of Virginia and (y) the bylaws of the Borrower, (B) as to the absence of dissolution or liquidation proceedings by or against the
Borrower, (C) that attached thereto is a true, correct and complete copy of resolutions adopted by the board of directors of the Borrower
authorizing the execution, delivery and performance of the Loan Documents to which the Borrower is a party and each other document delivered
in connection herewith or therewith and that such resolutions have not been amended and are in hill force and effect on the date of such certificate
and (D) as to the incumbency and specimen signatures of each officer of the Borrower executing the Loan Documents to which the Borrower is a
party or any other document delivered in connection herewith or therewith.

(e) Opinions of Counsel. On the Effective Date, the Administrative Agent shall have received from counsel to the
Borrower, opinions addressed to the Administrative Agent and each Lender, dated the Effective Date, substantially in the form of Exhibit D
hereto.

(f) Consents. All necessary govenmiental (domestic or foreign), regulatory and third party approvals, including, without
limitation, the orders of the KPSC (the “KPSC Order “), TRA (the” TRA Order “), VSCC (the” VSCC Order “) and any required approvals of
the FERC, authorizing borrowings hereunder in connection with the transactions contemplated by this Agreement and the other Loan Documents
shall have been obtained and remain in full force and effect, in each case without any action being taken by any competent authority which could
restrain or prevent such transaction or impose, in the reasonable judgment of the Administrative Agent, materially adverse conditions upon the
consuimnation of such transactions; provided that any such approvals with respect to elections by the Borrower to increase the Commitment as
contemplated by Section 2.19 need not be obtained or provided until the Borrower makes any such election.

(g) Payment of Fees. All costs, fees and expenses due to the Administrative Agent, the Joint Lead Arrangers and the
Lenders accrued through the Effective Date (including Commitment Fees and Letter of Credit Fees) shall have been paid in full.

(h) Counsel Fees. The Administrative Agent shall have received full payment from the Borrower of the fees and expenses
of Davis Polk & Wardwell LLP described in Section 9.03 which are billed through the Effective Date and which have been invoiced one Business
Day prior to the Effective Date.

(i) Amendment Fee. The Borrower shall have paid to the Administrative Agent for the account of each Lender a non-
refundable and fully earned fee (the” Amendment Fee “) as set forth in the Fee Letter, on or before the Effective Date.

Section 4.02. Conditions to All Credit Events. The obligation of any Lender to make any Loan, and the obligation of any Issuing
Lender to issue (or renew or extend the tenn of) any Letter of Credit, is subject to the satisfaction of the following conditions:

(a) receipt by the Administrative Agent of a Notice of Borrowing as required by Section 2.03, or receipt by an Issuing
Lender of a Letter of Credit Request as required by Section 3.03;

(b) the fact that, immediately before and after giving effect to such Credit Event, no Default shall have occurred and be
and

(c) the fact that the representations and warranties of the Borrower contained in this Agreement and the other Loan
Documents shall be true rn-id correct on and as of the date of such Credit Event, except to the extent that such representations and warranties
specifically refer to an earlier date, in which case they were true and correct as of such earlier date and except for the representations in Section



5.04(c), Section 5.05 and Section 5.13, which shall be deemed only to relate to the matters referred to therein on and as of the
Effective Date.

Each Credit Event under this Agreement shall be deemed to be a representation and warranty by the Borrower on the date of such Credit Event as
tpthe facts specified in clauses (b) and (c) of this Section.

ARTICLE V
REPRESENTATIONS AND WARRANTIES

The Borrower represents and warrants that:

Section 5.01. Status. The Borrower is a corporation duly organized, validly existing and in good standing under the laws of the
Commonwealth of Kentucky and the Commonwealth of Virginia and has the corporate authority to make and perform this Agreement and each
other Loan Document to which it is a party.

Section 5.02. Authority; No Conflict. The execution, delivery and performance by the Borrower of this Agreement and each other
Loan Document to which it is a party have been duly authorized by all necessary corporate action and do not violate (1) any provision of law or
regulation, or any decree, order, writ or judgment, (ii) any provision of its articles of incorporation or bylaws, or (iii) result in the breach of or
constitute a default under any indenture or other agreement or instrument to which the Borrower is a party; provided, that any exercise of the
option to increase the Commitment as contemplated in Section 2.19 may require further authorization of the Borrower’s Board of Directors, or
approvals of the KPSC, IRA, VSCC and/or FERC.

Section 5.03. Legality: Etc. This Agreement and each other Loan Document (other than the Notes) to which the Borrower is a party
constitute the legal, valid and binding obligations of the Borrower, and the Notes, when executed and delivered in accordance with this
Agreement, will constitute legal, valid and binding obligations of the Borrower, in each case enforceable against the Borrower in accordance with
their terms except to the extent limited by (a) bankruptcy, insolvency, fraudulent conveyance or reorganization laws or by other similar laws
relating to or affecting the enforceability of creditors’ rights generally and by general equitable principles which may limit the right to obtain
equitable remedies regardless of whether enforcement is considered in a proceeding of law or equity or (b) any applicable public policy on
enforceability of provisions relating to contribution and indemnification.

Section 5.04. Financial Condition.

(a) Audited Financial Statements. The consolidated balance sheet of the Borrower and its Consolidated Subsidiaries as of
December 31, 2011 and the related consolidated statements of income and cash flows for the fiscal year then ended, reported on by

ricewaterhousecoopers

LLP, copies of which have been delivered to each of the Administrative Agent and the Lenders, fairly present, in
nfonnity with GAAP, the consolidated fmancial position of the Borrower and its Consolidated Subsidiaries as of such date and their

consolidated results of operations and cash flows for such fiscal year.

(b) Interim Financial Statements. The unaudited consolidated balance sheet of the Borrower and its Consolidated
Subsidiaries as of June 30, 2012 and the related unaudited consolidated statements of income and cash flows for the six months then ended fairly
present, in conformity with GAAP applied on a basis consistent with the financial statements referred to in subsection (a) of this Section, the
consolidated financial position of the Borrower and its Consolidated Subsidiaries as of such date and their consolidated results of operations and
cash flows for such six-month period (subject to normal year-end audit adjustments).

(c) Material Adverse Change. Since December 31, 2011 there has been no change in the business, assets, fmancial
condition or operations of the Borrower and its Consolidated Subsidiaries, considered as a whole, that would materially and adversely affect the
Borrower’s ability to perform any of its obligations under this Agreement, the Notes or the other Loan Documents.

Section 5.05. Litigation . Except as disclosed in or contemplated by the financial statements referenced in Sections 5.04(a) and 5.05
(b) above, or in any subsequent report of the Borrower filed with the SEC on Form 10-K, 10-Q or 8-K, or otherwise furnished in writing to the
Administrative Agent and each Lender, no litigation, arbitration or administrative proceeding against the Borrower is pending or, to the
Borrower’s knowledge, threatened, which would reasonably be expected to materially and adversely affect the ability of the Borrower to perform
any of its obligations under this Agreement. the Notes or the other Loan Documents. There is no litigation, arbitration or administrative
proceeding pending or, to the knowledge of the Borrower, threatened which questions the validity of this Agreement or the other Loan Documents
to which it is a party.

Section 5.06. No Violation. No part of the proceeds of the borrowings by hereunder will be used, directly or indirectly by the
Borrower for the purpose of purchasing or carrying any “margin stock” within the meaning of Regulation U of the Board of Governors of the
Federal Reserve System, or for any other purpose which violates, or which conflicts with, the provisions of Regulations U or X of said Board of
Governors. The Borrower is not engaged principally, or as one of its important activities, in the business of extending credit for the purpose of
purchasing or carrying any such “margin stock”.

Section 5.07. ERJSA. Each member of the ERISA Group has fulfilled its obligations under the minimum funding standards of
ERISA and the Internal Revenue Code with respect to each Material Plan and is in compliance in all material respects with the presently

)plicable provisions of ERJSA and the Internal Revenue Code with respect to each Material Plan. No member of the ERISA Group has (i)
‘‘—s6ught a waiver of the minimum funding standard under Section 412 of the Internal Revenue Code in respect of any Material Plan, (ii) failed to

make any contribution or payment to any Material Plan, or made any amendment to any Material Plan, which has resulted or could result in the
imposition of a Lien or the posting of a bond or other security under ERISA or the Internal Revenue Code or (iii) incurred any material liability
under Title IV of ERJSA other than a liability to the PBGC for premiums under Section 4007 of ERISA.



Section 5.08. Governmental Approvals. No authorization, consent or approval from any Governmental Authority is required for the
execution, delivery and performance by the Borrower of this Agreement, the Notes and the other Loan Documents to which it is a party and
except such authorizations, consents and approvals, including, without limitation, the KPSC Order, IRA Order and VSCC Order, as shall have
been obtained prior to the Effective Date and shall be in full force and effect; provided , that any exercise of the option to increase the

‘mmitment as contemplated in Section 2.19 may require additional approvals of the KPSC, TRA, VSCC and/or FERC.

Section 5.09. Investment Company Act. The Borrower is not an “investment company” within the meaning of the Investment
Company Act of 1940, as amended.

Section 5.10. Tax Returns and Payments. The Borrower has ified or caused to be filed all federal, state, local and foreign income tax
returns required to have been filed by it and has paid or caused to be paid all income taxes shown to be due on such returns except income taxes
that are being contested in good faith by appropriate proceedings and for which the Borrower shall have set aside on its books appropriate reserves
with respect thereto in accordance with GAAP or that would not reasonably be expected to have a Material Adverse Effect.

Section 5.11. Compliance with Laws. To the knowledge of the Borrower, the Borrower is in compliance with all applicable laws,
regulations and orders of any Governmental Authority, domestic or foreign, in respect of the conduct of its business and the ownership of its
property (including, without limitation, compliance with all applicable ERISA and Environmental Laws and the requirements of any permits
issued under such Environmental Laws), except to the extent (a) such compliance is being contested in good faith by appropriate proceedings or
(b) non-compliance would not reasonably be expected to materially and adversely affect its ability to perform any of its obligations under this
Agreement, the Notes or any other Loan Document to which it is a party.

Section 5.12. No Default. No Default has occurred and is continuing.

Section 5.13. Environmental Matters.

(a) Except (i) as disclosed in or contemplated by the fmancial statements referenced in Sections 5.04(a) and 5.04(b) above,
or in any subsequent report of the Borrower filed with the SEC on form 10-K, lO-Q or 8-K, or otherwise furnished in writing to the
Administrative Agent and each Lender, or (ii) to the extent that the liabilities of the Borrower and its Subsidiaries, taken as a whole, that relate to
or could reasonably be expected to result from the matters referred to in clauses (i) through (iii) of this Section 5.13(a), inclusive, would not
reasonably be expected to result in a Material Adverse Effect:

(i) no notice, notification, citation, summons, complaint or order has been received by the Borrower or any
of its Subsidiaries, no penalty has been assessed nor is any investigation or review pending or, to the Borrower’s or any of its. Subsidiaries’ knowledge, threatened by any governmental or other entity with respect to any (A) alleged violation by or liability of the
Borrower or any of its Subsidiaries of or under any Environmental Law, (B) alleged failure by the Borrower or any of its Subsidiaries to
have any environmental permit, certificate, license, approval, registration or authorization required in connection with the conduct of its
business or (C) generation, storage, treatment, disposal, transportation or release of Hazardous Substances;

(ii) to the Borrower’s or any of its Subsidiaries’ knowledge, no Hazardous Substance has been released
(and no written notification of such release has been filed) (whether or not in a reportable or threshold planning quantity) at, on or under
any property now or previously owned, leased or operated by the Borrower or any of its Subsidiaries; and

(iii) no property now or previously owned, leased or operated by the Borrower or any of its Subsidiaries or,
to the Borrower’s or any of its Subsidiaries’ knowledge, any property to which the Borrower or any of its Subsidiaries has, directly or
indirectly, transported or arranged for the transportation of any Hazardous Substances, is listed or, to the Borrower’s or any of its
Subsidiaries’ knowledge, proposed for listing, on the National Priorities List promulgated pursuant to the Comprehensive Environmental
Response, Compensation and Liability Act of 1980, as amended (“ CERCLA “), on CERCLIS (as defmed in CERCLA) or on any similar
federal, state or foreign list of sites requiring investigation or clean-up.

(b) Except as disclosed in or contemplated by the financial statements referenced in Sections 5.04(a) and 5.04(b) above, or
in any subsequent report of the Borrower filed with the SEC on Form 10-K. 10-Q or 8-K, or otherwise furnished in writing to the Administrative
Agent and each Lender, to the Borrower’s or any of its Subsidiaries’ knowledge, there are no Environmental Liabilities that have resulted or could
reasonably be expected to result in a Material Adverse Effect.

(c) For purposes of this Section 5.13, the terms “the Borrower” and “Subsidiary” shall include any business or business
entity (including a corporation) which is a predecessor, in whole or in part, of the Borrower or any of its Subsidiaries from the time such business
or business entity became a Subsidiary of PPL Corporation, a Pennsylvania corporation.

Section 5.14. OFAC. None of the Borrower, any Subsidiary of the Borrower or any Affiliate of the Borrower: (i) is a Sanctioned
Person, (ii) has more than 10% of its assets in Sanctioned Entities, or (iii) derives more than 10% of its operating income from investments in, or
transactions with Sanctioned Persons or Sanctioned Entities. The proceeds of any Loan will not be used and have not been used to fund any
operations in, frnance any investments or activities in, or make any payments to, a Sanctioned Person or a Sanctioned Entity.

ARTICLE VI
COVENANTS

The Borrower agrees that so long as any Lender has any Commitment hereunder or any amount payable hereunder or under any
Note or other Loan Document remains unpaid or any Letter of Credit Liability remains outstanding:



Section 6.01. Information. The Borrower will deliver or cause to be delivered to each of the Lenders (it being understood that the
posting of the information required in clauses (a), (b) and (f) of this Section 6.01 on the Borrower’s website or PPL Corporation’s website
(http://www.pplweb.com ) or making such information available on IntraLinks, Syndtrak (or similar service) shall be deemed to be effective
delivery to the Lenders):

(a) Annual Financial Statements. Promptly when available and in any event within ten (10) days after the date such
information is required to be delivered to the SEC (or, if the Borrower is not a Public Reporting Company, within one hundred and five (105) days
after the end of each fiscal year of the Borrower), a consolidated balance sheet of the Borrower and its Consolidated Subsidiaries as of the end of
such fiscal year and the related consolidated statements of income and cash flows for such fiscal year and accompanied by an opinion thereon by
independent public accountants of recognized national standing, which opinion shall state that such consolidated financial statements present
fairly the consolidated financial position of the Borrower and its Consolidated Subsidiaries as of the date of such financial statements and the
results of their operations for the period covered by such fmancial statements in conformity with GAAP applied on a consistent basis.

(b) Quarterly Financial Statements. Promptly when available and in any event within ten (10) days after the date such
information is required to be delivered to the SEC (or, if the Borrower is not a Public Reporting Company, within sixty (60) days after the end of
each quarterly fiscal period in each fiscal year of the Borrower (other than the last quarterly fiscal period of the Borrower)), a consolidated balance
sheet of the Borrower and its Consolidated Subsidiaries as of the end of such quarter and the related consolidated statements of income and cash
flows for such fiscal quarter, all certified (subject to normal year-end audit adjustments) as to fairness of presentation, GAAP and consistency by
any vice president, the treasurer or the controller of the Borrower.

(c) Officer’s Certificate. Simultaneously with the delivery of each set of financial statements referred to in subsections (a)
and (b) above, a certificate of the chief accounting officer or controller of the Borrower, (i) setting forth in reasonable detail the calculations
required to establish compliance with the requirements of Section 6.09 on the date of such financial statements and (ii) stating whether there exists
on the date of such certificate any Default and, if any Default then exists, setting forth the details thereof and the action which the Borrower is
taking or proposes to take with respect thereto.

(d) Default. Forthwith upon acquiring knowledge of the occurrence of any (1) Default or (ii) Event of Default, in either
case a certificate of a vice president or the treasurer of the Borrower setting forth the details thereof and the action which the Borrower is taking or
proposes to take tith respect thereto.

(e) Change in Borrower’s Ratings. Promptly, upon the chief executive officer, the president, any vice president or any
senior fmancial officer of the Borrower obtaining knowledge of any change in a Borrower’s Rating, a notice of such Borrower’s Rating in effect
after giving effect to such change.

(f) Securities Laws Filing. To the extent the Borrower is a Public Reporting Company, promptly, when available and in
any event within ten (10) days after the date such information is required to be delivered to the SEC, a copy of any Form 10-K Report to the SEC
and a copy of any form lO-Q Report to the SEC, and promptly upon the filing thereof, any other filings with the SEC.

(g) ERISA Matters. If and when any member of the ERISA Group: (i) gives or is required to give notice to the PBGC of
any “reportable event” (as defined in Section 4043 of ERI SA) with respect to any Material Plan which might constitute grounds for a termination
of such Plan under Title IV of ERISA, or knows that the plan administrator of any Material Plan has given or is required to give notice of any such
reportable event, a copy of the notice of such reportable event given or required to be given to the PBGC; (ii) receives, with respect to any
Material Plan that is a Multiemployer Plan, notice of any complete or partial withdrawal liability under Title IV of ERISA, or notice that any
Multiemployer Plan is in reorganization, is insolvent or has been tenninated, a copy of such notice; (iii) receives notice from the PBGC under
Title IV of ERJSA of an intent to terminate, impose material liability (other than for premiums under Section 4007 of ERISA) in respect of, or
appoint a trustee to administer any Material Plan, a copy of such notice; (iv) applies for a waiver of the minimum funding standard under Section
412 of the Internal Revenue Code with respect to a Material Plan, a copy of such application; (v) gives notice of intent to terminate any Plan under
Section 4041(c) of ERISA, a copy of such notice and other information filed with the PBGC; (vi) gives notice of withdrawal from any Plan
pursuant to Section 4063 of ERISA; or (vii) fails to make any payment or contribution to any Plan or makes any amendment to any Plan which
has resulted or could result in the imposition of a Lien or the posting of a bond or other security, a copy of such notice, a certificate of the chief
accounting officer or controller of the Borrower setting forth details as to such occurrence and action, if any, which the Borrower or applicable
member of the ERISA Group is required or proposes to take.

(h) Other Information. From time to time such additional financial or other information regarding the financial condition,
results of operations, properties, assets or business of the Borrower or any of its Subsidiaries as any Lender may reasonably request.

The Borrower hereby acknowledges that (a) the Administrative Agent will make available to the Lenders and each Issuing
Lender materials andlor information provided by or on behalf of the Borrower hereunder (collectively, “ Borrower Materials “) by posting the
Borrower Materials on IntraLinks or another similar electronic system (the “ Platform “) and (b) certain of the Lenders may be “public-side”
Lenders (i.e.. Lenders that do not wish to receive material non-public information with respect to the Borrower or its securities) (each, a” Public
Lender “). The Borrower hereby agrees that it will use commercially reasonable efforts to identify that portion of the Borrower Materials that may
be distributed to the Public Lenders and that (w) all such Borrower Materials shall be clearly and conspicuously marked “PUBLIC” which, at a
minimum, shall mean that the word “PUBLIC” shall appear prominently on the first page thereof: (x) by marking Borrower Materials “PUBLIC,”

)e Borrower shall be deemed to have authorized the Administrative Agent, the Issuing Lenders and the Lenders to treat such Borrower Materials
---4’s not containing any material non-public information (although it may be sensitive and proprietary) with respect to the Borrower or its securities

for purposes of United States Federal and state securities laws ( provided . however , that to the extent such Borrower Materials constitute
Information (as defined below), they shall be treated as set forth in Section 9.12); (y) all Borrower Materials marked “PUBLIC” are permitted to
be made available through a portion of the Platform designated “Public Investor;” and (z) the Administrative Agent shall be entitled to treat any

—



Borrower Materials that are not marked “PUBLIC” as being suitable only for posting (subject to Section 9.12) on a portion of
the Platform not designated ‘Public Investor.” “ Information “ means all information received from the Borrower or any of its Subsidiaries
relating to the Borrower or any of its Subsidiaries or any of their respective businesses, other than any such information that is available to the
Administrative Agent, any Lender or any Issuing Lender on a nonconfidential basis prior to disclosure by the Borrower or any of its Subsidiaries;

rovided that, in the case of information received from the Borrower or any of its Subsidiaries after the Effective Date, such information is clearly
ntified at the time of delivery as confidential. Any Person required to maintain the confidentiality of Information as provided in this Section

iäll be considered to have complied with its obligation to do so if such Person has exercised the same degree of care to maintain the
confidentiality of such Information as such Person would accord to its own confidential information.

Section 6.02. Maintenance of Property; Insurance.

(a) Maintenance of Properties. The Borrower will keep all property useful and necessary in its businesses in good
working order and condition, subject to ordinary wear and tear, unless the Borrower determines in good faith that the continued maintenance of
any of such properties is no longer economically desirable and so long as the failure to so maintain such properties would not reasonably be
expected to have a Material Adverse Effect.

(b) Insurance. The Borrower will maintain, or cause to be maintained, insurance with fmancially sound (determined in
the reasonable judgment of the Borrower) and responsible companies in such amounts (and with such risk retentions) and against such risks as is
usually carried by owners of similar businesses and properties in the same general areas in which the Borrower operates.

Section 6.03. Conduct of Business and Maintenance of Existence. The Borrower will (i)continue to engage in businesses of the same
general type as now conducted by the Borrower and its Subsidiaries and businesses related thereto or arising out of such businesses, except to the
extent that the failure to maintain any existing business would not have a Material Adverse Effect and (ii) except as otherwise permitted in Section
6.07, preserve, renew and keep in full force and effect, and will cause each of its Subsidiaries to preserve, renew and keep in full force and effect,
their respective corporate (or other entity) existence and their respective rights, privileges and franchises necessary or material to the normal
conduct of business, except, in each case, where the failure to do so could not reasonably be expected to have a Material Adverse Effect.

Section 6.04. Compliance with Laws, Etc. The Borrower will comply with all applicable laws, regulations and orders of any
Governmental Authority, domestic or foreign, in respect of the conduct of its business and the ownership of its property (including, without
limitation, compliance with all applicable ERISA and Environmental Laws and the requirements of any permits issued under such Environmental
Laws), except to the extent (a) such compliance is being contested in good faith by appropriate proceedings or (b) non-compliance could not
reasonably be expected to have a Material Adverse Effect.

Section 6.05. Books and Records. The Borrower (i) will keep, and will cause each of its Subsidiaries to keep, proper books of record
d account in conformity with GAAP and (ii) will permit representatives of the Administrative Agent and each of the Lenders to visit and inspect
Jy of their respective properties, to exanline and make copies from any of their respective books and records and to discuss their respective

affairs, fmances and accounts with their officers, any employees and independent public accountants, all at such reasonable times and as often as
may reasonably be desired; provided, that, the rights created in this Section 6.05 to “visit”, “inspect”, “discuss” and copy shall not extend to any
matters which the Borrower deems, in good faith, to be confidential, unless the Administrative Agent and any such Lender agree in writing to
keep such matters confidential.

Section 6.06. Use of Proceeds . The proceeds of the Loans made under this Agreement will be used by the Borrower to repay
loans under the Existing Credit Agreement on the Effective Date and for general corporate purposes of the Borrower and its Subsidiaries,
including for working capital purposes and for making investments in or loans to Subsidiaries. The Borrower will request the issuance of Letters
of Credit solely for general corporate purposes of the Borrower and its Subsidiaries including to support issuances of tax-exempt pollution control
bonds issued on behalf of the Borrower and!or its Subsidiaries. No such use of the proceeds for general corporate purposes will be, directly or
indirectly, for the purpose, whether inmiediate, incidental or ultimate, of buying or carrying any Margin Stock within the meaning of Regulation
U.

Section 6.07. Merger or Consolidation. The Borrower will not merge with or into or consolidate with or into any other corporation or
entity, unless (i) inimediately after giving effect thereto, no event shall occur and be continuing which constitutes a Default, (ii) the surviving or
resulting Person, as the case may be, assumes and agrees in writing to pay and perform all of the obligations of the Borrower under this
Agreement, (iii) substantially all of the consolidated assets and consolidated revenues of the surviving or resulting Person, as the case may be, are
anticipated to come from the utility or energy businesses and (iv) the senior long-term debt ratings from both Rating Agencies of the surviving or
resulting Person, as the case may be, immediately following the merger or consolidation is equal to or greater than the senior long-term debt
ratings from both Rating Agencies of the Borrower immediately preceding the announcement of such consolidation or merger.

Section 6.08. Asset Sales. Except for the sale of assets required to be sold to conform with governmental requirements, the Borrower
shall not consummate any Asset Sale, if the aggregate net book value of all such Asset Sales consunmiated during the four calendar quarters
immediately preceding any date of determination would exceed 25% of the total assets of the Borrower and its Consolidated Subsidiaries as of the
beginning of the Borrower’s most recently ended full fiscal quarter; provided, however, that any such Asset Sale will be disregarded for purposes
of the 25% limitation specified above: (a) if any such Asset Sale is in the ordinary course of business of the Borrower (b) if the assets subject to
any such Asset Sale are worn out or are no longer useful or necessary in connection with the operation of the businesses of the Borrower; (c) if the
9ssets subject to any such Asset Sale are being transferred to a Wholly Owned Subsidiary of the Borrower; (d) if the proceeds from any such Asset
)le (i) are, within twelve (12) months of such Asset Sale, invested or reinvested by the Borrower in a Permitted Business, (ii) are used by the

—orrower to repay Debt of the Borrower, or (iii) are retained by the Borrower; or (e) if, prior to any such Asset Sale, both Rating Agencies
coniinn the then-current Borrower Ratings after giving effect to any such Asset Sale.

Section 6.09. Consolidated Debt to Consolidated Capitalization Ratio. The ratio of Consolidated Debt of the Borrower to



Consolidated Capitalization of the Borrower shall not exceed 70%, measured as of the end of each fiscal quarter.

ARTICLE VII
DEFAULTS

Section 7.01. Events of Default. If one or more of the following events (each an “Event of Default”) shall have occurred and be
ntinuing:

(a) the Borrower shall fail to pay when due any principal on any Loans or Reimbursement Obligations; or

(b) the Borrower shall fail to pay when due any interest on the Loans and Reimbursement Obligations, any fee or any other
amount payable hereunder or under any other Loan Document for five (5) days following the date such payment becomes due hereunder; or

(c) the Borrower shall fail to observe or perform any covenant or agreement contained in clause (ii) of Section 6.05, or
Sections 6.06, 6.07, 6.08 or 6.09; or

(d) the Borrower shall fail to observe or perform any covenant or agreement contained in Section 6.01(d)(i) for 30 days
after any such failure or in Section 6.01(d)(ii) for ten (10) days after any such failure; or

(e) the Borrower shall fail to observe or perform any covenant or agreement contained in this Agreement or any other
Loan Document (other than those covered by clauses (a), (b), (c) or (d) above) for thirty (30) days after written notice thereof has been given to
the defaulting party by the Administrative Agent, or at the request of the Required Lenders; or

(f) any representation, warranty or certification made by the Borrower in this Agreement or any other Loan Document or
in any certificate, fmancial statement or other document delivered pursuant hereto or thereto shall prove to have been incorrect in any material
respect when made or deemed made; or

(g) the Borrower shall (i) fail to pay any principal or interest, regardless of amount, due in respect of any Material Debt
beyond any period of grace provided with respect thereto, or (ii) fail to observe or perform any other term, covenant, condition or agreement
contained in any agreement or instrument evidencing or governing any such Material Debt beyond any period of grace provided with respect
thereto if the effect of any failure referred to in this clause (ii) is to cause, or to permit the holder or holders of such Debt or a trustee on its or their
behalf to cause, such Debt to become due prior to its stated maturity; or

(h) the Borrower shall commence a voluntary case or other proceeding seeking liquidation, reorganization or other relief‘ Nth respect to itself or its debts under any bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the appointment of a
,utee, receiver, liquidator, custodian or other similar official of it or any substantial part of its property, or shall consent to any such relief or to

the appointment of or taking possession by any such official in an involuntary case or other proceeding commenced against it, or shall make a
general assignment for the benefit of creditors, or shall fail generally to pay, or shall admit in writing its inability to pay, its debts as they become
due, or shall take any corporate action to authorize any of the foregoing; or

(i) an involuntary case or other proceeding shall be commenced against the Borrower seeking liquidation, reorganization
or other relief with respect to it or its debts under any bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the
appointment of a trustee, receiver, liquidator, custodian or other similar official of it or any substantial part of its property, and such involuntary
case or other proceeding shall remain undismissed and unstayed for a period of 60 days; or an order for relief shall be entered against the
Borrower under the Bankruptcy Code; or

(j) any member of the ERISA Group shall fail to pay when due an amount or amounts aggregating in excess of
$50,000,000 which it shall have become liable to pay under Title [V of ERISA; or notice of intent to temiinate a Material Plan shall be filed under
Title IV of ERISA by any member of the ERISA Group, any plan administrator or any combination of the foregoing; or the PBGC shall institute
proceedings under Title IV of ERISA to terminate, to impose liability (other than for premiums under Section 4007 of ERISA) in respect of, or to
cause a trustee to be appointed to administer any Material Plan; or a condition shall exist by reason of which the PBGC would be entitled to obtain
a decree adjudicating that any Material Plan must be tenninated; or there shall occur a complete or partial withdrawal from, or default, within the
meaning of Section 421 9(c)(5) of ERISA, with respect to, one or more Multiemployer Plans which could reasonably be expected to cause one or
more members of the ERISA Group to incur a current payment obligation in excess of $50,000,000; or

(k) the Borrower shall fail within sixty (60) days to pay, bond or otherwise discharge any judgment or order for the
payment of money in excess of $20,000,000, entered against the Boirower that is not stayed on appeal or otherwise being appropriately contested
in good faith; or

(1) a Change of Control shall have occurred;

then, and in every such event, while such event is continuing, the Administrative Agent may (A) if requested by the Required Lenders, by notice
to the Borrower terminate the Commitments, and the Commitments shall thereupon terminate, and (B) if requested by the Lenders holding more
than 50% of the sum of the aggregate outstanding principal amount of the Loans and Letter of Credit Liabilities at such time, by notice to the

)Jrrower declare the Loans and Letter of Credit Liabilities (together with accrued interest and accrued and unpaid fees thereon and all other
‘‘—_-ctfiiounts due hereunder) to be, and the Loans and Letter of Credit Liabilities shall thereupon become, immediately due and payable without

presentment, demand, protest or other notice of any kind (except as set forth in clause (A) above), all of which are hereby waived by the Borrower
and require the Borrower to, and the Borrower shall, cash collateralize (in accordance with Section 2.09(a)(ii)) all Letter of Credit Liabilities then
outstanding; provided , that, in the case of any Default or any Event of Default specified in clause 7.01(h) or 7.01(i) above with respect to the



Borrower, without any notice to the Borrower or any other act by the Administrative Agent or any Lender, the Commitments shall thereupon
terminate and the Loans and Letter of Credit Liabilities (together with accrued interest and accrued and unpaid fees thereon and all other amounts
due hereunder) shall become immediately due and payable without presentment, demand, protest or other notice of any kind, all of which are
hereby waived by the Borrower, and the Borrower shall cash collateralize (in accordance with Section 2.09(a)(ii)) all Letter of Credit Liabilities

en outstanding.

ARTICLE Vifi
TilE AGENTS

Section 8.01. Appointment and Authorization. Each Lender hereby irrevocably designates and appoints the Administrative Agent to
act as specified herein and in the other Loan Documents and to take such actions on its behalf under the provisions of this Agreement and the
other Loan Documents and perform such duties as are expressly delegated to the Administrative Agent by the terms of this Agreement and the
other Loan Documents, together with such other powers as are reasonably incidental thereto. The Administrative Agent agrees to act as such upon
the express conditions contained in this Article VIII. Notwithstanding any provision to the contrary elsewhere in tins Agreement or in any other
Loan Document, the Administrative Agent shall not have any duties or responsibilities, except those expressly set forth herein or in the other Loan
Documents, or any fiduciary relationship with any Lender, and no implied covenants, functions, responsibilities, duties, obligations or liabilities
shall be read into this Agreement or otherwise exist against the Administrative Agent. The provisions of this Article VIII are solely for the benefit
of the Administrative Agent and Lenders, and no other Person shall have any rights as a third party beneficiary of any of the provisions
hereof. for the sake of clarity, the Lenders hereby agree that no Agent other than the Administrative Agent shall have, in such capacity, any
duties or powers with respect to this Agreement or the other Loan Documents.

Section 8.02. Individual Capacity. The Administrative Agent and its Affiliates may make loans to, accept deposits from and
generally engage in any kind of business with the Borrower and its Affiliates as though the Administrative Agent were not an Agent. With respect
to the Loans made by it and all obligations owing to it, the Administrative Agent shall have the same rights and powers under this Agreement as
any Lender and may exercise the same as though it were not an Agent, and the terms “Required Lenders”, “Lender” and “Lenders” shall include
the Administrative Agent in its individual capacity.

Section 8.03. Delegation of Duties. The Administrative Agent may execute any of its duties under this Agreement or any other Loan
Document by or through agents or attorneys-in-fact. The Administrative Agent shall not be responsible for the negligence or misconduct of any
agents or attorneys-in-fact selected by it with reasonable care except to the extent otherwise required by Section 8.07.

Section 8.04. Reliance by the Administrative Agent. The Administrative Agent shall be entitled to rely, and shall be fully protected
li-i relying, upon any note, writing, resolution, notice, consent, certificate, affidavit, letter, telecopy or other electronic facsimile transmission, telex,
telegram, cable, teletype, electronic transmission by modem, computer disk or any other message, statement, order or other writing or( nversation believed by it to be genuine and correct and to have been signed, sent or made by the proper Person or Persons and upon advice and
- litements of legal counsel (including, without limitation, counsel to the Borrower), independent accountants and other experts selected by the
Administrative Agent. The Administrative Agent shall be fully justified in failing or refusing to take any action under this Agreement or any other
Loan Document unless it shall first receive such advice or concurrence of the Required Lenders, or all of the Lenders, if applicable, as it deems
appropriate or it shall first be indenmffied to its satisfaction by the Lenders against any and all liability and expense which may be incurred by it
by reason of taking or continuing to take any such action. The Administrative Agent shall in all cases be fully protected in acting, or in refraining
from acting. under this Agreement and the other Loan Documents in accordance with a request of the Required Lenders or all of the Lenders, if
applicable, and such request and any action taken or failure to act pursuant thereto shall be binding upon all of the Lenders.

Section 8.05. Notice of Default. The Administrative Agent shall not be deemed to have knowledge or notice of the occurrence of any
Default hereunder unless the Administrative Agent has received notice from a Lender or the Borrower referring to this Agreement, describing
such Default and stating that such notice is a “notice of default”. If the Administrative Agent receives such a notice, the Administrative Agent
shall give prompt notice thereof to the Lenders. The Administrative Agent shall take such action with respect to such Default as shall be
reasonably directed by the Required Lenders; provided, that, unless and until the Administrative Agent shall have received such directions, the
Administrative Agent may (but shall not be obligated to) take such action, or refrain from taking such action, with respect to such Default as it
shall deem advisable in the best interests of the Lenders.

Section 8.06. Non-Reliance on the Agents and Other Lenders. Each Lender expressly acknowledges that no Agent or officer,
director, employee, agent, attorney-in-fact or affiliate of any Agent has made any representations or warranties to it and that no act by any Agent
hereafter taken, including any review of the affairs of the Borrower, shall be deemed to constitute any representation or warranty by such Agent to
any Lender. Each Lender acknowledges to the Agents that it has, independently and without reliance upon any Agent or any other Lender, and
based on such documents and information as it has deemed appropriate, made its on appraisal of and investigation into the business, assets,
operations, property, financial and other condition, prospects and creditworthiness of the Borrower and made its ovn decision to make its Loans
hereunder and to enter into this Agreement. Each Lender also acknowledges that it will, independently and without reliance upon any Agent or
any other Lender, and based on such documents and information as it shall deem appropriate at the time, continue to make its own credit analysis,
appraisals and decisions in taking or not taking action under this Agreement, and to make such investigation as it deems necessary to inform itself
as to the business, assets, operations, property, fmancial and other condition, prospects and creditworthiness of the Borrower. No Agent shall
have any duty or responsibility to provide any Lender with any credit or other information concerning the business, operations, assets, property,
fmancial and other condition, prospects or creditworthiness of the Borrower which may come into the possession of such Agent or any of its
officers, directors, employees, agents, attorneys-in-fact or affiliates.

Section 8.07. Exculpatory Provisions. The Administrative Agent shall not, and no officers, directors, employees, agents, attorneys
in-fact or affiliates of the Administrative Agent, shall (i) be liable for any action lawfully taken or omitted to be taken by it under or in connection
with this Agreement or any other Loan Document (except for its own gross negligence. willful misconduct or bad faith) or (ii) be responsible in
any manner to any of the Lenders for any recitals, statements, representations or warranties made by the Borrower or any of its officers contained



in this Agreement, in any other Loan Document or in any certificate, report, statement or other document referred to or provided for in, or
received by the Administrative Agent under or in connection with, this Agreement or any other Loan Document or for any failure of the Borrower
or any of its officers to perform its obligations hereunder or thereunder. The Administrative Agent shall not be under any obligation to any
Lender to ascertain or to inquire as to the observance or performance of any of the agreements contained in, or conditions of, this Agreement or

y other Loan Document, or to inspect the properties, books or records of the Borrower. The Administrative Agent shall not be responsible to
Lender for the effectiveness, genuineness, validity, enforceability, collectibility or sufficiency of this Agreement or any other Loan Document

for any representations, warranties, recitals or statements made by any other Person herein or therein or made by any other Person in any
written or oral statement or in any financial or other statements, instruments, reports, certificates or any other documents in connection herewith or
therewith furnished or made by the Administrative Agent to the Lenders or by or on behalf of the Borrower to the Administrative Agent or any
Lender or be required to ascertain or inquire as to the performance or observance of any of the terms, conditions, provisions, covenants or
agreements contained herein or therein or as to the use of the proceeds of the Loans or of the existence or possible existence of any Default.

Section 8.08. Indemnification To the extent that the Borrower for any reason fails to indefeasibly pay any amount required under
Sections 9.03(a), (b) or (c) to be paid by it to the Administrative Agent (or any sub-agent thereof), the Lenders severally agree to indemni’ the
Administrative Agent, in its capacity as such, and hold the Administrative Agent, in its capacity as such, harmless ratably according to their
respective Commitments from and against any and all liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs and
reasonable expenses or disbursements of any kind whatsoever which may at any time (including, without limitation, at any time following the full
payment of the obligations of the Borrower hereunder) be imposed on, incurred by or asserted against the Administrative Agent, in its capacity as
such, in any way relating to or arising out of this Agreement or any other Loan Document, or any documents contemplated hereby or referred to
herein or the transactions contemplated hereby or any action taken or omitted to be taken by the Administrative Agent under or in connection with
any of the foregoing, but only to the extent that any of the foregoing is not paid by the Borrower; provided, that no Lender shall be liable to the
Administrative Agent for the payment of any portion of such liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs or
expenses or disbursements resulting from the gross negligence, willful misconduct or bad faith of the Administrative Agent. If any indemnity
furnished to the Administrative Agent for any purpose shall, in the reasonable opinion of the Administrative Agent, be insufficient or become
impaired, the Administrative Agent may call for additional indemnity and cease, or not commence, to do the acts indemnified against until such
additional indemnity is furnished. The agreement in this Section 8.08 shall survive the payment of all Loans, Letter of Credit Liabilities, fees and
other obligations of the Borrower arising hereunder.

Section 8.09. Resignation: Successors. The Administrative Agent may resign as Administrative Agent upon twenty (20) days notice
to the Lenders. Upon the resignation of the Administrative Agent, the Required Lenders shall have the right to appoint from among the Lenders a
successor to the Administrative Agent, subject to prior approval by the Borrower (so long as no Event of Default exists) (such approval not to be
unreasonably withheld), whereupon such successor Administrative Agent shall succeed to and become vested with all the rights, powers and
duties of the retiring Administrative Agent, and the term “Administrative Agent” shall include such successor Administrative Agent effective
upon its appointment, and the retiring Administrative Agent’s rights, powers and duties as Administrative Agent shall be terminated, without any
‘ther or further act or deed on the part of such former Administrative Agent or any of the parties to this Agreement or any other Loan
,bcument. If no successor shall have been appointed by the Required Lenders and approved by the Borrower and shall have accepted such

appointment within thirty (30) days after the retiring Administrative Agent gives notice of its resignation, then the retiring Administrative Agent
may at its election give notice to the Lenders and the Borrower of the immediate effectiveness of its resignation and such resignation shall
thereupon become effective and the Lenders collectively shall perform all of the duties of the Administrative Agent hereunder and under the other
Loan Documents until such time, if any, as the Required Lenders appoint a successor agent as provided for above. Afier the retiring
Administrative Agent’s resignation hereunder as Administrative Agent, the provisions of this Article VIII shall inure to its benefit as to any
actions taken or omitted to be taken by it while it was Administrative Agent under this Agreement or any other Loan Document.

Section 8.10. Administrative Agent’s fees. The Borrower shall pay to the Administrative Agent for its own account fees in the
amount and at the times agreed to and accepted by the Borrower pursuant to the Fee Letter.

ARTICLE IX
MISCELLANEOUS

Section 9.01. Notices. Except as otherwise expressly provided herein, all notices and other communications hereunder shall be in
writing (for purposes hereof, the term “writing” shall include information in electronic format such as electronic mail and internet web pages) or
by telephone subsequently confirmed in writing; provided that the foregoing shall not apply to notices to any Lender, the Swingline Lender or
Issuing Lender pursuant to Article II or Article III, as applicable, if such Lender, Swingline Lender or Issuing Lender, as applicable, has notified
the Administrative Agent that it is incapable of receiving notices under such Article in electronic format. Any notice shall have been duly given
and shall be effective if delivered by hand delivery or sent via electronic mail, telecopy, recognized overnight courier service or certified or
registered mail, return receipt requested, or posting on an internet web page, and shall be presumed to be received by a party hereto (i) on the date
of delivery if delivered by hand or sent by electronic mail, posting on an internet web page, or telecopy, (ii) on the Business Day following the day
on which the same has been delivered prepaid (or on an invoice basis) to a reputable national overnight air courier service or (iii) on the third
Business Day following the day on which the same is sent by certified or registered mail, postage prepaid, in each case to the respective parties at
the address or telecopy numbers, in the case of the Borrower and the Administrative Agent, set forth below, and, in the case of the Lenders, set
forth on signature pages hereto, or at such other address as such party may specify by written notice to the other parties hereto:

if to the Borrower:

Kentucky Utilities Company
One Quality Street
Lexington, Kentucky 40507
Attention: Treasurer
Telephone: 502-627-4956

—



Facsimile: 502-627-4742

with a copies to:

Kentucky Utilities Company
One Quality Street
Lexington, Kentucky 40507
Attention: General Counsel
Telephone: 502-627-3450
Facsimile: 502-627-3367

PPL Services Corporation
Two North Ninth Street (GENTW4)
Allentown, Pennsylvania 18101-1179
Attention: Frederick C. Paine, Esq.
Telephone: 610-774-7445
Facsimile: 610-774-6726

PPL Services Corporation
Two North Ninth Street (GENTW14)
Allentown, Pennsylvania 18101-1179
Attention: Russell R. Clelland
Telephone: 610-774-5151
Facsimile: 610-774-5235

if to the Administrative Agent:

Wells Fargo Bank, National Association
1525 West W.T. Harris Boulevard
Mail Code: MAC Dl 109-019
Charlotte, NC 28262
Attention: Syndication Agency Services
Telephone: 704.590.2706
Telecopier: 704.590.2790
Electronic Mail: agencyservices.requests@wellsfargo.com

th a copy to:

Wells Fargo Bank, National Association
90 S 7th Street, MAC: N9305-070
Minneapolis, MN 55402
Attention: Keith Luettel
Telephone: 612-667-4747
Facsimile: 6 02-3 16-05 06

with a copy to:

Davis Polk & Wardwell LLP
450 Lexington Avenue
New York, New York 10017
Attention: Jason Kynvood
Telephone: 212-450-4653
Facsimile: 212-450-5653

Section 9.02. No Waivers; Non-Exclusive Remedies. No failure by any Agent or any Lender to exercise, no course of dealing with
respect to, and no delay in exercising any right, power or privilege hereunder or under any Note or other Loan Document shall operate as a waiver
thereof nor shall any single or partial exercise thereof preclude any other or further exercise thereof or the exercise of any other right, power or
privilege. The rights and remedies provided herein and in the other Loan Documents shall be cumulative and not exclusive of any rights or
remedies provided by law.

Section 9.03. Expenses; Indemnification.

(a) Expenses. The Borrower shall pay (i) all out-of-pocket expenses of the Agents, including legal fees and disbursements
of Davis Polk & Wardwell LLP and any other local counsel retained by the Administrative Agent, in its reasonable discretion, in connection with

preparation, execution, delivery and administration of the Loan Documents, the syndication efforts of the Agents with respect thereto, any
aiver or consent thereunder or any amendment thereof or any Default or alleged Default thereunder and (ii) all reasonable out-of-pocket

expenses incurred by the Agents and each Lender, including (without duplication) the fees and disbursements of outside counsel, in connection
with any restructuring, workout, collection, bankruptcy, insolvency and other enforcement proceedings in connection with the enforcement and
protection of its rights; provided , that the Borrower shall not be liable for any legal fees or disbursements of any counsel for the Agents and the



Lenders other than Davis Polk & Wardwell LLP associated with the preparation, execution and delivery of this Agreement
and the closing documents contemplated hereby.

(b) Indemnity in Respect of Loan Documents. The Borrower agrees to indemnif’ the Agents and each Lender, their
respective Affiliates and the respective directors, officers, trustees, agents, employees, trustees and advisors of the foregoing (each an”

denmitee “) and hold each Indenmitee harmless from and against any and all liabilities, obligations, losses, damages, penalties, actions,
dgments, suits, costs and expenses or disbursements of any kind whatsoever (including, without limitation, the reasonable fees and

disbursements of counsel and any civil penalties or fmes assessed by OFAC), which may at any time (including, without limitation, at any time
following the payment of the obligations of the Borrower hereunder) be imposed on, incurred by or asserted against such Indenmitee in
connection with any investigative, administrative or judicial proceeding (whether or not such Indemnitee shall be designated a party thereto)
brought or threatened (by any third party, by the Borrower or any Subsidiary of the Borrower) in any way relating to or arising out of this
Agreement, any other Loan Document or any documents contemplated hereby or referred to herein or any actual or proposed use of proceeds of
Loans hereunder; provided, that no hidemnitee shall have the right to be indemnified hereunder for such Indemnitee’s own gross negligence or
willful misconduct as determined by a court of competent jurisdiction in a fmal, non-appealable judgment or order.

(c) Indenmity in Respect of Environmental Liabilities. The Borrower agrees to indenmifi each Indemnitee and hold each
Indemnitee harmless from and against any and all liabilities, obligations, losses, damages, penalties, actions, judgments, suits, claims, costs and
expenses or disbursements of any kind whatsoever (including, without limitation, reasonable expenses of investigation by engineers,
environmental consultants and similar technical personnel and reasonable fees and disbursements of counsel) which may at any time (including,
without limitation, at any time following the payment of the obligations of the Borrower hereunder) be imposed on, incurred by or asserted against
such Indenmitee in respect of or in connection with any actual or alleged presence or release of Hazardous Substances on or from any property
now or previously owned or operated by the Borrower or any of its Subsidiaries or any predecessor of the Borrower or any of its Subsidiaries, or
any and all Environmental Liabilities. Without limiting the generality of the foregoing, the Borrower hereby waives all rights of contribution or
any other rights of recovery with respect to liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs and expenses and
disbursements in respect of or in connection with Environmental Liabilities that it might have by statute or otherwise against any Indemnitee.

(d) Waiver of Damages. To the fullest extent permitted by applicable law, the Borrower shall not assert, and hereby
waives, any claim against any Indenmitee, on any theory of liability, for special, indirect, consequential or punitive damages (as opposed to direct
or actual damages) arising out of, in connection with, or as a result of, this Agreement, any other Loan Document or any agreement or instrument
contemplated hereby, the transactions contemplated hereby or thereby, any Loan or Letter of Credit or the use of the proceeds thereof. No
Indemnitee referred to in clause (b) above shall be liable for any damages arising from the use by unintended recipients of any information or
other materials distributed by it through telecommunications, electronic or other information transmission systems in connection with this
Agreement or the other Loan Documents or the transactions contemplated hereby or thereby; provided that nothing in this Section 9.03(d) shall
relieve any Lender from its obligations under Section 9.12.

Section 9.04. Sharing of Set-Offs . Each Lender agrees that if it shall, by exercising any right of set-off or counterclaim or otherwise,
receive payment of a proportion of the aggregate amount of principal and interest due with respect to any Loan made or Note held by it and any
Letter of Credit Liabilities which is greater than the proportion received by any other Lender in respect of the aggregate amount of principal and
interest due with respect to any Loan, Note and Letter of Credit Liabilities made or held by such other Lender, the Lender receiving such
proportionately greater payment shall purchase such participations in the Loan made or Notes and Letter of Credit Liabilities held by the other
Lenders, and such other adjustments shall be made, in each case as may be required so that all such payments of principal and interest with respect
to the Loan made or Notes and Letter of Credit Liabilities made or held by the Lenders shall be shared by the Lenders pro rata; provided, that
nothing in this Section shall impair the right of any Lender to exercise any right of set-off or counterclaim it may have for payment of
indebtedness of the Borrower other than its indebtedness hereunder.

Section 9.05. Amendments and Waivers. My provision of this Agreement or the Notes may be amended or waived if, but only if,
such amendment or waiver is in writing and is signed by the Borrower and the Required Lenders (and, if the rights or duties of the Administrative
Agent, Swingline Lender or any Issuing Lenders are affected thereby, by the Administrative Agent, Swingline Lender or such Issuing Lender, as
relevant); provided, that no such amendment or waiver shall, (a) unless signed by each Lender adversely affected thereby, (1) increase the
Commitment of any Lender or subject any Lender to any additional obligation (it being understood that waivers or modifications of conditions
precedent, covenants. Defaults or of mandatory reductions in the Commitments shall not constitute an increase of the Commitment of any Lender,
and that an increase in the available portion of any Commitment of any Lender as in effect at any time shall not constitute an increase in such
Commitment), (ii) reduce the principal of or rate of interest on any Loan (except in connection with a waiver of applicability of any post-default
increase in interest rates) or the amount to be reimbursed in respect of any Letter of Credit or any interest thereon or any fees hereunder, (iii)
postpone the date fixed for any payment of interest on any Loan or the amount to be reimbursed in respect of any Letter of Credit or any interest
thereon or any fees hereunder or for any scheduled reduction or termination of any Commitment or (except as expressly provided in Article III)
expiration date of any Letter of Credit, (iv) postpone or change the date fixed for any scheduled payment of principal of any Loan, (v) change any
provision hereof in a mariner that would alter the pro rata funding of Loans required by Section 2.04(b), the pro rata sharing of payments required
by Sections 2.11(a), 2.09(b) or 9.04 or the pro rata reduction of Commitments required by Section 2.08(a) or (vi) change the currency in which
Loans are to be made, Letters of Credit are to be issued or payment under the Loan Documents is to be made, or add additional borrowers or (b)
unless signed by each Lender, change the definition of Required Lender or this Section 9.05 or Section 9.06(a).

Section 9.06. Successors and Assigns

(a) Successors and Assigns. The provisions of this Agreement shall be binding upon and inure to the benefit of the parties
(ereto and their respective successors and assigns, except that the Borrower may not assign or otherwise transfer any of its rights under this

Agreement without the prior written consent of all of the Lenders, except to the extent any such assignment results from the consummation of a
merger or consolidation permitted pursuant to Section 6.07 of this Agreement.



(b) Participations . Any Lender may at any time grant to one or more banks or other fmancial institutions or special
purpose finding vehicle (each a “ Participant “) participating interests in its Commitments &idlor any or all of its Loans and Letter of Credit
Liabilities. In the event of any such grant by a Lender of a participating interest to a Patticipaffi, whether or not upon notice to the Borrower and
the Administrative Agent, such Lender shall remain responsible for the performance of its obligations hereunder, and the Borrower, the Issuing

enders, Swingline Lender and the Administrative Agent shall continue to deal solely and directly with such Lender in connection with such
der’s rights and obligations under this Agreement. My agreement pursuant to which any Lender may grant such a participating interest shall

1..1ovide that such Lender shall retain the sole right and responsibility to enforce the obligations of the Borrower hereunder including, without
limitation, the right to approve any amendment, modification or waiver of any provision of this Agreement; provided , that such participation
agreement may provide that such Lender will not agree to any modification, amendment or waiver of this Agreement which would (i) extend the
Termination Date, reduce the rate or extend the time of payment of principal, interest or fees on any Loan or Letter of Credit Liability in which
such Participant is participating (except in connection with a waiver of applicability of any post-default increase in interest rates) or reduce the
principal amount thereof, or increase the amount of the Participant’s participation over the amount thereof then in effect (it being understood that a
waiver of any Default or of a mandatory reduction in the Commitments shall not constitute a change in the terms of such participation, and that an
increase in any Commitment or Loan or Letter of Credit Liability shall be permitted without the consent of any Participant if the Participant’s
participation is not increased as a result thereof) or (ii) allow the assignment or transfer by the Borrower of any of its rights and obligations under
this Agreement, without the consent of the Participant, except to the extent any such assignment results from the consummation of a merger or
consolidation permitted pursuant to Section 6.07 of this Agreement. The Borrower agrees that each Participant shall, to the extent provided in its
participation agreement, be entitled to the benefits of Article II with respect to its participating interest to the same extent as if it were a Lender,
subject to the same limitations, and in no case shall any Participant be entitled to receive any amount payable pursuant to Article II that is greater
than the amount the Lender granting such Participant’s participating interest would have been entitled to receive had such Lender not sold such
participating interest. An assignment or other transfer which is not permitted by subsection (c) or (d) below shall be given effect for purposes of
this Agreement only to the extent of a participating interest granted in accordance with this subsection (b). Each Lender that sells a participation
shall, acting solely for this purpose as a non-fiduciary agent of the Borrower, maintain a register (solely for tax purposes) on which it enters the
name and address of each Participant and the principal amounts (and stated interest) of each Participant’s interest in the Loans or other obligations
under the Loan Documents (the “Participant Register”). The entries in the Participant Register shall be conclusive absent manifest error, and such
Lender shall treat each Person whose name is recorded in the Participant Register as the owner of such participation for all purposes of this
Agreement notwithstanding any notice to the contrary.

(c) Assignments Generally . Any Lender may at any time assign to one or more Eligible Assignees (each, an” Assignee “)

all, or a proportionate part (equivalent to an initial amount of not less than $5,000,000 or any larger integral multiple of $1,000,000), of its rights
and obligations under this Agreement and the Notes with respect to its Loans and, if still in existence, its Commitment, and such Assignee shall
assume such rights and obligations, pursuant to an Assignment and Assumption Agreement in substantially the form of Exhibit C attached hereto
executed by such Assignee and such transferor, with (and subject to) the consent of the Borrower, which shall not be unreasonably withheld or
delayed, the Administrative Agent, Swingline Lender and the Issuing Lenders, which consent shall not be unreasonably withheld or delayed;
‘cpvided , that if an Assignee is an Affiliate of such transferor Lender or was a Lender immediately prior to such assignment, no such consent of

Borrower or the Administrative Agent shall be required; provided , further , that if at the time of such assignment a Default or an Event of
Default has occurred and is continuing, no such consent of the Borrower shall be required; provided , further , that no such assignment may be
made prior to the Effective Date without the prior written consent of the Joint Lead Arrangers; provided , further , that the provisions of Sections
2.12, 2.16, 2.17 and 9.03 of this Agreement shall inure to the benefit of a transferor with respect to any Loans made, any Letters of Credit issued
or any other actions taken by such transferor while it was a Lender. Upon execution and delivery of such instrument and payment by such
Assignee to such transferor of an amount equal to the purchase price agreed between such transferor and such Assignee, such Assignee shall be a
Lender party to this Agreement and shall have all the rights and obligations of a Lender with a Commitment, if any, as set forth in such instnnnent
of assumption, and the transferor shall be released from its obligations hereunder to a corresponding extent, and no further consent or action by
any party shall be required. Upon the consummation of any assignment pursuant to this subsection (c), the transferor, the Administrative Agent
and the Borrower shall make appropriate arrangements so that, if required, a new Note is issued to the Assignee. In connection x4th any such
assignment, the transferor shall pay to the Administrative Agent an administrative fee for processing such assignment in the amount of $3,500;
provided that the Administrative Agent may, in its sole discretion, elect to waive such administrative fee in the case of any assignment. Each
Assignee shall, on or before the effective date of such assignment. deliver to the Borrower and the Administrative Agent certification as to
exemption from deduction or withholding of any United States Taxes in accordance with Section 2.17(e).

(d) Assignments to Federal Reserve Banks. Any Lender may at any time assign all or any portion of its rights under this
Agreement and its Note to a Federal Reserve Bank. No such assignment shall release the transferor Lender from its obligations hereunder.

(e) Register. The Borrower hereby designates the Administrative Agent to serve as the Borrower’s agent, solely for
purposes of this Section 9.06(e), to (i) maintain a register (the “ Register “) on which the Administrative Agent will record the Commitments from
time to time of each Lender, the Loans made by each Lender and each repayment in respect of the principal amount of the Loans of each Lender
and to (ii) retain a copy of each Assignment and Assumption Agreement delivered to the Administrative Agent pursuant to this Section. Failure to
make any such recordation, or any error in such recordation, shall not affect the Borrower’s obligation in respect of such Loans. The entries in the
Register shall be conclusive, in the absence of manifest error, and the Borrower, the Administrative Agent, Swingline Lender, the Issuing Lenders
and the other Lenders shall treat each Person in whose name a Loan and the Note evidencing the same is registered as the owner thereof for all
purposes of this Agreement, notwithstanding notice or any provision herein to the contrary. With respect to any Lender, the assignment or other
transfer of the Commitments of such Lender and the rights to the principal of, and interest on, any Loan made and any Note issued pursuant to this
Agreement shall not be effective until such assignment or other transfer is recorded on the Register and, except to the extent provided in this
subsection 9.06(e), otherwise complies with Section 9.06, and prior to such recordation all amounts owing to the transferring Lender with respect

) such Conunitments, Loans and Notes shall remain owing to the transferring Lender. The registration of assignment or other transfer of all or
art of any Commitments, Loans and Notes for a Lender shall be recorded by the Administrative Agent on the Register only upon the acceptance

by the Administrative Agent of a properly executed and delivered Assignment and Assumption Agreement and payment of the administrative fee
referred to in Section 9.06(c). The Register shall be available for inspection by each of the Borrower, the Swingline Lender and each Issuing
Lender at any reasonable time and from time to time upon reasonable prior notice. In addition, at any time that a request for a consent for a



material or substantive change to the Loan Documents is pending, any Lender wishing to consult with other Lenders in
connection therewith may request and receive from the Administrative Agent a copy of the Register. The Borrower may not replace any Lender
pursuant to Section 2.08(b) , unless, with respect to any Notes held by such Lender, the requirements of subsection 9.06(c) and this subsection
9.06(e) have been satisfied.

Section 9.07. Governing Law; Submission to Jurisdiction. This Agreement and each Note shall be governed by and construed in
cordance with the internal laws of the State of New York. The Borrower hereby submits to the nonexclusive jurisdiction of the United States
District Court for the Southern District of New York and of any New York State court sifting in New York City for purposes of all legal
proceedings arising out of or relating to this Agreement or the transactions contemplated hereby. The Borrower irrevocably waives, to the fullest
extent pennifted by law, any objection which it may now or hereafter have to the laying of the venue of any such proceeding brought in such court
and any claim that any such proceeding brought in any such court has been brought in an inconvenient forum.

Section 9.08. Counterparts; Integration; Effectiveness. This Agreement shall become effective on the Effective Date. This
Agreement may be signed in any number of counterparts, each of which shall be an original, with the same effect as if the signatures thereto and
hereto were upon the same instrument. On and after the Effective Date, this Agreement, the other Loan Documents and the fee Letter constitute
the entire agreement and understanding among the parties hereto and supersede any and all prior agreements and understandings, oral or written,
relating to the subject matter hereof and thereof.

Section 9.09. Generally Accepted Accounting Principles. Unless otherwise specified herein, all accounting terms used herein shall
be interpreted, all accounting determinations hereunder shall be made and all fmancial statements required to be delivered hereunder shall be
prepared in accordance with GAA_P as in effect from time to time, applied on a basis consistent (except for changes concurred in by the
Borrower’s independent public accountants) with the audited consolidated fmancial statements of the Borrower and its Consolidated Subsidiaries
most recently delivered to the Lenders; provided, that, if the Borrower notifies the Administrative Agent that the Borrower wishes to amend any
covenant in Article VI to eliminate the effect of any change in GAAP on the operation of such covenant (or if the Administrative Agent notifies
the Borrower that the Required Lenders wish to amend Article VI for such purpose), then the Borrower’s compliance with such covenant shall be
determined on the basis of GAAP in effect immediately before the relevant change in GAAP became effective, until either such notice is
withdrawn or such covenant is amended in a manner satisfactory to the Borrower and the Required Lenders.

Section 9.10. Usage. The following rules of construction and usage shall be applicable to this Agreement and to any instrument or
agreement that is governed by or referred to in this Agreement.

(a) All terms defined in this Agreement shall have the defmed meanings when used in any instrument governed hereby or
referred to herein and in any certificate or other document made or delivered pursuant hereto or thereto unless otherwise defmed therein.

(b)

The words “hereof’, ‘here•”, hereunder” and words of similar import when used in this Agreement or in any
Ltrument or agreement governed here shall be construed to refer to this Agreement or such instrument or agreement, as applicable, in its entirety

and not to any particular provision or subdivision hereof or thereof.

(c) References in this Agreement to “Article”, “Section”, “Exhibit”, “Schedule” or another subdivision or attachment shall
be construed to refer to an article, section or other subdivision of, or an exhibit, schedule or other attachment to, this Agreement unless the context
otherwise requires; references in any instrument or agreement governed by or referred to in this Agreement to “Article”, “Section”, “Exhibit”,
“Schedule” or another subdivision or attachment shall be construed to refer to an article, section or other subdivision of, or an exhibit, schedule or
other attachment to, such instrument or agreement unless the context otherwise requires.

(d) The definitions contained in this Agreement shall apply equally to the singular and plural forms of such
terms. Whenever the context may require, any pronoun shall include the coiresponding masculine, femirthe and neuter forms. The word “will”
shall be construed to have the same meaning as the word “shall”. The term “including” shall be construed to have the same meaning as the phrase
“including without limitation”.

(e) Unless the context otherwise requires, any defmition of or reference to any agreement, instrument, statute or docunent
contained in this Agreement or in any agreement or instrument that is governed by or referred to in this Agreement shall be construed (i) as
referring to such agreement, instrument, statute or document as the same may be amended, supplemented or otherwise modified from time to time
(subject to any restrictions on such amendments, supplements or modifications set forth in this Agreement or in any agreement or instrument
governed by or refetred to in this Agreement), including (in the case of agreements or instruments) by waiver or consent and (in the case of
statutes) by succession of comparable successor statutes and (ii) to include (in the case of agreements or instruments) references to all attachments
thereto and instruments incorporated therein. Any reference to any Person shall be construed to include such Person’s successors and permitted
assigns.

(f) Unless the context otherwise requires, whenever any statement is qualified by “to the best knowledge of’ or “known
to” (or a similar phrase) any Person that is not a natural person, it is intended to indicate that the senior management of such Person has conducted
a commercially reasonable inquity and investigation prior to making such statement and no member of the senior management of such Person
(including managers, in the case of limited liability companies, and general partners, in the case of partnerships) has current actual knowledge of
the inaccuracy of such statement.

Section 9.11. WAIVER Of JURY TRIAL. THE BORROWER HEREBY IRREVOCABLY WAIVES ANY AND ALL RIGHT TO
RIAL BY JURY IN ANY LEGAL PROCEEDING ARISING OUT Of OR RELATING TO THIS AGREEMENT OR THE TRANSACTIONS

CONTEMPLATED HEREBY.

Section 9.12. Confidentiality. Each Lender agrees to hold all non-public information obtained pursuant to the requirements of this



Agreement in accordance with its customary procedure for handling confidential information of this nature and in accordance with safe
and sound banking practices; provided, that nothing herein shall prevent any Lender from disclosing such information (1) to any other Lender or to
any Agent, (ii) to any other Person if reasonably incidental to the administration of the Loans and Letter of Credit Liabilities, (iii) upon the order
of any court or administrative agency, (iv) to the extent requested by, or required to be disclosed to, any rating agency or regulatory agency or
imilar authority (including any self-regulatory authority, such as the National Association of Insurance Commissioners). (v) which had been

blicly disclosed other than as a result of a disclosure by any Agent or any Lender prohibited by this Agreement, (vi) in connection with any
igation to which any Agent, any Lender or any of their respective Subsidiaries or Affiliates may be party, (vii) to the extent necessary in
connection with the exercise of any remedy hereunder, (viii) to such Lender’s or Agent’s Affiliates and their respective directors, officers,
employees and agents including legal counsel and independent auditors (it being understood that the Persons to whom such disclosure is made
will be informed of the confidential nature of such information and instructed to keep such information confidential), (ix) with the consent of the
Borrower, (x) to Gold Sheets and other similar bank trade publications, such information to consist solely of deal terms and other information
customarily found in such publications and (xi) subject to provisions substantially similar to those contained in this Section, to any actual or
proposed Participant or Assignee or to any actual or prospective counterparty (or its advisors) to any securitization, swap or derivative transaction
relating to the Borrower’s Obligations hereunder. Notwithstanding the foregoing, any Agent, any Lender or Davis Polk & Wardwell LLP may
circulate promotional materials and place advertisements in financial and other newspapers and periodicals or on a home page or similar place for
dissemination of information on the Internet or worldwide web, in each case, afler the closing of the transactions contemplated by this Agreement
in the form of a “tombstone” or other release limited to describing the names of the Borrower or its Affiliates, or any of them, and the amount,
type and closing date of such transactions, all at their sole expense.

Section 9.13. USA PATRIOT Act Notice. Each Lender that is subject to the Patriot Act (as hereinafler defmed) and the
Administrative Agent (for itself and not on behalf of any Lender) hereby notifies the Borrower that pursuant to the requirements of the USA
PATRIOT Act (Title III of Pub.L. 107-56 (signed into law October 26, 2001)) (the “Patriot Act”), it is required to obtain, verify and record
information that identifies the Borrower, which information includes the name and address of the Borrower and other information that will allow
such Lender or the Administrative Agent, as applicable, to identify the Borrower in accordance with the Patriot Act.

Section 9.14. No Fiduciary Duty. Each Agent, each Lender and their respective Affiliates (collectively, solely for purposes of this
paragraph, the “Lender Parties”), may have economic interests that conflict with those of the Borrower, its Affiliates andJor their respective
stockholders (collectively, solely for purposes of this paragraph, the “Borrower Parties”). The Borrower agrees that nothing in the Loan
Documents or otherwise will be deemed to create an advisory, fiduciary or agency relationship or fiduciary or other implied duty (other than any
implied duty of good faith) between any Lender Party, on the one hand, and any Borrower Party, on the other. The Lender Parties acknowledge
and agree that (a) the transactions contemplated by the Loan Documents (including the exercise of rights and remedies hereunder and thereunder)
are arm’s-length commercial transactions between the Lender Parties, on the one hand, and the Borrower, on the other and (b) in connection
therewith and with the process leading thereto, (i) no Lender Party has assumed an advisory or fiduciary responsibility in favor of any Borrower
Party with respect to the transactions contemplated hereby (or the exercise of rights or remedies with respect thereto) or the process leading

(ereto

(irrespective of whether any Lender Party has advised, is currently advising or will advise any Borrower Party on other matters) or any
Alcr obligation to any Borrower Party except the obligations expressly set forth in the Loan Documents and (ii) each Lender Party is acting solely

iis principal and not as the agent or fiduciary of any Borrower Party. The Borrower acknowledges and agrees that the Borrower has consulted its
own legal and fmancial advisors to the extent it deemed appropriate and that it is responsible for making its own independent judgment with
respect to such transactions and the process leading thereto. The Borrower agrees that it will not claim that any Lender Party has rendered
advisory services of any nature or respect, or owes a fiduciary or simi]ar duty to any Borrower Party, in connection with such transaction or the
process leading thereto.

Section 9.15. Amendment and Restatement of Existing Credit Agreement. Upon the execution and delivery of this Agreement, the
Existing Credit Agreement shall be amended and restated to read in its entirety as set forth herein. With effect from and including the Effective
Date, (i) the Commitments of each Lender party hereto (the “ Extending Lenders “) shall be as set forth on the Commitment Appendix (and any
Lender under the Existing Credit Agreement that is not listed on the Commitment Appendix shall cease to be a Lender hereunder; provided that,
for the avoidance of doubt, such Lender under the Existing Credit Agreement shall continue to be entitled to the benefits of Section 9.03 of the
Existing Credit Agreement), (ii) the Commitment Ratio of the Extending Lenders shall be redetermined based on the Commitments set forth in the
Commitment Appendix and the participations of the Extending Lenders in, and the obligations of the Extending Lenders in respect of, any Letters
of Credit or Swingline Loans outstanding on the Effective Date shall be reallocated to reflect such redetermined Commitment Ratio and (iii) each
JLA Issuing Bank shall have the Fronting Sublimit set forth in the JLA L/C Fronting Sublimits Appendix.

[Signature Pages to Follow]
fl%J WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed by their respective authorized

officers as of the day and year first above written.

KENTUCKY UTILITIES COMPANY

By: Is! Daniel K. Arbough
Name: Daniel K. Arbough
Title: Treasurer



WELLS FARGO BANK, NATIONAL
ASSOCIATION, as Administrative Agent, Issuing
Lender, Swingline Lender and Lender

By: Is! Keith Lueftel
Name: Keith Luettel
Title: Vice President



BANK OF AMERICA, N.A., as Issuing Lender and
Lender

By: Is! Mike Mason
Name: Mike Mason
Title: Director



THE ROYAL BANK OF SCOTLAND PLC, as
Issuing Lender and Lender

By: Is! Tyler J. McCarthy
Name: Tyler J McCarthy
Title: Director



BARCLAYS BANK PLC, as Issuing Lender and
Lender

By: /5/ Ronnie Glenn
Name: Ronnie Glenn
Title: Vice President



THE BANK OF NOVA SCOTIA, as
Issuing Lender and Lender

By: Is! Thane Rattew
Name: Thane Rattew
Title: Managing Director



THE BANK OF TOKYO-MITSUBISHI UFJ, INC.
as Issuing Lender and Lender

By: Is! Alan Reiter
Name: Alan Reiter
Title: Vice President



UNION BANK, N.A., as a Lender

By: Is! Carmelo Restifo
Name: Carmelo Restifo
Title: Director



BNP PARIBAS, as a Lender

By: Is! Denis O’Meara
Name: Denis O’Meara
Title: Managing Director

BNP PARIBAS, as a Lender

By: Is! Pasguale A. Perraglia IV
Name: Pasquale A. Perraglia IV
Title: Vice President



CITIBANK, N.A., as a Lender

By: Is! Amit Vasani
Name: Amit Vasani
Title: Vice President



CREDIT SUISSE AG, CAYMAN ISLANDS
BRANCH, as a Lender

By: Is! Christopher Reo Day
Name: Christopher Reo Day
Title: Vice President

By: Is! Vipul Dhadda
Name: Vipul Dhadda
Title: Associate



GOLDMAN SACHS BANK USA, as a Lender

By: Is/ Mark Walton
Name: Mark Walton
Title: Authorized Signatory



J.P. MORGAN CHASE BANK, N.A., as a Lender

By: 1sf Juan Javellana
Name: Juan Javellana
Title: Executive Director



MORGAN STANLEY BANK, N.A., as a Lender

By: Is! Kelly Chin
Name: Kelly Chin
Title: Authorized Signatory



ROYAL BANK Of CANADA, as a Lender

By: Is! frank Lambrinos
Name; frank Lambrinos
Title: Authorized Signatory



UBS LOAN FINANCE LLC, as a Lender

By: Is! lija R. Otsa
Name: frja R. Otsa
Title: Associate Director

UBS LOAN FINANCE LLC, as a Lender

By: Is! David Urban
Name: David Urban
Title: Associate Director



CREDIT AGRICOLE CORPORATE AND
iNVESTMENT BANK, as a Lender

By: Is! Dixon Schultz
Name: Dixon Schultz
Title: Managing Director

By: Is! Sharada Manne
Name: Sharada Manne
Title: Managing Director



KEYBANK NATIONAL ASSOCIATION, as a
Lender

By: Is! Craig A. Hanselman
Name: Craig A. Hanselman
Title: Vice President



LLOYDS TSB BANK PLC, as a Lender

By: Is! Stephen Giacolone
Name: Stephen Giacolone
Title: Assistant Vice President —GOl 1

LLOYDS TSB BANK PLC, as a Lender

By: Is! Julia R. Franklin
Name: Julia R. Franklin
Title: Vice President —F014



MIZUHO CORPORATE BANK, LTD., as a
Lender

By: Is! Leon Mo
Name: Leon Mo
Title: Authorized Signatory



SUNTRUST BANK, as a Lender

By: Is! Andrew Johnson
Name: Andrew Johnson
Title: Director



THE BANK Of NEW YORK MELLON, as a
Lender

By: /5/ Mark W. Rogers
Name: Mark W. Rogers
Title: Vice President



U.S. BANK NATIONAL ASSOCIATION, as a
Lender

By: Is! John M. Eyerman
Name: John M. Eyerman
Title: Vice President



CANADIAN IMPERIAL BANK Of
COMMERCE, New York Agency, as a Lender

By: Is! Robert Casey
Name: Robert Casey
Title: Authorized Signatory

By: Is! Jonathan I. Kim
Name: Jonathan J. Kim
Title: Authorized Signatory



COMPASS BANK, as a Lender

By: /5/ Susana Campuzano
Name: Susana Campuzano
Title: Senior Vice President



PNC BANK, NATIONAL ASSOCIATION, as a
Lender

By: Is! Edward M. Tessalone
Name: Edward M. Tessalone
Title: Senior Vice President PNC Bank, N.A.



SOVEREIGN BANK, N.A., as a Lender

By: Is! William Maag
Name: William Maag
Title: Senior Vice President



SUMITOMO MITSUI BANKING
CORPORATION, as a Lender

By: Is! Shugi Yabe
Name: Shugi Yabe
Title: Managing Director



THE NORTHERN TRUST COMPANY, as a

By: Is! Daniel Boote
Name: Daniel Boote
Title: Senior Vice President



Commitment Appendix

Lender Revolving Commitment
Wells Fargo Bank, National Association $20,571,428.58
Bank of America, N.A. $20,571,428.57
The Royal Bank ofScotlandplc $20,571,428.58
Barclays Bank PLC $18,809,523.81
The Bank of Nova Scotia $18,809,523.81
The Bank of Tokyo-Mitsubishi UFJ, Ltd. $9,404,761.90
Union Bank, N.A. $9,404,761.90
BNP Paribas $18,809,523.81
Citibank, N.A. $18,809,523.81
Credit Suisse AG, Cayman Islands Branch $18,809,523.81
Goldman Saclis Bank USA $18,809,523.81
JPMorgan Chase Bank, N.A. $18,809,523.81
Morgan Stanley Bank, N.A. $18,809,523.81
Royal Bank of Canada $18,809,523.81
UBS Loan Finance LLC $18,809,523.81
Credit Agricole Corporate & Investment Bank $13,428,571.43
KeyBank National Association $13,428,571.43
Lloyds Bank $13,428,571.43
Mizuho Corporate Bank, Ltd. $13,428,571.43
SunTrust Bank $13,428,571.43
The Bank of New York Mellon $13,428,571.43
U.S. Bank National Association $13,428,571.43
Canadian Imperial Bank of Commerce $6,523,809.52
Compass Bank $6,523,809.52
PNC Bank, National Association $6,523,809.52
Sovereign Bank, N.A. $6,523,809.52
Sumitomo Mitsui Banking Corporation $6,523,809.52

4Northem Trust Company $4,761,904.76
Total $400,000,000.00



JLA I/C Fronting Sublimits Appendix

Issuing Lender LIC Fronting Sublimit
ells Fargo Bank, National Association $38,888,888.89
nk of America, N.A. $38,888,888.89

The Royal Bank of Scotland plc $3$,$$$,$$$.$9
Barclays Bank PLC $27,777,777.78
The Bank of Nova Scotia $27,777,777.78
The Bank of Tokyo-Mitsubishi UFJ, Ltd. $27,777,777.78

Total $200,000,000.00



EXifiBIT A-I
Form of Notice of Borrowing

ells Fargo Bank, National Association,
Administrative Agent

1525 W WT Harris Boulevard
Charlotte, NC 28262
Attention: Syndication Agency Services

Ladies and Gentlemen:

This notice shall constitute a “Notice of Borrowing” pursuant to Section 2.03 of the $400,000,000 Amended and Restated
Revolving Credit Aoreement dated as of November 6, 2012 (the “ Credit AEreemeilt “) among Kentucky Utilities Company, the lending
institutions party thereto from time to time and Wells Fargo Bank, National Association, as Administrative Agent. Terms defmed in the Credit
Agreement and not otherwise defined herein have the respective meanings provided for in the Credit Agreement.

1. The date ofthe Borrowing will be

_____________, ____________

2. The aggregate principal amount of the Borrowing will be

__________

2

3. The Borrowing will consist of I Revolving] F Swingline] Loans.

4. The Borrowing will consist of [ Base Rate] I Euro-Dollar] Loans.

5. The initial hiterest Period for the Loans comprising such Borrowing shall be

____________________.

I Insert appropriate delivery instructions, which shall include bank and account number]

I Must be a Business Day...olving Borrowings must be an aggregate principal amount of $10,000,000 or any larger integral multiple of $1,000,000, except the
irrowing may be in the aggregate amount of the remaining unused Revolving Commitment. Swingline Borrowings must be an aggregate

principal amount of $2,000,000 or any larger integral multiple of $500,000.
Applicable for Revolving Loans only.

4 Applicable for Euro-Dollar Loans only. Insert “one month”, “two months”, “three months” or “six months” (subject to the provisions of the
definition of “Interest Period”).



KENTUCKY UTILITIES COMPANY

By:
Name:
Title:



EXifiBIT A-2

form of Notice of ConversionlContinuation

Wells Fargo Bank, National Association,
as Administrative Agent
1525 W WI Harris Boulevard
Charlotte, NC 28262
Attention: Syndication Agency Services

Ladies and Gentlemen:

This notice shall constitute a “Notice of Conversion!Continuation” pursuant to Section 2.06(d)(ii) of the $400,000,000 Amended
and Restated Revolving Credit Agreement dated as of November 6, 2012 (the” Credit Agreement “) among Kentucky Utilities Company, the
lending institutions party thereto from time to time and Wells Fargo Bank, National Association, as Administrative Agent. Terms defmed in the
Credit Agreement and not otherwise defmed herein have the respective meanings provided for in the Credit Agreement.

I. The Group of Loans (or portion thereof) to which this notice applies is [all or a portion of all Base Rate Loans
currently outstanding] [all or a portion of all Euro-Dollar Loans currently outstanding having an Interest Period of months and ending on the
Election Date specified below

2. The date on which the conversionlcontinuation selected hereby is to be effective is

___________, ____________(the”

Election Date “).5

3. The principal amount of the Group of Loans (or portion thereof) to which this notice applies is
$ .6

4. [The Group of Loans (or portion thereof) which are to be converted will bear interest based upon the [Base Rate]
[Adjusted London Interbanlc Offered Ratej.J [The Group of Loans (or portion thereof) which are to be continued will bear interest based upon the

‘ Rate][Adjusted London Interbank Offered Rate].]

5. The Interest Period for such Loans will be .7

Must be a Business Day.
6 May apply to a portion of the aggregate principal amount of the relevant Group of Loans; provided that (i) such portion is allocated ratably

among the Loans comprising such Group and (ii) the portion to which such notice applies, and the remaining portion to which it does not apply,
are each $10,000,000 or any larger integral multiple of $1,000,000.

7 Applicable only in the case of a conversion to, or a continuation of, Euro-Dollar Loans. Insert “one month”, “two months”, “three months” or
“six months” (subject to the provisions of the defmition of Interest Period).



KENTUCKY UTILITIES COMPANY

By:
Name:
Title:



EXHIBiT A-3
Form of Letter of Credit Request

[Insert details of Issuing LenderJ

Ladies and Gentlemen:

This notice shall constitute a “Letter of Credit Request” pursuant to Section 3.03 of the $400,000,000 Amended and Restated
Revolving Credit Aareernent dated as of November 6, 2012 (the “ Credit Acreement “) among Kentucky Utilities Company, the lending
institutions party thereto from time to time and Wells Fargo Bank, National Association, as Administrative Agent. Terms defmed in the Credit
Agreement and not othenise defmed herein have the respective meanings provided for in the Credit Agreement.

The undersigned hereby requests that 8 issue a [Standby] Letter of Credit on

________________, _________

in the
aggregate amount of $ . [This request is to extend a Letter of Credit previously issued under the Credit Agreement; Letter of
Credit No.

__________

The beneficiary of the requested Standby Letter of Credit will be

________________

10, and such Standby Letter of Credit will be in
support of 11 and will have a stated termination date of____________________ 12

Copies of all documentation with respect to the supported transaction are attached hereto.

8 Insert name of Issuing Lender.
Must be a Business Day.

10 Insert name and address of beneficiary.
Insert a description of the obligations, the name of each agreement andlor a description of the commercial transaction to which this Letter of
Credit Request relates.
Insert the last date upon which drafts may be presented (which may not be later than one year after the date of issuance specified above or
beyond the fifth Business Day prior to the Termination Date).



KENTUCKY UTILITIES COMPANY

By:
me:
jkle:

APPROVED:

[ISSUING LENDER]

By:

___________

Name:
Title:



EXHIBIT B

Form of Note

FOR VALUE RECEIVED, the undersigned, KENTUCKY UTILITIES COMPANY, a Kentucky corporation and Virginia corporation
e “Borrower “), promises to pay to the order of

_____________________

(hereinafter, together with its successors and assigns, called the “Holder

“), at the Administrative Agent’s Office or such other place as the Holder may designate in writing to the Borrower, the principal sum of

____________________

AND /1 OOs DOLLARS ($ ), or, if less, the principal amount of all Loans advanced by the
Holder to the Borrower pursuant to the Credit Agreement (as defined below), plus interest as hereinafter provided. Such Loans may be endorsed
from time to time on the grid attached hereto, but the failure to make such notations shall not affect the validity of the Borrower’s obligation to
repay unpaid principal and interest hereunder.

All capitalized terms used herein shall have the meanings ascribed to them in that certain $400,000,000 Amended and Restated
Revolving Credit Agreement dated as of November 6, 2012 (as the same may be amended, modified or supplemented from time to time, the
Credit Agreement “) by and among the Borrower, the lenders party thereto (collectively, the “ Lenders “) and Wells Fargo Bank, National
Association, as administrative agent (the “Administrative Agent “) for itself and on behalf of the Lenders and the Issuing Lenders, except to the
extent such capitalized terms are otherwise defined or limited herein.

The Borrower shall repay principal outstanding hereunder from time to time, as necessary, in order to comply with the Credit
Agreement. All amounts paid by the Borrower shall be applied to the Obligations in such order of application as provided in the Credit
Agreement.

A fmal payment of all principal amounts and other Obligations then outstanding hereunder shall be due and payable on the maturity
date provided in the Credit Agreement, or such earlier date as payment of the Loans shall be due, whether by acceleration or otherwise.

The Borrower shall be entitled to borrow, repay, reborrow, continue and convert the Holder’s Loans (or portion thereof) hereunder
pursuant to the terms and conditions of the Credit Agreement. Prepayment of the principal amount of any Loan may be made as provided in the
Credit Agreement.

The Borrower hereby promises to pay interest on the unpaid principal amount hereof as provided in Article II of the Credit
Agreement. Interest under this Note shall also be due and payable when this Note shall become due (whether at maturity, by reason of
acceleration or otherwise). Overdue principal and, to the extent permitted by law, overdue interest, shall bear interest payable on DEMAND at the
default rate as provided in the Credit Agreement.

In no event shall the amount of interest due or payable hereunder exceed the maximum rate of interest allowed by applicable law, and in
e event any such payment is inadvertently made by the Borrower or inadvertently received by the Holder, then such excess sum shall be credited

as a payment of principal, unless the Borrower shall notif’ the Holder in writing that it elects to have such excess sum returned forthwith. It is the
express intent hereof that the Borrower not pay and the Holder not receive, directly or indirectly in any manner whatsoever, interest in excess of
that which may legally be paid by the Borrower under applicable law.

All parties now or hereafter liable with respect to this Note, whether the Borrower, any guarantor, endorser or any other Person or entity,
hereby waive presentment for payment, demand, notice ofnon-payment or dishonor, protest and notice of protest.

No delay or omission on the part of the Holder or any holder hereof in exercising its rights under this Note, or delay or omission on the
part of the Holder, the Administrative Agent or the Lenders collectively, or any of them, in exercising its or their rights under the Credit
Agreement or under any other Loan Document, or course of conduct relating thereto, shall operate as a waiver of such rights or any other right of
the Holder or any holder hereof, nor shall any waiver by the Holder, the Administrative Agent, the Required Lenders or the Lenders collectively,
or any of them, or any holder hereof, of any such right or rights on any one occasion be deemed a bar to, or waiver of, the same right or rights on
any future occasion.

The Borrower promises to pay all reasonable costs of collection, including reasonable attorneys’ fees, should this Note be collected by or
through an attorney-at-law or under advice therefrom.

This Note evidences the Holder’s Loans (or portion therof) under, and is entitled to the benefits and subject to the terms of, the Credit
Agreement, which contains provisions with respect to the acceleration of the maturity of this Note upon the happening of certain stated events, and
provisions for prepayment.

This Note shall be governed by and construed in accordance with the internal laws of the State of New York.

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANKJ



iN WITNESS WHEREOF, the undersigned has caused this Note to be executed by its duly authorized representative as of the day and
year first above written.

KENTUCKY UTILITIES COMPANY

By:

______________________

Name:
Title:



LOANS AND PAYMENTS OF PRINCIIAL

)ate mount of Loan ype mount of Principal ‘Totation Made By
__________ epaid



EXifiBIT C

Form of Assignment and Assumption Agreement

This Assignment and Assumption (the “ Assignment and Assumption “) is dated as of the Effective Date set forth below and is entered
into by and between [the] [each] 13 Assignor identified on the Schedules hereto as “Assignor” [or” Assignors” (collectively, the” Assignors
and each] an “ Assignor “) and [the] [each] 14 Assignee identified on the Schedules hereto as “ Assignee “ or “ Assignees “ (collectively, the
Assignees “ and each an “ Assignee “). [It is understood and agreed that the rights and obligations of [the Assignors] [the Assignees] ‘

hereunder are several and not joint.] 16 Capitalized terms used but not defined herein shall have the meanings given to them in the Credit
Agreement identified below (the “ Credit Agreement “), receipt of a copy of which is hereby acknowledged by [the] [each] Assignee. The
Standard Terms and Conditions set forth in Armex 1 attached hereto are hereby agreed to and incorporated herein by reference and made a part of
this Assignment and Assumption as if set forth herein in full.

For an aereed consideration, [the] [each] Assignor hereby irrevocably sells and assigns to [the Assignee] [the respective Assignees], and
[the] [each] Assignee hereby irrevocably purchases and assumes from [the Assignor] [the respective Assignors], subject to and in accordance with
the Standard Terms and Conditions and the Credit Agreement, as of the Effective Date inserted by the Administrative Agent as contemplated
below (a) all of [the Assignor’s] [the respective Assignors’] rights and obligations in [its capacity as a Lender] [theft respective capacities as
Lenders] under the Credit Agreement and any other documents or instruments delivered pursuant thereto to the extent related to the amount and
percentage interest identified below of all of such outstanding rights and obligations of [the Assignor] [the respective Assignors] under the
respective facilities identified below (including without limitation any letters of credit, guarantees, and swingline loans included in such facilities)
and (b) to the extent permitted to be assigned under applicable law, all claims, suits, causes of action and any other right of [the Assignor (in its
capacity as a Lender)] [the respective Assignors (in their respective capacities as Lenders)] against any Person, whether known or unknown,
arising under or in connection with the Credit Agreement, any other documents or instruments delivered pursuant thereto or the loan transactions
governed thereby or in any way based on or related to any of the foregoing, including, but not limited to, contract claims, tort claims, malpractice
claims, statutory claims and all other claims at law or in equity related to the rights and obligations sold and assigned pursuant to clause (a) above
(the rights and obligations sold and assigned by [the] [any] Assignor to [the] [any] Assignee pursuant to clauses (a) and (b) above being referred to
herein collectively as, the “ Assigned Interest “). Each such sale and assignment is without recourse to [the] [any] Assignor and, except as
expressly provided in this Assignment and Assumption, without representation or warranty by [the] [any] Assignor.

1. Assignor: See Schedule attached hereto

2. Assignee: See Schedule attached hereto

Borrower: Kentucky Utilities Company

4. Administrative Agent: Wells Fargo Bank, National Association, as the administrative agent under the Credit Agreement

5. Credit Agreement: The $400,000,000 Amended and Restated Revolving Credit Agreement dated as of November 6, 2012 by and among
Kentucky Utilities Company, as Borrower, the Lenders party thereto and Wells Fargo Bank, National Association, as Administrative Agent (as
amended, restated, supplemented or otherwise modified)

6. Assigned Interest: See Schedule attached hereto

[7. Trade Date: 117

13 For bracketed language here and elsewhere in this form relating to the Assignor(s), if the assignment is from a single Assignor, choose the first
bracketed language. If the assignment is from multiple Assignors, choose the second bracketed language.

14 For bracketed language here and elsewhere in this form relating to the Assignee(s), if the assignment is to a single Assignee, choose the first
bracketed language. If the assignment is to multiple Assignees, choose the second bracketed language.

15 Select as appropriate.
16 Include bracketed language if there are either multiple Assignors or multiple Assignees.
17 To be completed if the Assignor(s) and the Assignee(s) intend that the minimum assignment amount is to be determined as of the Trade Date.

Effective Date:

______________,

20



[TO BE INSERTED BY ADIVIIMSTRATIVE AGENT AND WHICH SHALL BE THE EFFECTIVE DATE OF RECORDATION OF
SFER TN THE REGISTER THEREFOR.J

ne terms set forth in this Assignment and Assumption are hereby agreed to:

ASSIGNOR

[NAME OF ASSIGNOR]

By:

_________________

Title:

ASSIGNEE

See Schedule attached hereto



,,Jonsented to and] 18

)ELLS FARGO BANK, NATIONAL ASSOCIATION,
as Administrative Agent, [Issuing Lender] and Swingline Lender

By

_________________________

Title:

[Consented to:] 19

KENTUCKY UTILITIES COMPANY

By

_________________________

Title:

[Consented to]:

[Issuing Lender] 20,

as Issuing Lender

By

___________________________

Title:

[Consented to]:

[JOINT LEAD ARRANGERS121

WELLS FARGO BANK, N.A.

e
litle:

BANK OF AMERICA, N.A.

By:

_______________________________

Title:

1$ To be added only if the consent of the Administrative Agent is required by the terms of the Credit Agreement.
19 To be added only if the consent of the Borrower is required by the terms of the Credit Agreement.
20Add all Issuing Lender signature blocks.
21 To be added if assignment is made before Effective Date.



SCHEDULE

To Assignment and Assumption

By its execution of this Schedule, the Assignee(s) agree(s) to the terms set forth in the attached Assignment and Assumption.

Assigned Interests:

Aggregate Amount of Conmiitment!JAmount of Commitment! Loans Percentage Assigned of
jLoans for all Lenders 22 Assigned 23 Commitment! Loans 24

. ICUSW Number

Is js rvo

[NAME OF ASSIGNEE]25 [and is an Affiliate of [ identjfj’ Lender JJ 26

22Amnt to be adjusted by the counterparties to take into account any payments or prepayments made between the Trade Date and the Effective
Date.

23Amount to be adjusted by the counterparties to take into account any payments or prepayments made between the Trade Date and the Effective
Date.

24 Set forth, to at least 9 decimals, as a percentage of the Commitment/Loans of all Lenders thereunder.
25 Add additional signature blocks, as needed.
26 Select as applicable.



ANNEX ito Assignment and Assumption

AMENDED AND RESTATED REVOLVING CREDIT AGREEMENT DATED AS OF NOVEMBER 6, 2012
BY AND AMONG

KENTUCKY UTILITIES COMPANY, AS BORROWER,
THE LENDERS PARTY THERETO

AND WELLS FARGO BANK, NATIONAL ASSOCIATION,
AS ADMINISTRATIVE AGENT

STANDARD TERMS AND CONDITIONS FOR ASSIGNMENT AND ASSUMPTION

1. Representations and Warranties.
1.1. Assignor . [The] [Each] Assignor (a) represents and warrants that (i) it is the legal and beneficial owner of [the] [the

relevant] Assigned Interest, (ii) [the] [such] Assigned Interest is free and clear of any lien, encumbrance or other adverse claim and (iii) it has full
power and authority, and has taken all action necessary, to execute and deliver this Assignment and Assumption and to consummate the
transactions contemplated hereby; and (b) assumes no responsibility with respect to (i) any statements, warranties or representations made in or in
connection with the Credit Agreement or any other Loan Document, (ii) the execution, legality, validity, enforceability, genuineness, sufficiency
or value of the Loan Documents or any collateral thereunder, (iii) the fmancial condition of the Borrower, any of its Subsidiaries or Affiliates or
any other Person obligated in respect of any Loan Document or (iv) the performance or observance by the Borrower, any of its Subsidiaries or
Affiliates or any other Person of any of their respective obligations under any Loan Document.

1.2. Assignee . [The] [Each] Assignee (a) represents and warrants that (i) it has full power and authority, and has taken all
action necessary, to execute and deliver this Assignment and Assumption and to consummate the transactions contemplated hereby and to become
a Lender under the Credit Agreement, (ii) it meets all requirements of an Eligible Assignee under the Credit Agreement (subject to receipt of such
consents as may be required under the Credit Agreement), (iii) from and after the Effective Date, it shall be bound by the provisions of the Credit
Agreement as a Lender thereunder and, to the extent of the Assigned Interest, shall have the obligations of a Lender thereunder, (iv) it has
received a copy of the Credit Agreement, together with copies of the most recent fmancial statements delivered pursuant to Section 6.01 thereof,
as applicable, and such other documents and information as it has deemed appropriate to make its own credit analysis and decision to enter into
this Assignment and Assumption and to purchase [the] [the relevant] Assigned Interest on the basis of which it has made such analysis and
decision independently and without reliance on the Administrative Agent or any other Lender, and (b) agrees that (i) it will, independently and
without reliance on the Administrative Agent, [the] [any] Assignor or any other Lender, and based on such documents and information as it shall
deem appropriate at the time, continue to make its own credit decisions in taking or not taking action under the Loan Documents, and (ii) it will
perform in accordance with their terms all of the obligations that by the terms of the Loan Documents are required to be performed by it as a
‘ender.

2. Payments. From and after the Effective Date, the Administrative Agent shall make all payments in respect of the Assigned
Interest (including payments of principal, interest, fees and other amounts) to the Assignor for amounts that have accrued to but excluding the
Effective Date and to the Assignee for amounts that have accrued from and after the Effective Date.

3. General Provisions. This Assignment and Assumption shall be binding upon, and inure to the benefit of, the parties hereto
and their respective successors and assigns. This Assignment and Assumption may be executed in any number of counterparts, which together
shall constitute one instrument. Delivery of an executed counterpart of a signature page of this Assignment and Assumption by telecopy shall be
effective as delivery of a manually executed counterpart of this Assignment and Assumption. This Assignment and Assumption shall be governed
by and construed in accordance with the internal laws of the State of New York.



EXifiBIT D

Forms of Opinions of Counsel for the Borrower

[DateJ

To the Administrative Agent and
each of the Lenders party to the Revolving
Credit Agreement referred to below

Re: Kentucky Utilities Company
$400,000,000 Amended and Restated Revolving Credit Agreement

Ladies and Gentlemen:

We have acted as special counsel to Kentucky Utilities Company, a Kentucky and Virginia corporation (the “Company”), in connection with the
negotiation, execution and delivery of the $400,000,000 Amended and Restated Revolving Credit Agreement dated as of November 6, 2012,
among the Company, Wells Fargo Bank. National Association, as Administrative Agent, Issuing Lender and Swingline Lender, and the other
Lenders from time to time party thereto (such Revolving Credit Agreement as so amended, the “Agreement”). This letter is being delivered to
you at the request of the Company pursuant to Section 4.01(e) of the Agreement.

In preparing this letter, we have reviewed the Agreement[, and the Notes of the Company executed and delivered by the Company on the date
hereof (the “Notes”),] and the other documents executed and delivered by the Company in connection with the Agreement. We have also
reviewed the Orders of the Kentucky Public Service Coimnission (“KPSC”) dated September 30, 2010, October 11,2011 and

_________,2012

(Case Nos. 2010-00205, 201 1-0038 and 2012- ), in connection with the Agreement (the “KPSC Orders”) the Orders of the Virginia State
Corporation Commission (the “VSCC”) dated October 19, 2010 (No. PUE-2010-0006l), and

________,

and the Orders of the Tennessee
Regulatory Authority (“TRA”), dated

________

(the “TRA Orders”).

Subject to the assumptions, qualifications and other limitations set forth below, it is our opinion that:

1. The Agreement constitutes the valid and legally binding agreement of the Company, enforceable against the Company in
accordance with its terms.

2. [The Notes constitute the valid and legally binding obligations of the Company, enforceable against the Company in accordance
with their terms.]

3. The Company is not an “investment company” within the meaning of the Investment Company Act of 1940, as amended.

4. The borrowings under the Agreement and the use of proceeds thereof as contemplated by the Agreement do not violate
Regulation U or X of the Board of Governors of the Federal Reserve System.

In rendering our opinions, we have (a) without independent verification, relied, with respect to factual matters, statements and conclusions, on
certificates, notifications and statements, whether written or oral, of governmental officials and individuals identified to us as officers and
representatives of the Company and on the representations made by the Company in the Agreement and other documents delivered to you in
connection therewith and (b) reviewed originals, or copies of such agreements, documents and records as we have considered relevant and
necessary as a basis for our opinions. In rendering the opinions set forth above, we note that any exercise by the Company of the option to
increase the Commitments as contemplated in Section 2.19 of the Agreement may require additional authorization by the Company’s Board of
Managers, the KPSC, the VSCC, the TRA and/or the Federal Energy Regulatory Commission. We note that, as counsel to the Company, we do
not represent it generally and there may be facts relating to the Company of which we have no knowledge.

We have assumed (a) the accuracy and completeness of all certificates, agreements, documents, records and other materials submitted to us; (b)
the authenticity of original certificates, agreements, documents, records and other materials submitted to us; (c) the conformity with the originals
of any copies submitted to us; (d) the genuineness of all signatures; (e) the legal capacity of all natural persons; (f) that the Agreement constitutes
the valid, legally binding and enforceable agreement of the patties thereto under all applicable law (other than, in the case of the Company, the
law of the State of New York); (g) that the Company (i) is duly organized, validly existing and in good standing under the law of its jurisdictions
of organization. (ii) has the power to execute and deliver, and to perform its obligations under, the Agreement [and the Notes], (iii) has duly
taken or caused to be taken all necessary action to authorize the execution, delivery and performance by it of the Agreement [and the Notes] and
(iv) has duly executed and delivered the Agreement [and the Notes;]; (h) that the execution and delivery by the Company of, and the performance
by the Company of its obligations under, the Agreement and the Notes does not and will not (i) breach or violate (A) its Amended and Restated

ides of Incorporation or Bylaws, (B) any agreement or instrument to which the Company or any of its affiliates is a party or by which the
ompany or any of its affiliates or any of their respective properties may be bound, (C) any authorization, consent, approval or license (or the

like) of, or exemption (or the like) from, or any registration or filing (or the like) with, or report or notice (or the like) to, any governmental unit,
agency. commission, department or other authority granted to or otherwise applicable to the Company or any of its affiliates or any of their
respective properties (each a “Governmental Approval”). (D) any order, decision, judarnent or decree that may be applicable to the Company or



any of its affiliates or any of their respective properties, or (F) any law (other than the law of the State of New York and the federal law of the
United States), or (ii) require any Governmental Approval (other than the KPSC Orders, the VSCC Orders and the TRA Orders, which we assume
to have been duly granted and to remain in full force and effect); (h) that the Company is engaged only in the businesses described in its Annual
Report on Form 10-K for the year ended December 31, 2011 filed with the Securities and Exchange Commission; (i) that there are no agreements.

_understandings or negotiations between the parties not set forth in the Agreement that would modify the terms thereof or the rights and obligations
the parties thereunder; and (j) for purposes of our opinion in paragraph 1 as it relates to the choice-of-law provisions in the Agreement, that the
oice of law of the State of New York as the governing law of the Agreement would not result in a violation of an important public policy of

another state or country having greater contacts with the transactions contemplated by the agreement than the State of New York.

Our opinions are subject to and limited by the effect of (a) applicable bankruptcy, insolvency, fraudulent conveyance, fraudulent transfer,
receivership, conservatorship, arrangement, moratorium and other similar laws affecting and relating to the rights of creditors generally; (b)
general equitable principles; (c) requirements of reasonableness, good faith, fair dealing and materiality; (d) Article 9 of the Uniform Commercial
Code regarding restrictions on assignment or transfer of rights; and (e) additionally in the case of (i) indemnities, a requirement that facts, known
to the indemnitee but not the indenmitor, in existence at the time the indenmity becomes effective that would entitle the indemiiitee to
indemnification be disclosed to the indenmitor, and a requirement that an indemnity provision will not be read to impose obligations upon
indenmitors which are neither disclosed at the time of its execution nor reasonably within the scope of its terms and overall intention of the parties
at the time of its making, (ii) waivers, Sections 9-602 and 9-603 of the Uniform Commercial Code, and (iii) indemnities, waivers and exculpatory
provisions, public policy.

We express no opinion with respect to the following sections of the Agreement: (1) Section 9.02 (cumulative remedies), (ii) provisions relating to
rules of evidence or quantum of proof, (iii) Section 9.07 (submission to jurisdiction and waiver of inconvenient forum), insofar as such sections
relate to federal courts (except as to the personal jurisdiction thereof), and (choice of venue, i.e., requiring actions to be commenced in a particular
court in a particular jurisdiction), and (iv) Section 9.11 (waiver ofjury trial), insofar as such section is sought to be enforced in a federal court.

We express no opinion as to the law of any jurisdiction other than the law of the State of New York and the federal law of the United States of
America, and in each case, only such law that in our experience is normally applicable to transactions of the type contemplated by the Agreement
and excluding (i) any law that is part of a regulatory regime applicable to specific assets or businesses of the lenders and (ii) the statutes and
ordinances, the administrative decisions, and the rules and regulations of counties, towns, municipalities and special political subdivisions.

This letter speaks only as of the date hereof. We have no responsibility or obligation to update this letter or to take into account changes in law or
facts or any other development of which we may later become aware.

This letter is delivered by us as special counsel for the Company solely for your benefit in connection with the transaction referred to herein and
may not be used, circulated, quoted or otherwise referred to or relied upon for any other purpose or by any other person or entity without our prior

‘ten

consent.

Very truly yours,



___________

20

the Administrative Agent
and each of the Lenders party to
the Credit Agreement referred to below

Re: $400,000,000 Amended and Restated Revolving Credit Agreement
Ladies and Gentlemen:

I am Vice President and Deputy General Counsel — Legal and Environmental Affairs of Kentucky Utilities Company (the “Borrower”),
and have acted as counsel to the Borrower in connection with the $400,000,000 Amended and Restated Revolving Credit Agreement dated as of
November 6, 2012, among the Borrower, Wells Fargo Bank, National Association, as Administrative Agent, Issuing Lender and Swingline Lender
and the Lenders party thereto from time to time (the “Agreement”). Capitalized terms used but not defmed herein have the meanings assigned to
such terms in the Agreement.

I am familiar with the Agreement[, the Notes of the Borrower executed and delivered by the Borrower on the date hereof (the
“Notes”),] and other documents executed and delivered by the Borrower in connection with the Agreement. I also have examined such other
documents and satisfied myself as to such other matters as I have deemed necessary in order to render this opinion.

In rendering this opinion, I have assumed: (a) the genuineness of the signatures on all documents and instruments (other than the
signatures of officers of the Borrower), the authenticity of all documents submitted as originals, the conformity to originals of all documents
submitted as photostatic or certified copies, and the accuracy and completeness of all corporate records made available to me by the Borrower; (b)
the due execution and delivery of the Agreement by the Lenders party thereto; and (c) that the Agreement constitutes the legal, valid and binding
obligation of the Lenders party thereto.

Based on the foregoing, I am of the opinion that:

1. The Borrower is duly incorporated, validly existing and in good standing under the laws of the Commonwealth of Kentucky and
the Commonwealth of Virginia, and has the corporate power to make and perform the Agreement [and the Notes].

2. The execution, delivery and performance by the Borrower of the Agreement [and the Notes] have been duly authorized by the
.orrower and do not violate any provision of law or regulation, or any decree, order, wi-it or judgment applicable to the Borrower, or any
provision of the Borrower’s certificate of incorporation, by-laws or board or shareholder resolutions, or result in the breach of or constitute a
default under any indenture or other agreement or instrument known to me to which the Borrower is a party.

3. [Each of] [T][tJAgreement [and the Notes] has been duly executed and delivered by the Borrower.

4. Except as disclosed in or contemplated by the Agreement or the Borrower’s financial statements referred to in Sections 5.04(a)
or 5.04(b) of the Agreement, or otherwise furnished in writing to the Administrative Agent and the Lenders, no litigation, arbitration or
administrative proceeding or inquhy is pending, or to my knowledge, threatened, which would reasonably be expected to materially adversely
affect the ability of the Borrower to perform any of its obligations under the Agreement [or the Notes]. To my knowledge, there is no litigation,
arbitration or administrative proceeding pending or threatened that questions the validity of the Agreement [or the Notes].

5. There have not been any “reportable events,” as that term is defined in Section 4043 of the Employee Retirement Income
Security Act of 1974, as amended, which would result in a material liability of the Borrower.

6. Each of the

___________

20_ and the

___________.

2012 Orders of the Kentucky Public Service Commission (the “KPSC”),
the

_________,

20 and the

___________,

2012 Orders of the Virginia State Corporation Coimnission (the “VSCC”) and the

__________,

20_
Order of the Tennessee Regulatory Authority (the “TRA”), relating to the Agreement, is in full force and effect, and no further authorization,
consent or approval from any Governmental Authority is required for the execution, delivery and performance of the Agreement by the Borrower
or for the borrowings by the Borrower thereunder, except such authorizations, consents and approvals as have been obtained prior to the date
hereof, which authorizations, consents and approvals are in full force and effect.

[In rendering the opinions set forth in paragraphs I through 3 and 6 above, I note that any exercise by the Borrower of the option to
increase the Revolving Commitment as contemplated in Section 2.19 of the Agreement may require additional authorization by the Borrower’s
Board of Directors and further approval of the KPSC. TSCC, TRA and/or FERC.]

I am licensed to practice law only in the Commonwealth of Kentucky and, accordingly. for purposes of my opinions in paragraphs 1
through 3 and 6 above (with respect to Virginia and Tennessee law), I have relied upon the opinion of [ and the opinion of

(copies of which are attached)], which opinions are in form and substance satisfactory to me and I believe that you and I are
stifled in relying thereon.

in rendering its opinion to the addressee hereof, Pillsbury Winthrop Shaw Pittman LLP may rely as to matters of Kentucky law
addressed herein upon this letter as if it were addressed directly to them. Except as aforesaid, without my prior written consent, this opinion may
not be furnished or quoted to, or relied upon by, any other person or entity for any purpose.



Very truly yours,



. [Form of Virginia Opinions]

1. The Company is duly incorporated, validly existing and in good standing as a corporation under the laws of the Commonwealth
of Virginia and has corporate power to execute and deliver, and to carry out and perform its obligations under, the Agreement [and the Notes].

2. The execution, delivery and performance by the Company of the Agreement [and the Notes] have been duly authorized by the
Company.

3. The Company’s entrance into its obligations in connection with the Agreement has been authorized by an order duly entered by
the Virginia State Corporation Commission (“VSCC”), which order is in full force and effect, and no further authorization, consent or approval of
any Governmental Authority of the Commonwealth of Virginia is required for the execution, delivery and performance of the Agreement by the
Borrower or for the borrowings by the Borrower thereunder, except for such authorizations, consents and approvals as have been obtained prior to
the date hereof and which are in full force and effect [and except that further approval of the VSCC may/would be required in connection with any
exercise by the Borrower of the option to increase the Revolving Commitment as contemplated by Section 2.19 of the Agreement].



[Form of Tennessee Opinion]. 1. The Company is qualified to do business as a foreign corporation in the State of Tennessee.

2. The Company’s entrance into its obligations in connection with the Agreement has been authorized by [anJ order[sJ duly entered
by the Tennessee Regulatory Authority (“TRA”), which Order(s) is/are in full force and effect, and no further authorization, consent or approval
of any Governmental Authority of the State of Tennessee is required for the execution, delivery and performance of the Agreement by the
Borrower or for the borrowings by the Borrower thereunder, except for such authorizations, consents and approvals as have been obtained prior to
the date hereof and which are in full force and effect, [and except that further approval of the IRA may/would be required in connection with any
exercise by the Borrower of the option to increase the Revolving Commitment as contemplated by Section 2.19 of the Agreementl.



EXHIBIT E

Form of Notice of Revolving Increase

Dated as of:

KENTUCKY UTILITIES COMPAI’TY (the” Borrower “), in connection with the $400,000,000 Amended and Restated Revolving
Credit Agreement dated as of November 6, 2012 among the Borrower, Wells Fargo Bank, National Association, as Administrative Agent, and the
Lenders party thereto from time to time (the” Credit Agreement “), hereby certifies that:

1. The Borrower has obtained an agreement from certain fmancial institutions to increase theft Revolving Commitments in the
aggregate amount of____________________________________ ($ ) 27 “Commitment Increase “).

2. All of the representations and warranties of the Borrower made under the Credit Agreement (including, without limitation, all
representations and warranties with respect to the Borrower’s Subsidiaries) and the other Loan Documents are as of the date hereof, and will be as
of the effective date of the Commitment Increase, true and correct in all material respects except to the extent that such representations and
warranties specifically refer to an earlier date, in which case they are true and correct as of such earlier date.

3. There does not exist, as of this date, and there will not exist afler giving effect to the Commitment Increase, any Default or Event
of Default under the Credit Agreement.

4. All necessaiy governmental, regulatory and third party approvals, if required. have been obtained or made, are in full force and
effect and are not subject to any pending or, to the knowledge of the Borrower, threatened reversal or cancellation.

5. Attached hereto as Annex A are resolutions adopted by the Borrower authorizing such Commitment Increase, and such
resolutions are true and correct and have not been altered, amended or repealed and are in full force and effect.

Capitalized terms used in this Notice of Revolving Increase and not otherwise defmed herein are used as defmed in the Credit
Agreement.

[REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]

27Each Optional Conmiitment Increase shall be in a minimum amount of $50,000,000.



iN WITNESS WNEREOF, the Borrower, acting through an authorized signatory, has signed this Notice of Revolving Increase as of the
day and year first above written.

KENRJCKY UTILITIES COMPANY

By:

______________________________________________

Name:
Title:



Annex A to Exhibit E



Exhibit 1 O(ee)

EXECUTION VERSION

$500,000,000

AiIENDED AND RESTATED REVOLVING CREDiT AGREEMENT

dated as of November 6, 2012

among

LOUISVILLE GAS AND ELECTRIC COMPANY,

THE LENDERS FROM TIME TO TIME PARTY HERETO

and

WELLS FARGO BANK, NATIONAL ASSOCIATION,
as Administrative Agent, Issuing Lender and Swinghne Lender

WELLS FARGO SECURITIES, LLC,
MERRILL LYNCH, PIERCE, FENNER & SMITH INCORPORATED, RBS SECURITIES INC.,

BARCLAYS BANK PLC,
THE BANK OF NOVA SCOTIA

and

MITSUBISHI UFJ FINANCIAL GROUP, INC.,
Joint Lead Arrangers and Joint Bookrunners

BANK OF AMERICA, N.A.
and

THE ROYAL BANK Of SCOTLAND PLC,
Syndication Agents

BARCLAYS BANK PLC,
THE BANK OF NOVA SCOTIA

and
MITSUBISHI UTJ FiNANCIAL GROUP, INC.,

Documentation Agents
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AMENDED AND RESTATED REVOLVING CREDIT AGREEMENT (this” Agreement “) dated as of November 6, 2012
entered into among LOUISVILLE GAS AND ELECTRIC COMPANY, a Kentucky corporation (the “ Borrower “), the LENDERS party hereto

Jom time to time and WELLS FARGO BANK, NATIONAL ASSOCIATION, as Administrative Agent. The parties hereto agree as follows:

RECITALS

WHEREAS, the Borrower is party to that certain $400,000,000 Revolving Credit Agreement dated as of November 1, 2010,
among the Borrower, the lenders party thereto and Wells Fargo Bank, National Association, as administrative agent, as amended, modified,
restated and supplemented from time to time (the” Existing Credit Agreement “); and

WHEREAS, the Borrower has requested that the Administrative Agent and the Lenders amend and restate the Existing Credit
Agreement to, among other things, increase the aggregate principal amount of the commitments, decrease the fronting sublimit for letters of credit
issued hereunder and extend the maturity date, and the Administrative Agent and the Lenders have agreed to such amendment and restatement on
the terms and conditions set forth herein;

NOW, THEREFORE, in consideration of the mutual covenants and agreements herein contained, the parties hereto agree that
the Existing Credit Agreement is hereby amended and restated in its entirety, and do further agree as follows:

ARTICLE I
DEFIMTIONS

Section 1.01. Definitions .Ml capitalized terms used in this Agreement or in any Appendix, Schedule or Exhibit hereto which are not
otherwise defmed herein or therein shall have the respective meanings set forth below.

Adjusted London Interbank Offered Rate “ means, for any Interest Period, a rate per annum equal to the quotient obtained
(rounded upward. if necessary, to the nearest 1/100th of 1%) by dividing (i) the London Interbank Offered Rate for such Interest Period by (ii)
1.00 minus the Euro-Dollar Reserve Percentage.

“Administrative Agent “means Wells Fargo Bank, in its capacity as administrative agent for the Lenders hereunder and under
the other Loan Documents, and its successor or successors in such capacity.

Administrative Questionnaire “ means, with respect to each Lender, an administrative questionnaire in the form provided by
jie Administrative Agent and submitted to the Administrative Agent (with a copy to the Borrower) duly completed by such Lender.

“Affiliate “means, with respect to any Person, any other Person who is directly or indirectly controlling, controlled by or under
common control with such Person. A Person shall be deemed to control another Person if such Person possesses, directly or indirectly, the power
to direct or cause the direction of the management or policies of the controlled Person, whether through the ownership of stock or its equivalent,
by contract or otherwise.

Agent “ means the Administrative Agent, the Syndication Agents, the Joint Lead Arrangers, the Documentation Agents or
each Person that shall become a joint lead arranger pursuant to the terms of the Commitment Letters and “Agents” means all of the foregoing.

Agreement “ has the meaning set forth in the introductory paragraph hereto, as this Agreement may be amended, restated,
supplemented or modified from time to time.

“Amendment Fee “has the meaning set forth in Section 4.01(i).

“Applicable Lending Office” means, with respect to any Lender, (i) in the case of its Base Rate Loans, its Base Rate Lending
Office and (ii) in the case of its Euro-Dollar Loans, its Euro-Dollar Lending Office.

“Applicable Percentage “ means, for purposes of calculating (i) the applicable interest rate for any day for any Base Rate Loans
or Euro-Dollar Loans, (ii) the applicable rate for the Commitment Fee for any day for purposes of Section 2.07(a) or (iii) the applicable rate for
the Letter of Credit Fee for any day for purposes of Section 2.07(b), the appropriate applicable percentage set forth below corresponding to one
rating level below the then current highest Borrower’s Ratings; provided that, in the event that the Borrower’s Ratings shall fall within different
levels and ratings are maintained by both Rating Agencies, the applicable rating shall be based on the higher of the two ratings unless one of the
ratings is two or more levels lower than the other, in which case the applicable rating shall be determined by reference to the level one rating
lower than the higher of the two ratings:

Applicable . Applicable PercentageBorrowers Ratings Applicable Percentage for
Percentage for for Euro-Dollar Loans(S&P/Moodvs) . BaseRateLoansCommitment Fees and Letter of Credit Fee:

F Category A >A from S&P / A2 from 0.100% 0.000% 1.000%
Moody’s

Category B >A- from S&P / A3 from 0.125% 0.125% 1.125%
Moody’s

Category C BBB+ from S&P / Baa I from 0.175% 0.250% 1.250%



Moody’s
‘ Category D BBB from S&P/ Baa2 from 0.200% 0.500% 1.500%

Moody’s
Category E BBB- from S&P / Baa3 from 0.250% 0.625% 1.625%

_____________

Moody’s

________________
_____________________

_____________

Category F BB+ from S&P / Bal 0.350% 0.875% 1.875%

_____________

from_Moody’s

________________
_____________________

_____________

Asset Sale “ shall mean any sale of any assets, including by way of the sale by the Borrower or any of its Subsidiaries of
equity interests in such Subsidiaries.

“Assignee “ has the meaning set forth in Section 9.06(c).

“Assignment and Assumption Agreement “means an Assignment and Assumption Agreement, substantially in the form of
attached Exhibit C, under which an interest of a Lender hereunder is transferred to an Eligible Assignee pursuant to Section 9.06(c).

“Availability Period” means the period from and including the Effective Date to but excluding the Termination Date.

“Bankruptcy Code” means the Bankruptcy Reform Act of 197$, as amended, or any successor statute.

“Base Rate “ means for any day a rate per annum equal to the highest of(i) the Prime Rate for such day, (ii) the sum of 1/2 of
1% plus the Federal funds Rate for such day and (iii) except during any period of time during which a notice delivered to the Borrower under
Section 2.14 or Section 2.15 shall remain in effect, the London Interbank Offered Rate p1tul%.

“Base Rate Borrowing “ means a Borrowing comprised of Base Rate Loans.

Base Rate Lending Office “ means, as to each Lender, its office located at its address set forth in its Administrative
Questionnaire (or identified in its Administrative Questionnaire as its Base Rate Lending Office) or such other office as such Lender may
hereafter designate as its Base Rate Lending Office by notice to the Borrower and the Administrative Agent.

Base Rate Loan “means (a) a Loan (other than a Swingline Loan) in respect of which interest is computed on the basis of the
Base Rate and (b) a Swingline Loan in respect of which interest is computed on the basis of the LIBOR Market Index Rate.

“Borrower” has the meaning set forth in the introductory paragraph hereto.

Borrower’s Rating “means the senior secured long-term debt rating of the Borrower from S&P or Moody’s.

“Bon-owinc “means a group of Loans of a single Type made by the Lenders on a single date and, in the case of a Euro-Dollar
Borrowing, having a single Interest Period.

Business Day “ means any day except a Saturday, Sunday or other day on which commercial banks in Charlotte, North
Carolina or New York, New York are authorized by law to close: provided , that, when used in Article III with respect to any action taken by or
with respect to any issuing Lender, the term “Business Day” shall not include any day on which commercial banks are authorized by law to close
in the jurisdiction where the office at which such Issuing Lender books any Letter of Credit is located; and provided, further , that when used with
respect to any boirowing of payment or prepayment of principal of or interest on, or the hiterest Period for, a Euro-Dollar Loan, or a notice by the
Bon’ower with respect to any such borrowing payment, prepayment or Interest Period, the term “Business Day” shall also mean that such day is a
London Business Day.

Capital Lease” means any lease of property’ which, in accordance with GAAP, should be capitalized on the lessee’s balance
sheet.

Capital Lease Obligations “ means, with respect to any Person, all obligations of such Person as lessee under Capital Leases,
in each case taken at the amount thereof accounted for as liabilities in accordance with GAAP.

“Change of Control “means (i) the acquisition by any Person, or two or more Persons acting in concert, of beneficial ownership
(within the meaning of Rule l3d-3 of the Securities and Exchange Commission under the Securities Exchange Act of 1934, as amended) of 25%
or more of the outstanding shares of voting stock of PPL Corporation or its successors or (ii) the failure at any time of PPL Corporation or its
successors to own 80% or more of the outstanding shares of the Voting Stock in the Bon’ower.

Commitment “ means, with respect to any Lender, the commitment of such Lender to (i) make Loans under this Agreement,
(ii) refund or purchase participations in Swingline Loans pursuant to Section 2.02 and (iii) purchase participations in Letters of Credit pursuant to
Article HI hereof, as set forth in the Commitment Appendix and as such Commitment may be reduced from time to time pursuant to Section 2.08
or Section 9.06(c) or increased from time to time pursuant to Section 9.06(c).

“Commitment Appendix “ means the Appendix attached under this Agreement identified as such.

“Commitment Fee” has the meaning set forth in Section 2.07(a).

Commitment Letters “ means (i) that certain commitment letter dated as of September 24, 2012 among Wells Fargo Securities,



LLC, Wells Fargo Bank, National Association, Merrill Lynch, Pierce, Fenner & Smith Incorporated, Bank of America, N.A.,
RBS Securities Inc. and The Royal Bank of Scotland plc and (ii) that certain commitment letter dated as of October 2, 2012 among Barclays Bank
PLC, The Bank of Nova Scotia and Mitsubishi UFJ Financial Group, Inc., acting through The Bank of Tokyo-Mitsubishi UFJ, Ltd. and Union
Bank, N.A., each commitment letter addressed to and acknowledged and agreed to by the Borrower.

Commitment Ratio “ shall mean, with respect to any Lender, the percentage equivalent of the ratio which such Lender’s
onuiiitment bears to the aggregate amount of all Commitments.

“Consolidated Capitalization” shall mean the sum of, without duplication, (A) the Consolidated Debt (without giving effect to
clause (b) of the definition of “Consolidated Debt”) and (B) the consolidated shareowners’ equity (determined in accordance with GAAP) of the
common, preference and preferred shareowners of the Borrower and minority interests recorded on the Borrower’s consolidated fmancial
statements (excluding from shareowner’s equity (i) the effect of all unrealized gains and losses reported under Financial Accounting Standards
Board Accounting Standards Codification Topic 815 in connection with (x) forward contracts, futures contracts, options contracts or other
derivatives or hedging agreements for the future delivery of electricity, capacity, fuel or other commodities and (y) Interest Rate Protection
Agreements, foreign currency exchange agreements or other interest or exchange rate hedging arrangements and (ii) the balance of accumulated
other comprehensive income/loss of the Borrower on any date of determination solely with respect to the effect of any pension and other post-
retirement benefit liability adjustment recorded in accordance with GAAP), except that for purposes of calculating Consolidated Capitalization of
the Borrower, Consolidated Debt of the Borrower shall exclude Non-Recourse Debt and Consolidated Capitalization of the Borrower shall
exclude that portion of shareowners’ equity attributable to assets securing Non-Recourse Debt.

Consolidated Debt “ means the consolidated Debt of the Borrower and its Consolidated Subsidiaries (determined in
accordance with GAAP), except that for purposes of this definition (a) Consolidated Debt shall exclude Non-Recourse Debt of the Borrower and
its Consolidated Subsidiaries, and (b) Consolidated Debt shall exclude (i) Hybrid Securities of the Borrower and its Consolidated Subsidiaries in
an aggregate amount as shall not exceed 15% of Consolidated Capitalization and (ii) Equity-Linked Securities in an aggregate amount as shall not
exceed 15% of Consolidated Capitalization.

Consolidated Subsidiary” means with respect to any Person at any date any Subsidiary of such Person or other entity the
accounts of which would be consolidated with those of such Person in its consolidated financial statements if such statements were prepared as of
such date in accordance with GAAP.

Continuing Lender “means with respect to any event described in Section 2.08(b), a Lender which is not a Retiring Lender,
and “Continuing Lenders” means any two or more of such Continuing Lenders.

Corporation “ means a corporation, association, company, joint stock company, limited liability company, partnership or

•
)isiness trust.

“Credit Event” means a Borrowing or the issuance, renewal or extension of a Letter of Credit.

“Debt” of any Person means, without duplication, (i) all obligations of such Person for borrowed money, (ii) all obligations of
such Person evidenced by bonds, debentures, notes or similar instruments, (iii) all Guarantees by such Person of Debt of others, (iv) all Capital
Lease Obligations and Synthetic Leases of such Person, (v) all obligations of such Person in respect of Interest Rate Protection Agreements,
foreign currency exchange agreements or other interest or exchange rate hedging arrangements (the amount of any such obligation to be the net
amount that would be payable upon the acceleration, termination or liquidation thereof), but only to the extent that such net obligations exceed
$75,000,000 in the aggregate and (vi) all obligations of such Person as an account party in respect of letters of credit and bankers’ acceptances;
provided, however ,that “Debt” of such Person does not include (a) obligations of such Person under any installment sale, conditional sale or title
retention agreement or any other agreement relating to obligations for the deferred purchase price of property or services, (b) obligations under
agreements relating to the purchase and sale of any commodity, including any power sale or purchase agreements, any commodity hedge or
derivative (regardless of whether any such transaction is a “financial” or physical transaction), (c) any trade obligations or other obligations of
such Person incurred in the ordinary course of business or (d) obligations of such Person under any lease agreement (including any lease intended
as security) that is not a Capital Lease or a Synthetic Lease.

Default “ means any condition or event which constitutes an Event of Default or which with the giving of notice or lapse of
time or both would, unless cured or waived, become an Event of Default.

“Defaulting Lender” means at any time any Lender with respect to which a Lender Default is in effect at such time.

“Documentation Agents “means Barclays Bank PLC, The Bank of Nova Scotia and Mitsubishi UFJ Financial Group, Inc.,
acting through The Bank of Tokyo-Mitsubishi UFJ, Ltd. and Uniot1 Bank N.A., each in its capacity as a documentation agent in respect of this
Agreement.

“Dollars “ and the sign “5” means lawful money of the United States of America.

“Effective Date “ means the date on which the Administrative Agent determines that the conditions specified in or pursuant to
‘ection 4.01 have been satisfied.

Eligible Assignee “ means (i) a Lender; (ii) a commercial bank organized under the laws of the United States and having a
combined capital and surplus of at least $100,000,000; (iii) a commercial bank organized under the laws of any other country which is a member
of the Organization for Economic Cooperation and Development, or a political subdivision of any such country, and having a combined capital
and surplus of at least $1 00,000.000; provided . that such bank is acting through a branch or agency located and licensed in the United States; or



(iv) an Affiliate of a Lender that is an “accredited investor” (as defined in Regulation D under the Securities Act of 1933, as
amended); provided , that, in each case (a) upon and following the occurrence of an Event of Default, an Eligible Assignee shall mean any Person
other than the Borrower or any of its Affiliates and (b) notwithstanding the foregoing, “Eligible Assignee” shall not include the Borrower or any
of its Affiliates.

fl “ Environmental Laws “ means any and all federal, state and local stabites, laws, regulations, ordinances, mles, judgnients,
irders, decrees, permits, concessions, grants, franchises, licenses or other written governmental restrictions relating to the environment or to
emissions, discharges or releases of pollutants, contaminants, petroleum or petroleum products, chemicals or industrial, toxic or Hazardous
Substances or wastes into the enviromnent including, without limitation, ambient air, surface water, ground water, or land, or otherwise relating to
the manufacture, processing, distribution, use, treatment, storage, disposal, transport or handling of pollutants, contaminants, petroleum or
petroleum products, chemicals or industrial, toxic or Hazardous Substances or wastes.

Environmental Liabilities “means all liabilities (including anticipated compliance costs) in connection with or relating to the
business, assets, presently or previously owned, leased or operated property, activities (including, without limitation, off-site disposal) or
operations of the Borrower or any of its Subsidiaries which arise under Environmental Laws.

Equity-Linked Securities “ means any securities of the Borrower or any of its Subsidiaries which are convertible into, or
exchangeable for, equity securities of the Borrower, such Subsidiary or PPL Corporation, including any securities issued by any of such Persons
which are pledged to secure any obligation of any holder to purchase equity securities of the Borrower, any of its Subsidiaries or PPL Corporation.

“ERISA “ means the Employee Retirement Income Security Act of 1974, as amended, or any successor statute.

ERISA Group “ means the Borrower arid all members of a controlled group of corporations and all trades or businesses
(whether or not incorporated) under common control which, together with the Borrower, are treated as a single employer under Section 414(b) or
(c) of the Internal Revenue Code.

“Euro-Dollar Borrowing” means a Borrowing comprised of Euro-Dollar Loans.

Euro-Dollar Lending Office “ means, as to each Lender, its office, branch or Affiliate located at its address set forth in its
Administrative Questionnaire (or identified in its Administrative Questionnaire as its Euro-Dollar Lending Office) or such other office, branch or
Affiliate of such Lender as it may hereafter designate as its Euro-Dollar Lending Office by notice to the Borrower and the Administrative Agent.

“Euro-Dollar Loan “means a Loan in respect of which interest is computed on the basis of the Adjusted London Interbank
Offered Rate pursuant to the applicable Notice of Borrowing or Notice of ConversionlContinuation.

Euro-Dollar Reserve Percentage “ of any Lender for the Interest Period of any LIBOR Rate Loan means the reserve
percentage applicable to such Lender during such Interest Period (or if more than one such percentage shall be so applicable, the daily average of
such percentages for those days in such Interest Period during which any such percentage shall be so applicable) under regulations issued from
time to time by the Board of Governors of the Federal Reserve System (or any successor) for determining the maximum reserve requirement
(including, without limitation, any emergency, supplemental or other marginal reserve requirement) then applicable to such Lender with respect to
liabilities or assets consisting of or including “Eurocurrency Liabilities” (as defined in Regulation D). The Adjusted London Interbank Offered
Rate shall be adjusted automatically on and as of the effective date of any change in the Euro-Dollar Reserve Percentage.

“Event of Default” has the meaning set forth in Section 7.01.

“Existing Credit Agreement” has the meaning set forth in the recitals hereto.

“Extending Lenders “has the meaning set forth in Section 9.15 hereto.

“FATCA “means Sections 1471 through 1474 of the Internal Revenue Code and any regulations (whether final, temporary or
proposed) that are issued thereunder or official government interpretations thereof and any agreements entered into pursuant to Section 1471(b) of
the Code.

“Federal Funds Rate “means for any day the rate per annum (rounded upward, if necessary. to the nearest 1/100th of 1%) equal
to the weighted average of the rates on overnight Federal funds transactions with members of the Federal Reserve System arranged by Federal
funds brokers on such day, as published by the Federal Reserve Bank of New York on the Business Day next succeeding such day-’, provided , that
(i) if such day is not a Business Day, the Federal funds Rate for such day shall be such rate on such transactions on the next preceding Business
Day as so published on the next succeeding Business Day, and (ii) if no such rate is so published on such next succeeding Business Day, the
Federal Funds Rate for such day shall be the average of quotations for such day on such transactions received by the Administrative Agent from
three federal funds brokers of recognized standing selected by the Administrative Agent.

Fee Letter” means the fee letter dated as of September 24, 2012 among the Borrower, Wells Fargo Securities, LLC, Wells
Fargo Bank, Merrill Lynch, Pierce, Fenner & Smith Incorporated, Bank of America, N.A., RBS Securities Inc., and The Royal Bank of Scotland‘c, as amended, modified or supplemented from time to time.

“FERC “means the Federal Energy Regulatory Commission.

“Fronting Fee “has the meaning set forth in Section 2.07(b).



“Fronting Sublimit “means, (a) for each JLA Issuing Bank, the amount of such JLA Issuing Bank’s commitment to issue and
honor payment obligations under Letters of Credit, as set forth on the JLA LIC fronting Sublimits Appendix hereto and (b) with respect to any
other Issuing Lender, an amount as agreed between the Borrower and such Issuing Lender.

“GAAP “ means United States generally accepted accounting principles applied on a consistent basis.

“Governmental Authority” means any federal, state or local government, authority, agency, central bank, quasi-governmental
authority, court or other body or entity, and any arbitrator with authority to bind a party at law.

“Group of Loans “ means at any time a group of Revolving Loans consisting of (1) all Revolving Loans which are Base Rate
Loans at such time or (ii) all Revolving Loans which are Euro-Dollar Loans of the same Type having the same Interest Period at such time;
provided , that, if a Loan of any particular Lender is converted to or made as a Base Rate Loan pursuant to Sections 2.15 or 2.18, such Loan shall
be included in the same Group or Groups of Loans from time to time as it would have been in if it had not been so converted or made.

“Guarantee” of or by any Person means any obligation, contingent or otherwise, of such Person guaranteeing or having the
economic effect of guaranteeing any Debt of any other Person (the “primary obligor”) in any manner, whether directly or indirectly, and including
any obligation of such Person, direct or indirect, (i) to purchase or pay (or advance or supply funds for the purchase or payment of) such Debt or
to purchase (or to advance or supply funds for the purchase of) any security for payment of such Debt, (ii) to purchase or lease property, securities
or services for the purpose of assuring the owner of such Debt of the payment of such Debt or (iii) to maintain working capital, equity capital or
any other fmancial statement condition or liquidity of the primary obligor so as to enable the primary obligor to pay such Debt; provided
however , that the term Guarantee shall not include endorsements for collection or deposit in the ordinary course of business.

Hazardous Substances” means any toxic, caustic or otherwise hazardous substance, including petroleum, its derivatives, by
products and other hydrocarbons, or any substance having any constituent elements displaying any of the foregoing characteristics.

Hybrid Securities “means any trust preferred securities, or deferrable interest subordinated debt with a maturity of at least 20
years issued by the Borrower, or any business trusts, limited liability companies, limited partnerships (or similar entities) (i) all of the common
equity, general partner or similar interests of which are owned (either directly or indirectly through one or more Wholly Owned Subsidiaries) at all
times by the Borrower or any of its Subsidiaries, (ii) that have been formed for the purpose of issuing hybrid preferred securities and (iii)
substantially all the assets of which consist of(A) subordinated debt of the Borrower or a Subsidiary of the Borrower, as the case may be, and (B)
payments made from time to time on the subordinated debt.

“Indenmitee “ has the meaning set forth in Section 9.03(b).

“Interest Period “means with respect to each Euro-Dollar Loan, a period commencing on the date of borrowing specified in the
plicable Notice of Borrowing or on the date specified in the applicable Notice of Conversio&Continuation and ending one, o, three or six

months thereafter, as the Borrower may elect in the applicable notice; provided , that:

(i) any Interest Period which would otherwise end on a day which is not a Business Day shall, subject to clauses
(iii) and (iv) below, be extended to the next succeeding Business Day unless such Business Day falls in another calendar month, in which
case such Interest Period shall end on the next preceding Business Day;

(ii) any Interest Period which begins on the last Business Day of a calendar month (or on a day for which there is
no numerically corresponding day in the calendar month at the end of such Interest Period) shall, subject to clause (iii) below, end on the
last Business Day of a calendar month; and

(iii) no Interest Period shall end after the Termination Date.

Interest Rate Protection Anreements “ means any agreement providing for an interest rate swap, cap or collar, or any other
fmancial agreement designed to protect against fluctuations in interest rates.

“Internal Revenue Code “ means the Internal Revenue Code of 1986, as amended, or any successor statute.

“IssuinuLender”means (i) each JLA Issuing Bank, each in its capacity as an issuer of Letters of Credit under Section 3.02, and
each of their respective successor or successors in such capacity and (ii) any other Lender approved as an “Issuing Lender” pursuant to Section
3.01, subject in each case to the fronting Sublimit.

Joint Lead Arrangers “ means Wells Fargo Securities, Merrill Lynch, Pierce, Fenner & Smith Incorporated, RBS Securities
Inc., Barclays Bank PLC, The Bank of Nova Scotia and Mitsubishi UFJ Financial Group, Inc., acting through The Bank of Tokyo Mitsubishi UFJ,
Ltd. and Union Bank, N.A., each in their capacity as joint lead arranger and joint bookrunner in respect of this Agreement.

“JLA Issuing Bank “ means Wells Fargo Bank. Bank of America, N.A., The Royal Bank of Scotland plc, Barclays Bank PLC,
The Bank of Nova Scotia, Mitsubishi UTJ Financial Group, Inc., acting through The Bank of Tokyo-Mitsubishi UP], Ltd. and each other Lender

ar Affiliate of a Lender) that shall become (or whose Affiliate shall become) a joint lead arranger pursuant to the terms of the Commitment
tters.

“KPSC “means the Kentucky Public Service Commission.

Lender “ means each bank or other lending institution listed in the Commitment Appendix as having a Commitment, each



Eligible Assignee that becomes a Lender pursuant to Section 9.06(c) and their respective successors and shall include, as the
context may require, each Issuing Lender and the Swingline Lender in such capacity.

Lender Default “ means (1) the failure (which has not been cured) of any Lender to make available any Loan or any
eimbursement for a drawing under a Letter of Credit or refunding of a Swingline Loan, in each case, within one Business Day from the date it is

ligated to make such amount available under the terms and conditions of this Agreement or (ii) a Lender having notified, in writing, the
Administrative Agent and the Borrower that such Lender does not intend to comply with its obligations under Article El following the appointment
of a receiver or conservator with respect to such Lender at the direction or request of any regulatory agency or authority.

“Letter of Credit “ means each letter of credit issued pursuant to Section 3.02 by an Issuing Lender.

“Letter of Credit Fee “ has the meaning set forth in Section 2.07(b).

Letter of Credit Liabilities “ means, for any Lender at any time, the product derived by multiplying (i) the sum, without
duplication, of (A) the aggregate amount that is (or may thereafter become) available for drawing under all Letters of Credit outstanding at such
time plus (B) the aggregate unpaid amount of all Reimbursement Obligations outstanding at such time by (ii) such Lender’s Commitment Ratio.

“Letter of Credit Request “has the meaning set forth in Section 3.03.

LIBOR Market Index Rate “ means, for any day, the rate for I month U.S. dollar deposits as reported on Reuters Screen
LIBORO1 as of 11:00 a.m., London time, for such day, provided, if such day is not a London Business Day, the immediately preceding London
Business Day (or if not so reported, then as determined by the Swingline Lender from another recognized source or interbank quotation).

Lien” means, with respect to any asset, any mortgage, lien, pledge, charge, security interest or encumbrance intended to
confer or having the effect of conferring upon a creditor a preferential interest.

“Loan” means a Base Rate Loan, whether such loan is a Revolving Loan or Swingline Loan, or a Euro-Dollar Loan and
“Loans” means any combination of the foregoing.

Loan Documents “ means this Agreement and the Notes.

“London Business Day “means a day on which commercial banks are open for international business (including dealings in
Dollar deposits) in London.

London Interbank Offered Rate “ means:

(a) for any Euro-Dollar Loan for any Interest Period, the interest rate for deposits in Dollars for a period of time
comparable to such Interest Period which appears on Reuters Screen LI3ORO1 at approximately 11:00 A.M. (London time) two Business Days
before the first day of such Interest Period; provided , however , that if more than one such rate is specified on Reuters Screen LIBOROJ, the
applicable rate shall be the arithmetic mean of all such rates (rounded upwards, if necessary, to the nearest 1/100 of 1%). If for any reason such
rate is not available on Reuters Screen LIBORO1, the term “London Interbank Offered Rate” means for any Interest Period, the arithmetic mean of
the rate per annum at which deposits in Dollars are offered by first class banks in the London interbank market to the Administrative Agent at
approximately 11:00 A.M. (London time) two Business Days before the first day of such Interest Period in an amount approximately equal to the
principal amount of the Euro-Dollar Loan of Wells Fargo Bank to which such Interest Period is to apply and for a period of time comparable to
such Interest Period.

(b) for any interest rate calculation with respect to a Base Rate Loan, the interest rate for deposits in Dollars for a period
equal to one month (commencing on the date of detennination of such interest rate) which appears on Reuters Screen LJBORO1 at approximately
11:00 A.M. (London time) on such date of determination (provided that if such day is not a Business Day for which a London Interbank Offered
Rate is quoted, the next preceding Business Day for which a London Interbank Offered Rate is quoted); provided, however, that if more than one
such rate is specified on Reuters Screen LIBORO1, the applicable rate shall be the arithmetic mean of all such rates (rounded upwards, if
necessary, to the nearest 1/100 of 1%). If for any reason such rate is not available on Reuters Screen LIBORO1, the term “London Interbank
Offered Rate” means for any applicable one-month interest period, the arithmetic mean of the rate per annum at which deposits in Dollars are
offered by first class banks in the London interbank market to the Administrative Agent at approximately 11:00 A.M. (London time) on such date
of determination (provided that if such day is not a Business Day for which a London interbank Offered Rate is quoted, the next preceding
Business Day for which a London ]nterbank Offered Rate is quoted) in an amount approximately equal to the principal amount of the Base Rate
Loan of Wells Fargo Bank.

“Mandatoiw Letter of Credit Borrowing “has the meaning set forth in Section 3.09.

“Maruin Stock” means “margin stock” as such term is defined in Regulation U.

Material Adverse Effect ‘ means (1) any material adverse effect upon the business, assets, financial condition or operations of
Iie Borrower or the Borrower and its Subsidiaries, taken as a whole; (ii) a material adverse effect on the ability of the Borrower to perform its
\\,,,Aligations under this Agreement. the Notes or the other Loan Documents or (iii) a material adverse effect on the validity or enforceability of this

Agreement, the Notes or any of the other Loan Documents.

Material Debt means Debt (other than the Notes) of the Borrower in a principal or face amount exceeding $50,000,000.



“Material Plan” means at any time a Plan or Plans having aggregate Unfunded Liabilities in excess of $50,000,000. for the
avoidance of doubt, where any two or more Plans, which individually do not have Unfunded Liabilities in excess of $50,000,000, but collectively
have aggregate Unfunded Liabilities in excess of $50,000,000, all references to Material Plan shall be deemed to apply to such Plans as a group.

“Moody’s “means Moody’s Investors Service, Inc., a Delaware corporation, and its successors or, absent any such successor,
ch nationally recognized statistical rating organization as the Borrower and the Administrative Agent may select.

Multiemployer Plan “ means at any time an employee pension benefit plan within the meaning of Section 4001(a)(3) of
ERISA to which any member of the ERISA Group is then making or accruing an obligation to make contributions or has within the preceding five
plan years made contributions.

“New Lender “ means with respect to any event described in Section 2.08(b), an Eligible Assignee which becomes a Lender
hereunder as a result of such event, and “New Lenders” means any two or more of such New Lenders.

“Non-Defaulting Lender” means each Lender other than a Defaulting Lender, and “Non-Defaulting Lenders” means any two or
more of such Lenders.

“Non-Recourse Debt” shall mean Debt that is nomecourse to the Borrower or any asset of the Borrower.

“Non-U.S. Lender” has the meaning set forth in Section 2.17(e).

“Note” shall mean a promissory note, substantially in the form of Exhibit B hereto, issued at the request of a Lender evidencing
the obligation of the Borrower to repay outstanding Revolving Loans or Swingline Loans, as applicable.

“Notice of Borrowing “has the meaning set forth in Section 2.03.

“Notice of Conversion]Continuation “ has the meaning set forth in Section 2.06(d)(ii).

“Obligations” means:

(i) all principal of and interest (including, without limitation, any interest which accrues after the commencement
of any case, proceeding or other action relating to the bankruptcy, insolvency or reorganization of the Borrower, whether or not allowed
or allowable as a claim in any such proceeding) on any Loan, fees payable or Reimbursement Obligation under, or any Note issued
pursuant to, this Agreement or any other Loan Document;

(ii) all other amounts now or hereafter payable by the Borrower and all other obligations or liabilities now
existing or hereafter arising or incurred (including, without limitation, any amounts which accrue after the commencement of any case,
proceeding or other action relating to the bankruptcy, insolvency or reorganization of the Borrower, whether or not allowed or allowable
as a claim in any such proceeding) on the part of the Borrower pursuant to this Agreement or any other Loan Document;

(iii) all expenses of the Agents as to which such Agents have a right to reimbursement under Section 9.03(a)
hereof or under any other similar provision of any other Loan Document; and

(iv) all amounts paid by any Indenmitee as to which such Indemnitee has the right to reimbursement under
Section 9.03 hereof or under any other similar provision of any other Loan Document;

together in each case with all renewals, modifications, consolidations or extensions thereof.

“OFAC “means the U.S. Department of the Treasury’s Office of foreign Assets Control.

“Other Taxes “has the meaning set forth in Section 2.17(b).

“Participant “has the meaning set forth in Section 9.06(b).

“Participant Register” has the meaning set forth in Section 9.06(e).

“PBGC “ nieans the Pension Benefit Guaranty Corporation or any entity succeeding to any or all of its functions under ERISA.

“Permitted Business “with respect to any Person means a business that is the same or similar to the business of the BolTower or
any Subsidiaiy as of the Effective Date, or any business reasonably related thereto.

Person “ means an individual, a corporation, a partnership, an association, a limited liability company, a trust or an
unincorporated association or any other entity or organization, including a government or political subdivision or an agency or instrumentality,ereof.

“i” means at any time an employee pension benefit plan (including a Multiernployer Plan) which is covered by Title IV of
ERJSA or subject to the minimum funding standards under Section 412 of the Internal Revenue Code and either (i) is maintained, or contributed
to, by any member of the ERISA Group for employees of any member of the ERISA Group or (ii) has at any time within the preceding five years
been maintained, or contributed to, by any Person which was at such time a member of the FRISA Group for employees of any Person which was



at such time a member of the ERISA Group.

“Prime Rate “ means the rate of interest publicly announced by Wells Fargo Bank from time to time as its Prime Rate.

“Public Reporting Company “ means a company subject to the periodic reporting requirements of the Securities and Exchange
(ct of 1934.

“Quarterly Date “ means the last Business Day of each of March, June, September and December.

“Rating Agency” means S&P or Moody’s, and “Rating Agencies” means both of them.

“Register” has the meaning set forth in Section 9.06(e).

“Regulation U “ means Regulation U of the Board of Governors of the Federal Reserve System, as amended, or any successor
regulation.

“Regulation X” means Regulation X of the Board of Governors of the Federal Reserve System, as amended, or any successor
regulation.

“Reimbursement Obligations “ means at any time all obligations of the Borrower to reimburse the Issuing Lenders pursuant to
Section 3.07 for amounts paid by the Issuing Lenders in respect of drawings under Letters of Credit, including any portion of any such obligation
to which a Lender has become subrogated pursuant to Section 3.09.

“Replacement Date “ has the meaning set forth in Section 2.08(b).

“Replacement Lender “ has the meaning set forth in Section 2.08(b).

Required Lenders “ means at any time Non-Defaulting Lenders having at least 51% of the aggregate amount of the
Connnitments of all Non-Defaulting Lenders or, if the Commitments shall have been terminated, having at least 51% of the aggregate amount of
the Revolving Outstandings of the Non-Defaulting Lenders at such time.

Responsible Officer “ means, as to any Person, the chief executive officer, president, chief fmancial officer, contro]ler,
treasurer or assistant treasurer of such Person or any other officer of such Person reasonably acceptable to the Administrative Agent. Any
document delivered hereunder that is signed by a Responsible Officer of a Person shall be conclusively presumed to have been authorized by all
“cessaiy corporate, partnership and/or other action on the part of such Person and such Responsible Officer shall be conclusively presuned to

five acted on behaff of such Person.

Retiring Lender” means a Lender that ceases to be a Lender hereunder pursuant to the operation of Section 2.08(b).

“Revolving “means, when used with respect to (i) a Borrowing, a Borrowing made by the Borrower under Section 2.01, as
identified in the Notice of Borrowing with respect thereto, a Borrowing of Revolving Loans to refund outstanding Swingline Loans pursuant to
Section 2.02(b)(i), or a Mandatory Letter of Credit Borrowing and (ii) a Loan, a Loan made under Section 2.01; provided .that, if any such loan or
loans (or portions thereof) are combined or subdivided pursuant to a Notice of Conversion/Continuation, the term “Revolving Loan” shall refer to
the combined principal amount resulting from such combination or to each of the separate principal amounts resulting from such subdivision, as
the case may be.

“Revolving Outstandings” means at any time, with respect to any Lender, the sum of (i) the aggregate principal amount of such
Lender’s outstanding Revolving Loans plus (ii) the aggregate amount of such Lender’s Swingline Exposure plus (iii) aggregate amount of such
Lender’s Letter of Credit Liabilities.

“Revolving Outstandings Excess “has the meaning set forth in Section 2.09.

Sanctioned Entity “ shall mean (i) an agency of the government of, (ii) an organization directly or indirectly controlled by, or
(iii) a Person resident in, a country that is subject to a sanctions program identified on the list maintained by OFAC and available at
http://www.treas.gov/offices/enforcement/ofac/sanctions/index html, or as otherwise published from time to time as such program may be
applicable to such agency, organization or Person.

Sanctioned Person “ shall mean a Person named on the list of Specially Designated Nationals or Blocked Persons maintained
by OFAC available at http://www.treas.gov/offices/enforcement/ofac/sdnlindex.html, or as otherwise published from time to time.

“SEC” means the Securities and Exchange Commission.

““ means Standard & Poor’s Ratings Group, a division of McGraw Hill, Inc., a New York corporation. and its successors
‘r, absent any such successor, such nationally recognized statistical rating organization as the Borrower and the Administrative Agent may select.

Subsidiarv “ means any Corporation, a majority of the outstanding Voting Stock ofwhich is owned, directly or indirectly, by
the Borrower or one or more other Subsidiaries of the Borrower.

Swingline Borrowing “ means a Borrowing made by the Borrower under Section 2.02, as identified in the Notice of



Borrowing with respect thereto.

Swliwline Exposure “ means, for any Lender at any time, the product derived by multiplying (i) the aggregate principal
amount of all outstanding Swingline Loans at such time by (ii) such Lender’s Commitment Ratio.

“Swingline Lender” means Wells Fargo Bank, in its capacity as Swingline Lender.

“Swingline Loan “ means any swingline loan made by the Swingline Lender to the Borrower pursuant to Section 2.02.

“Swingline Sublimit “means the lesser of (a) $20,000,000 and (b) the aggregate Commitments of all Lenders.

“Swingline Termination Date “ means the first to occur of (a) the resignation of Wells Fargo Bank as Administrative Agent in
accordance with Section 8.09 and (b) the Termination Date.

“Syndication Agents “ means Bank of America, N.A. and The Royal Bank of Scotland plc, each in its capacity as a syndication
agent in respect of this Agreement.

Synthetic Lease “ means any synthetic lease, tax retention operating lease, off-balance sheet loan or similar off-balance sheet
fmancing product where such transaction is considered borrowed money indebtedness for tax purposes but is classified as an operating lease in
accordance with GAAP.

“Taxes “has the meaning set forth in Section 2.17(a).

“Termination Date “means the earliest to occur of(a) November 6, 2017 and (b) such earlier date upon which all Commitments
shall have been terminated in their entirety in accordance with this Agreement.

“Iyp”, when used in respect of any Loan or Borrowing, shall refer to the rate by reference to which interest on such Loan or
on the Loans comprising such Borrowing is determined.

Unfunded Liabilities “ means, with respect to any Plan at any time, the amount (if any) by which (i) the value of all benefit
liabilities under such Plan, determined on a plan termination basis using the assumptions prescribed by the PBGC for purposes of Section 4044 of
ERISA, exceeds (ii) the fair market value of all Plan assets allocable to such liabilities under Title IV of ERISA (excluding any accrued but unpaid
contributions), all determined as of the then most recent valuation date for such Plan, but only to the extent that such excess represents a potential

,,liability of a member of the ERISA Group to the PBGC or any other Person under Title IV of ERISA.

“ United States “ means the United States of America, including the States and the District of Columbia, but excluding its
territories and possessions.

Voting Stock “means stock (or other interests) of a Corporation having ordinary voting power for the election of directors,
managers or trustees thereof, whether at all times or only so long as no senior class of stock has such voting power by reason of any contingency.

“Wells Fargo Bank” means Wells Fargo Bank, National Association, and its successors.

“Wells Fargo Securities “ means Wells Fargo Securities, LLC, and its successors and assigns.

“Wholly Owned Subsidiary “ means, with respect to any Person at any date, any Subsidiary of such Person all of the Voting
Stock of which (except directors’ qualifiing shares) is at the time directly or indirectly owned by such Person.

ARTICLE II
THE CREDITS

Section 2.01. Commitments to Lend . Each Lender severally agrees, on the terms and conditions set forth in this
Agreement, to make Revolving Loans to the Borrower pursuant to this Section 2.01 from time to time during the Availability Period in amounts
such that its Revolving Outstandings shall not exceed its Commitment; provided , that. immediately after giving effect to each such Revolving
Loan, the aggregate principal amount of all outstanding Revolving Loans (after giving effect to any amount requested) shall not exceed the
aggregate Coimnitments less the sum of all outstanding Swingline Loans and Letter of Credit Liabilities. Each Revolving Borrowing (other than
Mandatory Letter of Credit Borrowings) shall be in an aggregate principal amount of $10,000,000 or any larger integral multiple of $1,000,000
(except that any such Borrowing may be in the aggregate amount of the unused Commitments) and shall be made from the several Lenders ratably
in proportion to their respective Commitments. Within the foregoing limits, the Borrower may boirow under this Section 2.01, repay, or, to the
extent permitted by Section 2.10, prepay, Revolving Loans and reborrow under this Section 2.01.

Section 2.02. Swincline Loans.

4 “ (a) Availability . Subject to the terms and conditions of this Agreement, the Swingline Lender agrees to make Swingline
oans to the Borrower from time to time from the Effective Date through. but not including, the Swingline Termination Date; provided ,that the

aggregate principal amount of all outstanding Swingline Loans (after giving effect to any amount requested), shall not exceed the lesser of (i) the
aggregate Conrniitrnents less the sum of the aggregate principal amount of all outstanding Revolving Loans and all outstanding Letter of Credit
Liabilities and (ii) the Swingline Sublimit; and provided further , that the Borrower shall not use the proceeds of any Swingline Loan to refinance
any outstanding Swingline Loan. Each Swingline Loan shall be in an aggregate principal amount of $2,000,000 or any larger integral multiple of



$500,000 (except that any such Borrowing may be in the aggregate amount of the unused Swingline Sublimit). Within the
foregoing limits, the Borrower may borrow, repay and reborrow Swingline Loans, in each case under this Section 2.02. Each Swingline Loan shall
be a Base Rate Loan.

(b) Refunding.

(i) Swingline Loans shall be refunded by the Lenders on demand by the Swingline Lender. Such
refundings shall be made by the Lenders in accordance with their respective Commitment Ratios and shall thereafter be reflected as
Revolving Loans of the Lenders on the books and records of the Administrative Agent. Each Lender shall fund its respective
Commitment Ratio of Revolving Loans as required to repay Swingline Loans outstanding to the Swingline Lender upon demand by the
Swingline Lender but in no event later than 1:00 P.M. (Charlotte, North Carolina time) on the next succeeding Business Day after such
demand is made. No Lender’s obligation to fund its respective Commitment Ratio of a Swingline Loan shall be affected by any other
Lender’s failure to fund its Commitment Ratio of a Swingline Loan, nor shall any Lender’s Commitment Ratio be increased as a result of
any such failure of any other Lender to fund its Commitment Ratio of a Swingline Loan.

(ii) The Borrower shall pay to the Swingline Lender on demand, and in no case more than fourteen (14)
days after the date that such Swingline Loan is made, the amount of such Swingline Loan to the extent amounts received from the
Lenders are not sufficient to repay in full the outstanding Swingline Loans requested or required to be refunded. In addition, the
Borrower hereby authorizes the Administrative Agent to charge any account maintained by the Borrower with the Swingline Lender (up
to the amount available therein) in order to immediately pay the Swingline Lender the amount of such Swingline Loans to the extent
amounts received from the Lenders are not sufficient to repay in full the outstanding Swingline Loans requested or required to be
refunded. If any portion of any such amount paid to the Swingline Lender shall be recovered by or on behalf of the Borrower from the
Swingline Lender in bankruptcy or otherwise, the loss of the amount so recovered shall be ratably shared among all the Lenders in
accordance with their respective Commitment Ratios (unless the amounts so recovered by or on behalf of the Borrower pertain to a
Swingline Loan extended after the occurrence and during the continuance of an Event of Default of which the Administrative Agent has
received notice in the manner required pursuant to Section 8.05 and which such Event of Default has not been waived by the Required
Lenders or the Lenders, as applicable).

(iii) Each Lender acknowledges and agrees that its obligation to refund Swingline Loans (other than
Swingline Loans extended after the occurrence and during the continuation of an Event of Default of which the Administrative Agent has
received notice in the manner required pursuant to Section 8.05 and which such Event of Default has not been waived by the Required
Lenders or the Lenders, as applicable) in accordance with the terms of this Section is absolute and unconditional and shall not be affected
by any circumstance whatsoever, including, without limitation, non-satisfaction of the conditions set forth in Article IV. further, each
Lender agrees and acknowledges that if prior to the refunding of any outstanding Swingline Loans pursuant to this Section, one of the
events described in Section 7.01(h) or (i) shall have occurred, each Lender will, on the date the applicable Revolving Loan would have
been made, purchase an undivided participating interest in the Swingline Loan to be refunded in an amount equal to its Coimnitmeni
Ratio of the aggregate amount of such Swingline Loan. Each Lender will immediately transfer to the Swingline Lender, in immediately
available funds, the amount of its participation and upon receipt thereof the Swingline Lender will deliver to such Lender a certificate
evidencing such participation dated the date of receipt of such funds and for such amount. Whenever, at any time after the Swingline
Lender has received from any Lender such Lender’s participating interest in a Swingline Loan, the Swingline Lender receives any
payment on account thereof, the Swingline Lender will distribute to such Lender its participating interest in such amount (appropriately
adjusted, in the case of interest payments, to reflect the period of time during which such Lender’s participating interest was outstanding
and funded).

Section 2.03. Notice of Borrowings. The Borrower shall give the Administrative Agent notice substantially in the form of Exhibit A
I hereto (a “Notice of Borrowing “) not later than (a) 11:30 A.M. (Charlotte, North Carolina time) on the date of each Base Rate Borrowing and
(b) 12:00 Noon (Charlotte, North Carolina time) on the third Business Day before each Euro-Dollar Borrowing, speci’ing:

(i) the date of such Borrowing, which shall be a Business Day;

(ii) the aggregate amount of such Borrowing:

(iii) whether such Borrowing is comprised of Revolving Loans or a Swingline Loan;

(iv) in the case of a Revolving Borrowing, the initial Type of the Loans comprising such Borrowing; and

(v) in the case of a Euro-Dollar Borrowing, the duration of the initial Interest Period applicable thereto.
subject to the provisions of the definition of interest Period.

Notwithstanding the foregoing, no more than six (6) Groups of Euro-Dollar Loans shall be outstanding at any one time, and any Loans which
would exceed such limitation shall be made as Base Rate Loans.

Section 2.04. Notice to Lenders; funding of Revolving Loans and Swingline Loans.

(a) Notice to Lenders. Upon receipt of a Notice of Borrowing (other than in respect of a Borrowing of a Swingline Loan),
the Administrative Agent shall promptly notify each Lender of such Lender’s ratable share (if any) of the Borrowing referred to in the Notice of
Borrowing. and such Notice of Borrowing shall not thereafter be revocable by the Borrower.

(b) funding of Loans . Not later than (a) 1:00 P.M. (Charlotte, North Carolina time) on the date of each Base Rate



Borrowing and (b) 12:00 Noon (Charlotte, North Carolina time) on the date of each Euro-Dollar Borrowing, each Lender shall
make available its ratable share of such Borrowing, in Federal or other funds immediately available in Charlotte, North Carolina. to the
Administrative Agent at its address referred to in Section 9.01. Unless the Administrative Agent determines that any applicable condition
specified in Article W has not been satisfied, the Administrative Agent shall apply any funds so received in respect of a Borrowing available to

e Borrower at the Administrative Agent’s address not later than (a) 3:00 P.M. (Charlotte, North Carolina time) on the date of each Base Rate
rrowing and (b) 2:00 P.M. (Charlotte, North Carolina time) on the date of each Euro-Dollar Borrowing. Revolving Loans to be made for the

purpose of refunding Swingline Loans shall be made by the Lenders as provided in Section 2.02(b).

(c) Funding By the Administrative Agent in Anticipation of Amounts Due from the Lenders. Unless the Administrative
Agent shall have received notice from a Lender prior to the date of any Borrowing (except in the case of a Base Rate Borrowing, in which case
prior to the time of such Borrowing) that such Lender will not make available to the Administrative Agent such Lender’s share of such Borrowing,
the Administrative Agent may assume that such Lender has made such share available to the Administrative Agent on the date of such Borrowing
in accordance with subsection (b) of this Section, and the Administrative Agent may, in reliance upon such assumption, make available to the
Borrower on such date a corresponding amount. If and to the extent that such Lender shall not have so made such share available to the
Administrative Agent, such Lender and the Borrower severally agree to repay to the Administrative Agent forthwith on demand such
corresponding amount, together with interest thereon for each day from the date such amount is made available to the Borrower until the date such
amount is repaid to the Administrative Agent at (i) a rate per annum equal to the higher of the Federal Funds Rate and the interest rate applicable
thereto pursuant to Section 2.06, in the case of the Borrower, and (ii) the Federal Funds Rate, in the case of such Lender. Any payment by the
Borrower hereunder shall be without prejudice to any claim the Borrower may have against a Lender that shall have failed to make its share of a
Borrowing available to the Administrative Agent. If such Lender shall repay to the Administrative Agent such corresponding amount, such
amount so repaid shall constitute such Lender’s Loan included in such Borrowing for purposes of this Agreement.

(d) Obligations of Lenders Several. The failure of any Lender to make a Loan required to be made by it as part of any
Borrowing hereunder shall not relieve any other Lender of its obligation, if any, hereunder to make any Loan on the date of such Borrowing, but
no Lender shall be responsible for the failure of any other Lender to make the Loan to be made by such other Lender on such date of Borrowing.

Section 2.05. Noteless Agreement; Evidence of Indebtedness.

(a) Each Lender shall maintain in accordance with its usual practice an account or accounts evidencing the indebtedness of
the Borrower to such Lender resulting from each Loan made by such Lender from time to time, including the amounts of principal and interest
payable and paid to such Lender from time to time hereunder.

(b) The Administrative Agent shall also maintain accounts in which it will record (a) the amount of each Loan made
hereunder, the Type thereof and the Interest Period with respect thereto, (b) the amount of any principal or interest due and payable or to become

j ie and payable from the Borrower to each Lender hereunder and (c) the amount of any sum received by the Administrative Agent hereunder
Jom the Borrower and each Lender’s share thereof.

(c) The entries maintained in the accounts maintained pursuant to paragraphs (a) and (b) above shall be prima facie
evidence of the existence and amounts of the Obligations therein recorded; provided , however , that the failure of the Administrative Agent or
any Lender to maintain such accounts or any error therein shall not in any manner affect the obligation of the Borrower to repay the Obligations in
accordance with their terms.

(d) Any Lender may request that its Loans be evidenced by a Note. In such event, the Borrower shall prepare, execute and
deliver to such Lender a Note payable to the order of such Lender. Thereafter, the Loans evidenced by such Note and interest thereon shall at all
times (including after any assignment pursuant to Section 9.06(c)) be represented by one or more Notes payable to the order of the payee named
therein or any assignee pursuant to Section 9.06(c), except to the extent that any such Lender or assignee subsequently returns any such Note for
cancellation and requests that such Loans once again be evidenced as described in paragraphs (a) and (b) above.

Section 2.06. Interest Rates

(a) Interest Rate Options . The Loans shall, at the option of the Borrower and except as otherwise provided herein, be
incurred and maintained as, or converted into, one or more Base Rate Loans or Euro-Dollar Loans.

(b) Base Rate Loans. Each Loan which is made as, or converted into, a Base Rate Loan (other than a Swingline Loan)
shall bear interest on the outstanding principal amount thereof, for each day from the date such Loan is made as, or converted into, a Base Rate
Loan until it becomes due or is converted into a Loan of any other Type, at a rate per annum equal to the sum of the Base Rate for such day plus
the Applicable Percentage for Base Rate Loans for such day. Each Loan which is made as a Swingline Loan shall bear interest on the outstanding
principal amount thereof, for each day from the date such Loan is made until it becomes due at a rate per annum equal to the LIBOR Market Index
Rate for such day plus the Applicable Percentage for Euro-Dollar Loans for such day. Such interest shall, in each case, be payable quarterly in
arrears on each Quarterly Date (or, with respect to Base Rate Loans that are Swingline Loans, as the Swingline Lender and the Borrower may
otherwise agree in writing) and, with respect to the principat amount of any Base Rate Loan (other than a Swingline Loan) converted to a Euro
Dollar Loan, on the date such Base Rate Loan is so converted. Any overdue principal of or interest on any Base Rate Loan shall bear interest,
payable on demand, for each day until paid at a rate per annum equal to the sum of 2% plus the rate otherwise applicable to Base Rate Loans for
uch day.

(c) Euro-Dollar Loans . Each Euro-Dollar Loan shall bear interest on the outstanding principal amount thereof, for each
day during the Interest Period applicable thereto, at a rate per annum equal to the sum of the Adjusted London Interbank Offered Rate for such
interest Period plus the Applicable Percentage for Euro-Dollar Loans for such day. Such interest shall be payable for each interest Period on the
last day thereof and, if such Interest Period is longer than three months, at intervals of three months after the first day thereof. My overdue



principal of or interest on any Euro-Dollar Loan shall bear interest, payable on demand, for each day until paid at a rate perannum equal to the sum of 2% plus the sum of (A) the Adjusted London Interbank Offered Rate applicable to such Loan at the date such paymentwas due plus (B) the Applicable Percentage for Euro-Dollar Loans for such day (or, if the circumstance described in Section 2.14 shall exist, at arate per annum equal to the sum of 2% plus the rate applicable to Base Rate Loans for such day).

(d) Method of Electing Interest Rates.

(1) Subject to Section 2.06(a), the Loans included in each Revolving Borrowing shall bear interest initiallyat the type of rate specified by the 3orrower in the applicable Notice of Borrowing. Thereafter, with respect to each Group of Loans, theBorrower shall have the option (A) to convert all or any part of (y) so long as no Default is in existence on the date of conversion,outstanding Base Rate Loans to Euro-Dollar Loans and (z) outstanding Euro-Dollar Loans to Base Rate Loans; provided, in each case,that the amount so converted shall be equal to $10,000,000 or any larger integral multiple of $1,000,000, or (B) upon the expiration ofany Interest Period applicable to outstanding Euro-Dollar Loans, so long as no Default is in existence on the date of continuation, tocontinue all or any portion of such Loans, equal to $10,000,000 and any larger integral multiple of $1,000,000 in excess of that amount asEuro-Dollar Loans. The Interest Period of any Base Rate Loan converted to a Euro-Dollar Loan pursuant to clause(A) above shallcommence on the date of such conversion. The succeeding Interest Period of any Euro-Dollar Loan continued pursuant to clause (B)above shall commence on the last day of the Interest Period of the Loan so continued. Euro-Dollar Loans may only be converted on thelast day of the then current Interest Period applicable thereto or on the date required pursuant to Section 2.18.

(ii) The Borrower shall deliver a written notice of each such conversion or continuation (a “ Notice ofConversion/Continuation “) to the Administrative Agent no later than (A) 12:00 Noon (Charlotte, North Carolina time) at least three (3)Business Days before the effective date of the proposed conversion to, or continuation of, a Euro Dollar Loan and (B) 11:30 A.M.(Charlotte, North Carolina time) on the day of a conversion to a Base Rate Loan. A written Notice of Conversion/Continuation shall besubstantially in the form of Exhibit A-2 attached hereto and shall specify: (A) the Group of Loans (or portion thereof) to which suchnotice applies, (B) the proposed conversion/continuation date (which shall be a Business Day), (C) the aggregate amount of the Loansbeing converted/continued, (D) an election between the Base Rate and the Adjusted London Interbank Offered Rate and (E) in the case ofa conversion to, or a continuation of, Euro-Dollar Loans, the requested Interest Period. Upon receipt of a Notice ofConversionlContinuation, the Administrative Agent shall give each Lender prompt notice of the contents thereof and such Lender’s prorata share of all conversions and continuations requested therein. If no timely Notice of Conversion/Continuation is delivered by theBorrower as to any Euro-Dollar Loan, and such Loan is not repaid by the Borrower at the end of the applicable Interest Period, such Loanshall be converted automatically to a Base Rate Loan on the last day of the then applicable Interest Period.

(e) Determination and Notice of Interest Rates . The Administrative Agent shall determine each interest rate applicable tothe Loans hereunder. The Administrative Agent shall give prompt notice to the Borrower and the participating Lenders of each rate of interest so‘tennined, and its determination thereof shall be conclusive in the absence of manifest error. Any notice with respect to Euro-Dollar Loans shall,fithout the necessity of the Administrative Agent so stating in such notice, be subject to adjustments in the Applicable Percentage applicable tosuch Loans after the beginning of the Interest Period applicable thereto. When during an Interest Period any event occurs that causes anadjustment in the Applicable Percentage applicable to Loans to which such Interest Period is applicable, the Administrative Agent shall giveprompt notice to the Borrower and the Lenders of such event and the adjusted rate of interest so determined for such Loans, and its determinationthereof shall be conclusive in the absence of manifest error.

Section 2.07. Fees.

(a) Commitment Fees . The Borrower shall pay to the Administrative Agent for the account of each Lender a fee (theCommitment Fee “) for each day at a rate per annum equal to the Applicable Percentage for the Commitment Fee for such day. The CommitmentFee shall accrue from and including the Effective Date to but excluding the last day of the Availability Period on the amount by which suchLender’s Commitment exceeds the sum of its Revolving Outstandings (solely for this purpose, exclusive of Swingline Exposure) on suchday. The Commitment Fee shall be payable on the last day of each of March, June, September and December and on the Termination Date.

(b) Letter of Credit Fees. The Borrower shall pay to the Administrative Agent a fee (the “Letter of Credit Fee “) for eachday at a rate per ammm equal to the Applicable Percentage for the Letter of Credit fee for such day. The Letter of Credit Fee shall accrue fromand including the Effective Date to but excluding the last day of the Availability Period on the aggregate amount available for drawing under anyLetters of Credit outstanding on such day and shall be payable for the account of the Lenders ratably in proportion to their participations in suchLetter(s) of Credit. In addition, the Borrower shall pay to each Issuing Lender a fee (the “ fronting Fee
“

in respect of each Letter of Creditissued by such Issuing Lender computed at the rate of 0.20% per annum on the average amount available for drawing under such Letter(s) ofCredit. Fronting Fees shall be due and payable quarterly in arrears on each Quarterly Date and on the Termination Date (or such earlier date as allLetters of Credit shall be canceled or expire). In addition, the Borrower agrees to pay to each Issuing Lender, upon each issuance of, paymentunder, and/or amendment of, a Letter of Credit, such amount as shall at the time of such issuance, payment or amendment be the administrativecharges and expenses which such Issuing Lender is customarily charging for issuances of, payments under, or amendments to letters of creditissued by it.

(c) Payments. Except as otherwise provided in this Section 2.07, accrued fees under this Section 2.07 in respect of Loansand Letter of Credit Liabilities shall be payable quarterly in arrears on each Quarterly Date, on the last day of the Availability Period and, if later,n the date the Loans and Letter of Credit Liabilities shall be repaid in their entirety. Fees paid hereunder shall not be refundable under anyrcunistances.

Section 2.08. Adjustments of Commitments

(a) Optional Termination or Reductions of Commitments (Pro-Rata) . The Borrower may, upon at least three Business



Days’ prior written notice to the Administrative Agent, permanently (1) terminate the Commitments, if there are no Revolving
Outstandings at such time or (ii) ratably reduce from time to time by a minimum amount of $10,000,000 or any larger integral multiple of
$5,000,000, the aggregate amount of the Commitments in excess of the aggregate Revolving Outstandings. Upon receipt of any such notice, the
Administrative Agent shall promptly notify the Lenders. If the Commitments are terminated in their entirety, all accrued fees shall be payable on

e effective date of such termination.

(b) Optional Termination of Commitments (Non-Pro-Rata) . If (i) any Lender has demanded compensation or
indemnification pursuant to Sections 2.14, 2.15, 2.16 or 2.17, (ii) the obligation of any Lender to make Euro-Dollar Loans has been suspended
pursuant to Section 2.15 or (iii) any Lender is a Defaulting Lender (each such Lender described in clauses (i), (ii) or (iii) being a” Retiring Lender
“). the Borrower shall have the right, if no Default then exists, to replace such Lender with one or more Eligible Assignees (which may be one or
more of the Continuing Lenders) (each a “ Replacement Lender “ and, collectively, the “ Replacement Lenders “) reasonably acceptable to the
Administrative Agent. The replacement of a Retiring Lender pursuant to this Section 2.08(b) shall be effective on the tenth Business Day (the
Replacement Date “) following the date of notice given by the Borrower of such replacement to the Retiring Lender and each Continuing Lender
through the Administrative Agent, subject to the satisfaction of the following conditions:

(i) the Replacement Lender shall have satisfied the conditions to assignment and assumption set forth in
Section 9.06(c) (with all fees payable pursuant to Section 9.06(c) to be paid by the Borrower) and, in connection therewith, the
Replacement Lender(s) shall pay:

(A) to the Retiring Lender an amount equal in the aggregate to the sum
of (x) the principal of, and all accrued but unpaid interest on, all outstanding Loans of the Retiring Lender, (y)
all unpaid drawings that have been funded by (and not reimbursed to) the Retiring Lender under Section 3.10,
together with all accrued but unpaid interest with respect thereto and (z) all accrued but unpaid fees owing to
the Retiring Lender pursuant to Section 2.07; and

(B) to the Swingline Lender an amount equal to the aggregate amount
owing by the Retiring Lender to the Swingline Lender in respect of all unpaid refundings of Swingline Loans
requested by the Swingline Lender pursuant to Section 2.02(b)(i), to the extent such amount was not
theretofore funded by such Retiring Lender; and

(C) to the Issuing Lenders an amount equal to the aggregate amount
owing by the Retiring Lender to the Issuing Lenders as reimbursement pursuant to Section 3.09, to the extent
such amount was not theretofore funded by such Retiring Lender; and

(ii) the Borrower shall have paid to the Administrative Agent for the account of the Retiring Lender an
amount equal to all obligations owing to the Retiring Lender by the Borrower pursuant to this Agreement and the other Loan
Documents (other than those obligations of the Borrower referred to in clause (i)(A) above).

On the Replacement Date, each Replacement Lender that is a New Lender shall become a Lender hereunder and shall succeed to
the obligations of the Retiring Lender with respect to outstanding Swingline Loans and Letters of Credit to the extent of the Commitment of the
Retiring Lender assumed by such Replacement Lender, and the Retiring Lender shall cease to constitute a Lender hereunder; provided , that the
provisions of Sections 2.12, 2.16, 2.17 and 9.03 of this Agreement shall continue to inure to the benefit of a Retiring Lender with respect to any
Loans made, any Letters of Credit issued or any other actions taken by such Retiring Lender while it was a Lender.

In lieu of the foregoing, subject to Section 2.08(e), upon express written consent of Continuing Lenders holding more than 50%
of the aggregate amount of the Commitments of the Continuing Lenders, the Borrower shall have the right to permanently terminate the
Commitment of a Retiring Lender in full. Upon payment by the Borrower to the Administrative Agent for the account of the Retiring Lender of
an amount equal to the sum of (1) the aggregate principal amount of all Loans and Reimbursement Obligations owed to the Retiring Lender and
(ii) all accrued interest, fees and other amounts owing to the Retiring Lender hereunder, including, without limitation, all amounts payable by the
Borrower to the Retiring Lender under Sections 2.12, 2.16, 2.17 or 9.03, such Retiring Lender shall cease to constitute a Lender hereunder;
provided,that the provisions of Sections 2.12, 2.16, 2.17 and 9.03 of this Agreement shall inure to the benefit of a Retiring Lender with respect to
any Loans made, any Letters of Credit issued or any other actions taken by such Retiring Lender while it was a Lender.

(c) Optional Termination of Defaulting Lender Commitment (Non-Pro-Rata) . At any time a Lender is a Defaulting
Lender, subject to Section 2.08(e), the Borrower may terminate in full the Commitment of such Defaulting Lender by giving notice to such
Defaulting Lender and the Administrative Agent, provided , that, (1) at the time of such termination, (A) no Default has occurred and is continuing
(or alternatively, the Required Lenders shall consent to such termination) and (B) either (x) no Revolving Loans or Swingline Loans are
outstanding or (y) the aggregate Revolving Outstandings of such Defaulting Lender in respect of Revolving Loans is zero; (ii) concurrently with
such termination, the aggregate Commitments shall be reduced by the Commitment of the Defaulting Lender; and (iii) concurrently with any
subsequent payment of interest or fees to the Lenders with respect to any period before the termination of a Defaulting Lender’s Commitment, the
Borrower shall pay to such Defaulting Lender its ratable share (based on its Commitment Ratio before giving effect to such termination) of such
interest or fees, as applicable. The termination of a Defaulting Lender’s Commitment pursuant to this Section 2.08(c) shall not be deemed to be a
iiaiver of any right that the Borrower, Administrative Agent, any Issuing Lender or any other Lender may have against such Defaulting Lender.

(d) Termination Date. The Commitments shall terminate on the Termination Date.

(e) Redetermination of Commitment Ratios . On the date of termination of the Commitment of a Retiring Lender or
Defaulting Lender pursuant to Section 2.08(b) or (c), the Commitment Ratios of the Continuing Lenders shall be redetermined after giving effect



thereto, and the participations of the Continuing Lenders in and obligations of the Continuing Lenders in respect of any then
outstanding Swingline Loans and Letters of Credit shall thereafter be based upon such redetermined Commitment Ratios (to the extent not
previously adjusted pursuant to Section 2.20). The right of the Borrower to effect such a termination is conditioned on there being sufficient
unused availability in the Commitments of the Continuing Lenders such that the aggregate Revolving Outstandings will not exceed the aggregate

ommitments after giving effect to such termination and redetermination.

Section 2.09. Maturity of Loans; Mandatory Prepayments.

(a) $ cheduled Repayments and Prepayments of Loans; Overline Repayments.

(i) The Revolving Loans shall mature on the Termination Date, and any Revolving Loans, Swingline
Loans and Letter of Credit Liabilities then outstanding (together with accrued interest thereon and fees in respect thereof) shall be due
and payable or, in the case of Letters of Credit, cash collateralized pursuant to Section 2.09(a)(ii), on such date.

(ii) If on any date the aggregate Revolving Outstandings exceed the aggregate amount of the Commitments
(such excess, a “Revolving Outstandings Excess “), the Borrower shall prepay, and there shall become due and payable (together with
accrued interest thereon) on such date, an aggregate principal amount of Revolving Loans andlor Swingline Loans equal to such
Revolving Outstandings Excess. If, at a time when a Revolving Outstandings Excess exists and (x) no Revolving Loans or Swingline
Loans are outstanding or (y) the Commitment has been terminated pursuant to this Agreement and, in either case, any Letter of Credit
Liabilities remain outstanding, then, in either case, the Borrower shall cash collateralize any Letter of Credit Liabilities by depositing into
a cash collateral account established and maintained (including the investments made pursuant thereto) by the Administrative Agent
pursuant to a cash collateral agreement in form and substance satisfactory to the Administrative Agent an amount in cash equal to the
then outstanding Letter of Credit Liabilities. In determining Revolving Outstandings for purposes of this clause (ii), Letter of Credit
Liabilities shall be reduced to the extent that they are cash collateralized as contemplated by this Section 2.09(a)(ii).

(b) Applications of Prepayments and Reductions.

(i) Each payment or prepayment of Loans pursuant to this Section 2.09 shall be applied ratably to the
respective Loans of all of the Lenders.

(ii) Each payment of principal of the Loans shall be made together with interest accrued on the amount
repaid to the date of payment.

(iii) Each payment of the Loans shall be applied to such Groups of Loans as the Borrower may designate
(or, failing such designation, as determined by the Administrative Agent).

Section 2.10. Optional Prepayments and Repayments.

(a) Prepayments of Loans . Other than in respect of Swingline Loans, the repayment of which is governed pursuant to
Section 2.02(b). subject to Section 2.12, the Borrower may (i) upon at least one (1) Business Day’s notice to the Administrative Agent, prepay any
Base Rate Borrowing or (ii) upon at least thi-ee (3) Business Days’ notice to the Administrative Agent, prepay any Euro-Dollar Borrowing, in each
case in whole at any time, or from time to time in part in amounts aggregating 510.000,000 or any larger integral multiple of 51,000.000, by
paying the principal amount to be prepaid together with accrued interest thereon to the date of prepayment. Each such optional prepayment shall
be applied to prepay ratably the Loans of the several Lenders included in such Borrowing.

(b) Notice to Lenders. Upon receipt of a notice of prepayment pursuant to Section 2.10(a), the Administrative Agent shall
promptly notify each Lender of the contents thereof and of such Lender’s ratable share (if any) of such prepayment, and such notice shall not
thereafter be revocable by the Borrower.

Section 2.11. General Provisions as to Payments.

(a) Payments by the Borrower . The Borrower shall make each payment of principal of and interest on the Loans and
Letter of Credit Liabilities and fees hereunder (other than fees payable directly to the Issuing Lenders) not later than 12:00 Noon (Charlotte, North
Carolina time) on the date when due, without set-off, counterclaim or other deduction, in Federal or other funds immediately available in
Charlotte, North Carolina, to the Administrative Agent at its address referred to in Section 9.01. The Administrative Agent will promptly
distribute to each Lender its ratable share of each such payment received by the Administrative Agent for the account of the Lenders. Whenever
any payment of principal of or interest on the Base Rate Loans or Letter of Credit Liabilities or of fees shall be due on a day which is not a
Business Day. the date for payment thereof shall be extended to the next succeeding Business Day. Whenever any payment of principal of or
interest on the Euro-Dollar Loans shall be due on a day which is not a Business Day, the date for payment thereof shall be extended to the next
succeeding Business Day unless such Business Day falls in another calendar month, in which case the date for payment thereof shall be the next
preceding Business Day. If the date for any payment of principal is extended by operation of law or otherwise, interest thereon shall be payable
for such extended time.

(b) Distributions by the Administrative Aeent . Unless the Administrative Agent shall have received notice from the
IIJo1Tower prior to the date on which any payment is due to the Lenders hereunder that the Borrower will not make such payment in full, the

Administrative Agent may assume that the Borrower has made such payment in full to the Administrative Agent on such date, and the
Administrative Agent may, in reliance upon such assumption, cause to be distributed to each Lender on such due date an amount equal to the
amount then due such Lender. If and to the extent that the Borrower shall not have so made such payment, each Lender shall repay to the
Administrative Agent forthwith on demand such amount distributed to such Lender together with interest thereon, for each day from the date such



amount is distributed to such Lender until the date such Lender repays such amount to the Administrative Agent, at the
Federal funds Rate.

Section 2.12. Funding Losses. If the Borrower makes any payment of principal with respect to any Euro-Dollar Loan pursuant to the
erms and provisions of this Agreement (any conversion of a Euro-Dollar Loan to a Base Rate Loan pursuant to Section 2.18 being treated as a

yment of such Euro-Dollar Loan on the date of conversion for purposes of this Section 2.12) on any day other than the last day of the Interest
?eriod applicable thereto, or the last day of an applicable period fixed pursuant to Section 2.06(c), or if the Borrower fails to borrow, convert or
prepay any Euro-Dollar Loan after notice has been given in accordance with the provisions of this Agreement, or in the event of payment in
respect of any Euro-Dollar Loan other than on the last day of the Interest Period applicable thereto as a result of a request by the Borrower
pursuant to Section 2.08(b), the Borrower shall reimburse each Lender within fifteen (15) days after demand for any resulting loss or expense
incurred by it (and by an existing Participant in the related Loan), including, without limitation, any loss incurred in obtaining, liquidating or
employing deposits from third parties, but excluding loss of margin for the period after any such payment or failure to borrow or prepay; provided,
that such Lender shall have delivered to the Borrower a certificate as to the amount of such loss or expense, which certificate shall be conclusive
in the absence of manifest error.

Section 2.13. Computation of Interest and Fees . Interest on Loans based on the Prime Rate hereunder and Letter of Credit Fees shall
be computed on the basis of a year of 365 days (or 366 days in a leap year) and paid for the actual number of days elapsed. All other interest and
fees shall be computed on the basis of a year of 360 days and paid for the actual number of days elapsed (including the first day but excluding the
last day).

Section 2.14. Basis for Determining Interest Rate Inadequate, Unfair or Unavailable . If on or prior to the first day of any Interest
Period for any Euro-Dollar Loan: (a) Lenders having 50% or more of the aggregate amount of the Commitments advise the Administrative Agent
that the Adjusted London Interbank Offered Rate as determined by the Administrative Agent, will not adequately and fairly reflect the cost to such
Lenders of funding theft Euro-Dollar Loans for such Interest Period; or (b) the Administrative Agent shall determine that no reasonable means
exists for determining the Adjusted London Interbank Offered Rate, the Administrative Agent shall forthwith give notice thereof to the Borrower
and the Lenders, whereupon, until the Administrative Agent notifies the Borrower and the Lenders that the circumstances giving rise to such
suspension no longer exist, (i) the obligations of the Lenders to make Euro-Dollar Loans, or to convert outstanding Loans into Euro-Dollar Loans
shall be suspended; and (ii) each outstanding Euro-Dollar Loan shall be converted into a Base Rate Loan on the last day of the current Interest
Period applicable thereto. Unless the Borrower notifies the Administrative Agent at least two (2) Domestic Business Days before the date of (or,
if at the time the Borrower receives such notice the day is the date of, or the date immediately preceding, the date of such Euro-Dollar Borrowing,
by 10:00 A.M. on the date of) any Euro-Dollar Borrowing for which a Notice of Borrowing has previously been given that it elects not to borrow
on such date, such Borrowing shall instead be made as a Base Rate Borrowing.

Section 2.15. Illegality . If, on or after the date of this Agreement, the adoption of any applicable law, rule or regulation, or any

(ange

in any applicable law, rule or regulation, or any change in the interpretation or administration thereof by any Governmental Authority,
,entral bank or comparable agency charged with the interpretation or administration thereof, or compliance by any Lender (or its Euro-Dollar
Lending Office) with any request or directive (whether or not having the force of law) of any such authority, central bank or comparable agency
shall make it unlawful or impossible for any Lender (or its Euro-Dollar Lending Office) to make, maintain or fund its Euro-Dollar Loans and such
Lender shall so notii’ the Administrative Agent, the Administrative Agent shall forthwith give notice thereof to the other Lenders and the
Borrower, whereupon until such Lender notifies the Borrower and the Administrative Agent that the circumstances giving rise to such suspension
no longer exist, the obligation of such Lender to make Euro-Dollar Loans, or to convert outstanding Loans into Euro-Dollar Loans, shall be
suspended. Before giving any notice to the Administrative Agent pursuant to this Section. such Lender shall desiate a different Euro-Dollar
Lending Office if such designation will avoid the need for giving such notice and will not, in the judgment of such Lender, be otherwise
disadvantageous to such Lender. If such notice is given, each Euro-Dollar Loan of such Lender then outstanding shall be converted to a Base Rate
Loan either (i) on the last day of the then current Interest Period applicable to such Euro-Dollar Loan if such Lender may lawfully continue to
maintain and fund such Loan to such day or (ii) inimediately if such Lender shall determine that it may not lawfully continue to maintain and fund
such Loan to such day.

Section 2.16. Increased Cost and Reduced Return.

(a) Increased Costs . If after the Effective Date, the adoption of any applicable law, rule or regulation, or any change in
any applicable law, rule or regulation, or any change in the interpretation or adtninistration thereof by any Governmental Authority, central bank
or comparable agency charged with the interpretation or administration thereof, or compliance by any Lender (or its Applicable Lending Office)
with any request or directive (whether or not having the force of law) of any such authority, central bank or comparable agency shall impose,
modifi or deem applicable any reserve (including, without limitation, any such requirement imposed by the Board of Governors of the federal
Reserve System), special deposit, insurance assessment or similar requirement against Letters of Credit issued or participated in by, assets of,
deposits with or for the account of or credit extended by, any Lender (or its Applicable Lending Office) or shall impose on any Lender (or its
Applicable Lending Office) or on the United States market for certificates of deposit or the London interbank market any other condition affecting
its Euro-Dollar Loans, Notes, obligation to make Euro-Dollar Loans or obligations hereunder in respect of Letters of Credit, and the result of any
of the foregoing is to increase the cost to such Lender (or its Applicable Lending Office) of making or maintaining any Euro-Dollar Loan, or of
issuing or participating in any Letter of Credit, or to reduce the amount of any sum received or receivable by such Lender (or its Applicable
Lending Office) under this Agreement or under its Notes with respect thereto, then, within fifteen (15) days after demand by such Lender (with a
copy to the Administrative Agent), the Borrower shall pay to such Lender such additional amount or amounts, as determined by such Lender in
ood faith, as will compensate such Lender for such increased cost or reduction, solely to the extent that any such additional amounts were

sJcwTed by the Lender within ninety (90) days of such demand.

(b) Capital Adequacy . If an’ Lender shall have determined that, after the Effective Date, the adoption of any applicable
law, rule or regulation regarding capital adequacy or liquidity, or any change in any such law, nile or regulation. or any change in the
interpretation or administration thereof by any Governmental Authority, central bank or comparable agency charged with the interpretation or



administration thereof, or any request or directive regarding capital adequacy (whether or not having the force of law) of any
such authority, central bank or comparable agency, has or would have the effect of reducing the rate of return on capital of such Lender (or any
Person controlling such Lender) as a consequence of such Lender’s obligations hereunder to a level below that which such Lender (or any Person
controlling such Lender) could have achieved but for such adoption, change, request or directive (taking into consideration its policies with
espect to capital adequacy), then from time to time, within fifteen (15) days after demand by such Lender (with a copy to the Administrative

ent), the Borrower shall pay to such Lender such additional amount or amounts as will compensate such Lender (or any Person controlling such
Lender) for such reduction, solely to the extent that any such additional amounts were incurred by the Lender within ninety (90) days of such
demand.

(c) Notices. Each Lender will promptly notif’ the Borrower and the Administrative Agent of any event of which it has
knowledge, occurring after the Effective Date, that will entitle such Lender to compensation pursuant to this Section and will designate a different
Applicable Lending Office if such designation will avoid the need for, or reduce the amount of, such compensation and will not, in the judgment
of such Lender, be otherwise disadvantageous to such Lender. A certificate of any Lender claiming compensation under this Section and setting
forth in reasonable detail the additional amount or amounts to be paid to it hereunder shall be conclusive in the absence of manifest error. In
determining such amount, such Lender may use any reasonable averaging and attribution methods.

(d) Notwithstanding anything to the contrary herein, (x) the Dodd-Frank Wall Street Reform and Consumer Protection Act
and all requests, rules, guidelines or directives thereunder or issued in connection therewith and (y) all requests, rules, guidelines or directives
promulgated by the Bank for International Settlements, the Basel Committee on Banking Supervision (or any successor or similar authority) or the
United States or foreign regulatory authorities, in each case pursuant to Basel III, shall in each case be deemed to be a “change in law” under this
Article II regardless of the date enacted, adopted or issued.

Section 2.17. Taxes.

(a) Payments Net of Certain Taxes. Any and all payments by the Borrower to or for the account of any Lender or any
Agent hereunder or under any other Loan Document shall be made free and clear of and without deduction for any and all present or future taxes,
duties, levies, imposts, deductions, charges and withholdings and all liabilities with respect thereto, excluding: (i) taxes imposed on or measured
by the net income (including branch profits or similar taxes) of, and gross receipts, franchise or similar taxes imposed on, any Agent or any
Lender by the jurisdiction (or subdivision thereof) under the laws of which such Lender or Agent is organized or in which its principal executive
office is located or, in the case of each Lender, in which its Applicable Lending Office is located, (ii) in the case of each Lender, any United States
withholding tax imposed on such payments, but only to the extent that such Lender is subject to United States withholding tax at the time such
Lender first becomes a party to this Agreement or changes its Applicable Lending Office, (iii) any backup withholding tax iniposed by the United
States (or any state or locality thereof) on a Lender or Administrative Agent that is a “United States person” within the meaning of Section 7701

C(a)(30)
of the Internal Revenue Code, and (iv) any taxes imposed by FATCA (all such nonexcluded taxes, duties, levies, imposts, deductions,

)iarges, withholdings and liabilities being hereinafter referred to as “ Taxes “). If the Borrower shall be required by law to deduct any Taxes from
ir in respect of any sum payable hereunder or under any other Loan Document to any Lender or any Agent, (i) the sum payable shall be increased
as necessary so that after making all such required deductions (including deductions applicable to additional sums payable under this Section 2.17
(a)) such Lender or Agent (as the case may be) receives an amount equal to the sum it would have received had no such deductions been made, (ii)
the Borrower shall make such deductions, (iii) the Borrower shall pay the full amount deducted to the relevant taxation authority or other authority
in accordance with applicable law and (iv) the Borrower shall furnish to the Administrative Agent, for delivery to such Lender, the original or a
certified copy of a receipt evidencing payment thereof.

(b) Other Taxes . In addition, the Borrower agrees to pay any and all present or future stamp or court or documentary
taxes and any other excise or property taxes, or similar charges or levies, which arise from any payment made pursuant to this Agreement, any
Note or any other Loan Document or from the execution, delivery, performance, registration or enforcement of, or otherwise with respect to, this
Agreement, any Note or any other Loan Document (collectively, “ Other Taxes “).

(c) Indemnification . The Borrower agrees to indenmif’y each Lender and each Agent for the full amount of Taxes and
Other Taxes (including, without limitation, any Taxes or Other Taxes imposed or asserted by any jurisdiction on amounts payable under this
Section 2.17(c)), whether or not correctly or legally asserted, paid by such Lender or Agent (as the case may be) and any liability (including
penalties, interest and expenses) arising therefrom or with respect thereto as certified in good faith to the Borrower by each Lender or Agent
seeking indenmification pursuant to this Section 2.17(c). This indemnification shall be paid within 15 days after such Lender or Agent (as the
case may be) makes demand therefor.

(d) Refunds or Credits. If a Lender or Agent receives a refund, credit or other reduction from a taxation authority for any
Taxes or Other Taxes for which it has been indemnified by the Borrower or with respect to which the Borrower has paid additional amounts
pursuant to this Section 2.17, it shall within fifteen (15) days from the date of such receipt pay over the amount of such refund, credit or other
reduction to the Borrower (but only to the extent of indenmity payments made or additional amounts paid by the Borrower under this Section 2.17
with respect to the Taxes or Other Taxes giving rise to such refund, credit or other reduction), net of all reasonable out-of-pocket expenses of such
Lender or Agent (as the case may be) and without interest (other than interest paid by the relevant taxation authority with respect to such refund,
credit or other reduction); provided, however, that the Borrower agrees to repay, upon the request of such Lender or Agent (as the case may be),
the amount paid over to the Borrower (plus penalties, interest or other charges) to such Lender or Agent in the event such Lender or Agent is
required to repay such refund or credit to such taxation authority.

(e) Tax Forms and Certificates. On or before the date it becomes a party to this Agreement, from time to time thereafter if
reasonably requested by the Borrower or the Administrative Agent, and at any time it changes its Applicable Lending Office: (i) each Lender that
is a cUnited States person” within the meaning of Section 7701(a)(30) of the Internal Revenue Code shall deliver to the Borrower and the
Administrative Agent two (2) properly completed and duly executed copies of Internal Revenue Service Form W-9, or any successor form
prescribed by the Internal Revenue Service, or such other documentation or infonnation prescribed by applicable law or reasonably requested by



the Borrower or the Administrative Agent, as the case may be, certifying that such Lender is a United States person and is
entitled to an exemption from United States backup withholding tax or information reporting requirements; and (ii) each Lender that is not a
“United States person” within the meaning of Section 770 l(a)(30) of the Internal Revenue Code (a “ Non-U.S. Lender “) shall deliver to the
Borrower and the Administrative Agent: (A) two (2) properly completed and duly executed copies of Internal Revenue Service Form W-8 BEN,

r any successor form prescribed by the Internal Revenue Service, certifying that such Non-U.S. Lender is entitled to the benefits under an income
x treaty to which the United States is a party which exempts the Non-U.S. Lender from United States withholding tax or reduces the rate of
thholding tax on payments of interest for the account of such Non-U.S. Lender; (B) two (2) properly completed and duly executed copies of

Internal Revenue Service Form W-8 ECI, or any successor form prescribed by the Internal Revenue Service, certifying that the income receivable
pursuant to this Agreement and the other Loan Documents is effectively connected with the conduct of a trade or business in the United States; or
(C) two (2) properly completed and duly executed copies of Internal Revenue Service Form W-$ BEN, or any successor form prescribed by the
Internal Revenue Service, together with a certificate to the effect that (x) such Non-U.S. Lender is not (1) a “bank” within the meaning of Section
881(c)(3)(A) of the Internal Revenue Code, (2) a “10-percent shareholder” of the Borrower within the meaning of Section 871(h)(3)(B) of the
Internal Revenue Code, or (3) a “controlled foreign corporation” that is described in Section 88l(c)(3)(C) of the Internal Revenue Code and is
related to the Borrower within the meaning of Section 864(d)(4) of the Internal Revenue Code and (y) the interest payments in question are not
effectively connected with a U.S. trade or business conducted by such Non-U.S. Lender or are effectively connected but are not includible in the
Non-U.S. Lender’s gross income for United States federal income tax purposes under an income tax treaty to which the United States is a party; or
(D) to the extent the Non-U.S. Lender is not the beneficial owner, two (2) properly completed and duly executed copies of Internal Revenue
Service Form W-$ llvIY, or any successor form prescribed by the Internal Revenue Service, accompanied by an Internal Revenue Service Form
W-8 ECI, W-8 BEN, W-9, andlor other certification documents from each beneficial owner, as applicable. If a payment made to a Lender under
any Loan Document would be subject to U.S. Federal withholding tax imposed by FATCA if such Lender fails to comply with the applicable
reporting requirements of FATCA (including those contained in Section 1471(b) or 1472(b) of the Internal Revenue Code, as applicable), such
Lender shall deliver to the Borrower and the Administrative Agent at the time or times prescribed by law and at such time or times reasonably
requested by the Borrower or the Administrative Agent such documentation prescribed by applicable law (including as prescribed by Section 1471
(b)(3)(C)(i) of the Internal Revenue Code) and such additional documentation reasonably requested by the Borrower or the Administrative Agent
as may be necessary for the Borrower and the Administrative Agent to comply with their obligations under FATCA and to determine that such
Lender has complied with such Lender’s obligations under FATCA or to determine the amount to deduct and withhold from such payment. Solely
for purposes of this clause (e), “FATCA” shall include any amendments made to FATCA after the date of this Agreement. In addition, each
Lender agrees that from time to time after the Effective Date, when a lapse in time or change in circumstances renders the previous certification
obsolete or inaccurate in any material respect, it will deliver to the Borrower and the Administrative Agent two new accurate and complete signed
originals of Internal Revenue Service Form W-9, W-8 BEN. W-8 ECI or W-$ IMY or FATCA-related docwnentation described above, or
successor forms, as the case may be, and such other forms as may be required in order to confirm or establish the entitlement of such Lender to a
continued exemption from or reduction in United States withholding tax with respect to payments under this Agreement and any other Loan
Document, or it shall immediately notify the Borrower and the Administrative Agent of its inability to deliver any such form or certificate.

e (1) Exclusions. The Borrower shall not be required to indemnify any Non-U.S. Lender, or to pay any additional amount to
y Non-U.S. Lender, pursuant to Section 2.17(a) ,(b) or (c) in respect of Taxes or Other Taxes to the extent that the obligation to indemnify or

pay such additional amounts would not have arisen but for the failure of such Non-U.S. Lender to comply with the provisions of subsection (e)
above.

(g) Mitigation. If the Borrower is required to pay additional amounts to or for the account of any Lender pursuant to this
Section 2.17, then such Lender will use reasonable efforts (which shall include efforts to rebook the Revolving Loans held by such Lender to a
new Applicable Lending Office, or through another branch or affiliate of such Lender) to change the jurisdiction of its Applicable Lending Office
if, in the good faith judgment of such Lender, such efforts (1) will eliminate or, if it is not possible to eliminate, reduce to the greatest extent
possible any such additional payment which may thereafter accrue and (ii) is not otherwise disadvantageous, in the sole determination of such
Lender, to such Lender. Any Lender claiming any indemnity payment or additional amounts payable pursuant to this Section shall use reasonable
efforts (consistent with legal and regulatory restrictions) to deliver to Borrower any certificate or document reasonably requested in writing by the
Borrower or to change the jurisdiction of its Applicable Lending Office if the making of such a filing or change would avoid the need for or
reduce the amount of any such indemnity payment or additional amounts that may thereafter accrue and would not, in the sole determination of
such Lender, be otherwise disadvantageous to such Lender.

(h) Confidentiality . Nothing contained in this Section shall require any Lender or any Agent to make available any of its
tax returns (or any other information that it deems to be confidential or proprietary).

Section 2.18. Base Rate Loans Substituted for Affected Euro-Dollar Loans . lf(a) the obligation of any Lender to make or maintain,
or to convert outstanding Loans to, Euro-Dollar Loans has been suspended pursuant to Section 2.15 or (b) any Lender has demanded
compensation under Section 2.16(a) with respect to its Euro-Dollar Loans and, in any such case, the Borrower shall, by at least four Business
Days’ prior notice to such Lender through the Administrative Agent, have elected that the provisions of this Section shall apply to such Lender,
then, unless and until such Lender notifies the Borrower that the circumstances giving rise to such suspension or demand for compensation no
longer apply:

(1) all Loans which would otherwise be made by such Lender as (or continued as or converted into) Euro
Dollar Loans shall instead be Base Rate Loans (on which interest and principal shall be payable contemporaneously with the related
Euro-Dollar Loans of the other Lenders); and

(ii) after each of its Euro-Dollar Loans has been repaid, all payments of principal that would otherwise be
applied to repay such Loans shall instead be applied to repay its Base Rate Loans.

If such Lender notifies the Borrower that the circumstances giving rise to such notice no longer apply, the principal amount of each such Base
Rate Loan shall be converted into a Euro-Dollar Loan on the first day of the next succeeding Inlerest Period applicable to the related Euro-Dollar



Loans of the other Lenders.

Section 2.19. [Reserved.]

Section 2.20. Defaulting Lenders.

(a) Notwithstanding any provision of this Agreement to the contrary, if any Lender becomes a Defaulting Lender, then the
following provisions shall apply for so long as such Lender is a Defaulting Lender:

(1) fees shall cease to accrue on the unfunded portion of the Commitment of such Defaulting Lender
pursuant to Section 2.07(a);

(ii) with respect to any Letter of Credit Liabilities or Swingline Exposure of such Defaulting Lender that
exists at the time a Lender becomes a Defaulting Lender or thereafter:

(A) all or any part of such Defaulting Lender’s Letter of Credit Liabilities and
its Swingline Exposure shall be reallocated among the Non-Defaulting Lenders in accordance with their respective
Commitment Ratios (calculated without regard to such Defaulting Lender’s Commitment) but only to the extent that
(x) the conditions set forth in Section 4.02 are satisfied at such time and (y) such reallocation does not cause the
Revolving Outstandings of any Non-Defaulting Lender to exceed such Non-Defaulting Lender’s Commitment;

(B) if the reallocation described in clause (ii)(A) above cannot, or can only
partially, be effected, each Issuing Lender and the Swingline Lender, in its discretion may require the Borrower to
(i) reimburse all amounts paid by an Issuing Lender upon any drawing under a Letter of Credit, (ii) repay an
outstanding Swingline Loan, and/or (iii) cash collateralize (in accordance with Section 2.09(a)(ii)) all obligations of
such Defaulting Lender in respect of outstanding Letters of Credit and Swingline Loans, in each case, in an amount at
least equal to the aggregate amount of the obligations (contingent or otherwise) of such Defaulting Lender in respect of
such Letters of Credit or Swingline Loans (after giving effect to any partial reallocation pursuant to Section 2.20(a)(ii)
(A) above);

(iii) if the Borrower cash collateralizes any portion of such Defaulting Lender’s pursuant to Section 2.20(a)
(ii)(B) then the Borrower shall not be required to pay any fees to such Defaulting Lender pursuant to Section 2.07(b) with respect to such
Defaulting Lender’s Letter of Credit Liabilities during the period such Defaulting Lender’s Letter of Credit Liabilities are cash
collateralized;

(iv) if the Letter of Credit Liabilities and/or Swingline Exposure of the Non-Defaulting Lenders is
reallocated pursuant to Section 2.20(a)(ii)(A) above, then the fees payable to the Lenders pursuant to Section 2.07(a) and Section 2.07(b)
shall be adjusted in accordance with such Non-Defaulting Lenders’ Commitment Ratios (calculated without regard to such Defaulting
Lender’s Commitment): and

(v) if any Defaulting Lender’s Letter of Credit Liabilities and/or Swingline Exposure is neither reimbursed.
repaid, cash collateralized nor reallocated pursuant to this Section 2.20(a)(ii), then, without prejudice to any rights or remedies of the
Issuing Lenders, the Swingline Lender or any other Lender hereunder, all fees that otherwise would have been payable to such Defaulting
Lender (solely with respect to the portion of such Defaulting Lender’s ColmTlitment that was utilized by such Letter of Credit Liabilities
and/or Swingline Exposure) and letter of credit fees payable under Section 2.07(b) with respect to such Defaulting Lender’s Letter of
Credit Liabilities shall be payable to the Issuing Lenders and the Swingline Lender, pro rata, until such Letter of Credit Liabilities and/or
Swingline Exposure is cash collateralized, reallocated and/or repaid in full.

(b) So long as any Lender is a Defaulting Lender, (i) no Issuing Lender shall be required to issue, amend or increase any
Letter of Credit, unless it is satisfied that the related exposure will be 100% covered by the Commitments of the Non-Defaulting Lenders and/or
cash collateral will be provided by the Borrower fri accordance with Section 2.20(a). and participating interests in any such newly issued or
increased Letter of Credit shall be allocated among Non-Defaulting Lenders in a maimer consistent with Section 3.05 (and Defaulting Lenders
shall not participate therein) and (ii) the Swingline Lender shall not be required to advance any Swingline Loan, unless it is satisfied that the
related exposure will be 100% covered by the Commitments of the Non-Defaulting Lenders.

ARTICLE III
LETTERS OF CREDIT

Section 3.01. Issuinc Lenders . Subject to the terms and conditions hereof, the Borrower may from time to time identify and arrange
for one or more of the Lenders (in addition to the JLA Issuing Banks) to act as Issuing Lenders hereunder. Any such designation by the Borrower
shall be notified to the Administrative Agent at least four Business Days prior to the first date upon which the Borrower proposes that such Issuing
Lender issue its first Letter of Credit, so as to provide adequate time for such proposed Issuing Lender to be approved by the Administrative Agent
hereunder (such approval not to be unreasonably withheld). Within two Business Days following the receipt of any such designation of a
roposed Issuing Lender, the Administrative Agent shall notify the Borrower as to whether such designee is acceptab]e to the Administrative

Nothing contained herein shall be deemed to require any Lender (other than a JLA Issuing Bank) to agree to act as an Issuing Lender, if it
does not so desire.

Section 3.02. Letters of Credit



(a) Letters of Credit . Each Issuing Lender agrees, on the terms and conditions set forth in this Agreement, to issue Letters
of Credit from time to time before the fifth day prior to the Termination Date, for the account, and upon the request, of the Borrower and in
support of such obligations of the Borrower or any of its Subsidiaries that are reasonably acceptable to such Issuing Lender; provided , that
immediately after each Letter of Credit is issued, (A) the aggregate outstanding amount of Letter of Credit Liabilities shall not exceed
$250,000,000, (B) the aggregate Revolving Outstandings shall not exceed the aggregate amount of the Commitments and (C) the aggregate
1onting exposure of any Issuing Lender shall not exceed its Fronting Sublimit.

Section 3.03. Method of Issuance of Letters of Credit. The Borrower shall give an Issuing Lender notice substantially in the form of
Exhibit A-3 to this Agreement (a “Letter of Credit Request”) of the requested issuance or extension of a Letter of Credit prior to 1:00 P.M.
(Charlotte, North Carolina time) on the proposed date of the issuance or extension of Letters of Credit (which shall be a Business Day) (or such
shorter period as may be agreed by such Issuing Lender in any particular instance), specif’ing the date such Letter of Credit is to be issued or
extended and describing the terms of such Letter of Credit and the nature of the transactions to be supported thereby. The extension or renewal of
any Letter of Credit shall be deemed to be an issuance of such Letter of Credit, and if any Letter of Credit contains a provision pursuant to which
it is deemed to be extended unless notice of termination is given by an Issuing Lender, such Issuing Lender shall timely give such notice of
termination unless it has theretofore timely received a Letter of Credit Request and the other conditions to issuance of a Letter of Credit have
theretofore been met with respect to such extension. No Letter of Credit shall have a term of more than one year, provided , that no Letter of
Credit shall have a term extending or be so extendible beyond the fifth Business Day before the Termination Date.

Section 3.04. Conditions to Issuance of Letters of Credit . The issuance by an Issuing Lender of each Letter of Credit shall, in
addition to the conditions precedent set forth in Article IV, be subject to the conditions precedent that (i) such Letter of Credit shall be satisfactory
in form and substance to such Issuing Lender, (ii) the Borrower and, if applicable, any such Affiliate of the Borrower, shall have executed and
delivered such other instruments and agreements relating to such Letter of Credit as such Issuing Lender shall have reasonably requested and (iii)
such Issuing Lender shall have confirmed on the date of (and after giving effect to) such issuance that (A) the aggregate outstanding amount of
Letter of Credit Liabilities shall not exceed $250,000,000, (3) the aggregate Revolving Outstandings will not exceed the aggregate amount of the
Conmiitments and (C) the aggregate fronting exposure of any Issuing Lender shall not exceed the fronting Sublimit. Notwithstanding any other
provision of this Section 3.04, no Issuing Lender shall be under any obligation to issue any Letter of Credit if: any order, judgment or decree of
any governmental authority shall by its terms purport to enjoin or restrain such Issuing Lender from issuing such Letter of Credit, or any
requirement of law applicable to such Issuing Lender or any request or directive (whether or not having the force of law) from any governmental
authority with jurisdiction over such Issuing Lender shall prohibit, or request that such Issuing Lender refrain from, the issuance of letters of credit
generally or such Letter of Credit in particular or shall impose upon such Issuing Lender with respect to such Letter of Credit any restriction,
reserve or capital requirement (for which such Issuing Lender is not otherwise compensated hereunder) not in effect on the Effective Date, or shall
impose upon such Issuing Lender any unreimbursed loss, cost or expense which was not applicable on the Effective Date and which such issuing
Lender in good faith deems material to it.

4 Section 3.05. Purchase and Sale of Letter of Credit Participations. Upon the issuance by an Issuing Lender of a Letter of Credit, such
,Asuing Lender shall be deemed, without further action by any party hereto, to have sold to each Lender, and each Lender shall be deemed, without
further action by any party hereto, to have purchased from such Issuing Lender, without recourse or warranty, an undivided participation interest
in such Letter of Credit and the related Letter of Credit Liabilities in accordance with its respective Commitment Ratio (although the Fronting Fee
payable under Section 2.07(b) shall be payable directly to the Administrative Agent for the account of the applicable issuing Lender, and the
Lenders (other than such Issuing Lender) shall have no right to receive any portion of any such Fronting Fee) and any security therefor or guaranty
pertaining thereto.

Section 3.06, Drawings under Letters of Credit. Upon receipt from the beneficiary of any Letter of Credit of any notice of a drawing
under such Letter of Credit, the applicable Issuing Lender shall determine in accordance with the terms of such Letter of Credit whether such
drawing should be honored. If such Issuing Lender determines that any such drawing shall be honored, such issuing Lender shall make available
to such beneficiary in accordance with the terms of such Letter of Credit the amount of the drawing and shall noti1’ the Borrower as to the amount
to be paid as a result of such drawing and the payment date.

Section 3.07. Reimbursement Obligations . The Borrower shall be irrevocably and unconditionally obligated forthwith to reimburse
the applicable Issuing Lender for any amounts paid by such Issuing Lender upon any drawing under any Letter of Credit, together with any and all
reasonable charges and expenses which such Issuing Lender may pay or incur relative to such drawing and interest on the amount drawn at the
rate applicable to Base Rate Loans for each day from and including the date such amount is drawn to but excluding the date such reimbursement
payment is due and payable. Such reimbursement payment shall be due and payable (i) at or before 1:00 P.M. (Charlotte, North Carolina time) on
the date the applicable Issuing Lender notifies the Borrower of such drawing, if such notice is given at or before 10:00 A.M. (Charlotte, North
Carolina time) on such date or (ii) at or before 10:00 A.M. (Charlotte, North Carolina time) on the next succeeding Business Day; provided, that
no payment otherwise required by this sentence to be made by the Borrower at or before 1:00 P.M. (Charlotte, North Carolina time) on any day
shall be overdue hereunder if arrangements for such payment satisfactory to the applicable issuing Lender, in its reasonable discretion, shall have
been made by the Borrower at or before 1:00 P.M. (Charlotte, North Carolina time) on such day and such payment is actually made at or before
3:00 P.M. (Charlotte, North Carolina time) on such day. In addition, the Borrower agrees to pay to the applicable Issuing Lender interest, payable
on demand, on any and all amounts not paid by the Borrower to such issuing Lender when due under this Section 3.07, for each day from and
including the date when such amount becomes due to but excluding the date such amount is paid in full, whether before or after judgment. at a rate
per aimum equal to the sum of 2% plus the rate applicable to Base Rate Loans for such day. Each payment to be made by the Borrower pursuant
to this Section 3.07 shall be made to the app]icable Issuing Lender in Federal or other funds immediately available to it at its address referred to
Section 9.01.

Section 3.08. Duties of Issuing Lenders to Lenders: Reliance . In determining whether to pay under any Letter of Credit. the relevant
Issuing Lender shall not have any obligation relative to the Lenders participating in such Letter of Credit or the related Letter of Credit Liabilities
other than to determine that any document or documents required to be delivered under such Letter of Credit have been delivered and that they
substantially comply on their face with the requirements of such Letter of Credit. Any action taken or omitted to be taken by an Issuing Lender



under or in connection with any Letter of Credit shall not create for such Issuing Lender any resulting liability if taken or omitted in the
absence of gross negligence or willful misconduct. Each Issuing Lender shall be entitled (but not obligated) to rely, and shall be fully protected in
relying, on the representation and warranty by the Borrower set forth in the last sentence of Section 4.02 to establish whether the conditions
specified in clauses (b) and (c) of Section 4.02 are met in connection with any issuance or extension of a Letter of Credit. Each Issuing Lender

all be entitled to rely, and shall be fully protected in relying, upon advice and statements of legal counsel, independent accountants and other
‘ perts selected by such Issuing Lender and upon any Letter of Credit, draft, writing, resolution, notice, consent, certificate, affidavit, letter,

cablegram, telegram, telecopier, telex or teletype message, statement, order or other document believed by it in good faith to be genuine and
correct and to have been signed, sent or made by the proper Person or Persons, and may accept documents that appear on their face to be in order,
without responsibility for further investigation, regardless of any notice or information to the contrary unless the beneficiary and the Borrower
shall have notified such Issuing Lender that such documents do not comply with the terms and conditions of the Letter of Credit. Each Issuing
Lender shall be fully justified in refusing to take any action requested of it under this Section in respect of any Letter of Credit unless it shall first
have received such advice or concunence of the Required Lenders as it reasonably deems appropriate or it shall first be indemnified to its
reasonable satisfaction by the Lenders against any and all liability and expense which may be incurred by it by reason of taking or continuing to
take, or omitting or continuing to omit, any such action. Notwithstanding any other provision of this Section, each Issuing Lender shall in all
cases be fully protected in acting, or in refraining from acting, under this Section in respect of any Letter of Credit in accordance with a request of
the Required Lenders, and such request and any action taken or failure to act pursuant hereto shall be binding upon all Lenders and all future
holders of participations in such Letter of Credit; provided, that this sentence shall not affect any rights the Borrower may have against any Issuing
Lender or the Lenders that make such request.

Section 3.09. Obligations of Lenders to Reimburse Issuinu Lender for Unpaid Drawings. If any Issuing Lender makes any payment
under any Letter of Credit and the Borrower shall not have reimbursed such amount in full to such Issuing Lender pursuant to Section 3.07, such
Issuing Lender shall promptly notify the Administrative Agent, and the Administrative Agent shall promptly notify each Lender (other than the
relevant Issuing Lender), and each such Lender shall promptly and unconditionally pay to the Administrative Agent, for the account of such
Issuing Lender, such Lender’s share of such payment (determined in accordance with its respective Commitment Ratio) in Dollars in Federal or
other immediately available funds, the aggregate of such payments relating to each unreimbursed amount being referred to herein as a “Mandatory
Letter of Credit Borrowing”; provided, however, that no Lender shall be obligated to pay to the Administrative Agent its pro rata share of such
unreimbursed amount for any wrongful payment made by the relevant Issuing Lender under a Letter of Credit as a result of acts or omissions
constituting willful misconduct or gross negligence by such Issuing Lender. If the Administrative Agent so notifies a Lender prior to 11:00 A.M.
(Charlotte, North Carolina time) on any Business Day, such Lender shall make available to the Administrative Agent at its address referred to in
Section 9.01 and for the account of the relevant Issuing Lender such Lender’s pro rata share of the amount of such payment by 3:00 P.M.
(Charlotte, North Carolina time) on the Business Day following such Lender’s receipt of notice from the Administrative Agent, together with
interest on such amount for each day from and including the date of such drawing to but excluding the day such payment is due from such Lender
at the Federal Funds Rate for such day (which funds the Administrative Agent shall promptly remit to such Issuing Lender). The failure of any

4ender to make available to the Administrative Agent for the account of an Issuing Lender its pro rata share of any unreimbursed drawing under
‘iy Letter of Credit shall not relieve any other Lender of its obligation hereunder to make available to the Administrative Agent for the account of

i(jch Issuing Lender its pro rata share of any payment made under any Letter of Credit on the date required, as specified above, but no such Lender
shall be responsible for the failure of any other Lender to make available to the Administrative Agent for the account of such Issuing Lender such
other Lender’s pro rata share of any such payment. Upon payment in full of all amounts payable by a Lender under this Section 3.09, such Lender
shall be subrogated to the rights of the relevant Issuing Lender against the Borrower to the extent of such Lender’s pro rata share of the related
Letter of Credit Liabilities (including interest accrued thereon). If any Lender fails to pay any amount required to be paid by it pursuant to this
Section 3.09 on the date on which such payment is due, interest shall accrue on such Lender’s obligation to make such payment, for each day from
and including the date such payment became due to but excluding the date such Lender makes such payment, whether before or after judgment, at
a rate per annum equal to (i) for each day from the date such payment is due to the third succeeding Business Day, inclusive, the Federal Funds
Rate for such day as determined by the relevant Issuing Lender and (ii) for each day thereafter, the sum of 2% plus the rate applicable to its Base
Rate Loans for such day. Any payment made by any Lender after 3:00 P.M. (Charlotte, North Carolina time) on any Business Day shall be
deemed for purposes of the preceding sentence to have been made on the next succeeding Business Day.

Section 3.10. Funds Received from the Borrower in Respect of Drawn Letters of Credit . Whenever an Issuing Lender receives a
payment of a Reimbursement Obligation as to which the Administrative Agent has received for the account of such Issuing Lender any payments
from the other Lenders pursuant to Section 3.09 above, such Issuing Lender shall pay the amount of such payment to the Administrative Agent,
and the Administrative Agent shall promptly pay to each Lender which has paid its pro rata share thereof, in Dollars in federal or other
immediately available funds, an amount equal to such Lender’s pro rata share of the principal amount thereof and interest thereon for each day
after relevant date of payment at the Federal Funds Rate.

Section 3.11. Oblications in Respect of Letters of Credit Unconditional . The obligations of the Borrower under Section 3.07 above
shall be absolute, unconditional and irrevocable, and shall be performed strictly in accordance with the terms of this Agreement, under all
circumstances whatsoever, including, without limitation, the following circumstances:

(a) any lack of validity or enforceability of this Agreement or any Letter of Credit or any document related hereto or
thereto;

(b) any amendment or waiver of or any consent to departure from all or any of the provisions of this Agreement or any
Letter of Credit or any document related hereto or thereto;

(c) the use which may be made of the Letter of Credit by, or any acts or omission of, a beneficiary of a Letter of Credit (or
any Person for whom the beneficiary may be acting);

(d) the existence of any claim, set-off, defense or other rights that the Borrower may have at any time against a beneficiary
of a Letter of Credit (or any Person for whom the beneficiary may be acting), any Issuing Lender or any other Person, whether in connection with



this Agreement or any Letter of Credit or any document related hereto or thereto or any unrelated transaction;

(e) any statement or any other document presented under a Letter of Credit proving to be forged, fraudulent or invalid in
any respect or any statement therein being untrue or inaccurate in any respect whatsoever;

(f) payment under a Letter of Credit against presentation to an Issuing Lender of a draft or certificate that does not comply
,4ith the terms of such Letter of Credit; provided, that the relevant Issuing Lender’s determination that documents presented under such Letter of
Credit comply with the terms thereof shall not have constituted gross negligence or willful misconduct of such Issuing Lender; or

(g) any other act or omission to act or delay of any kind by any Issuing Lender or any other Person or any other event or
circumstance whatsoever that might, but for the provisions of this subsection (g), constitute a legal or equitable discharge of the Borrower’s
obligations hereunder.

Nothing in this Section 3.11 is intended to limit the right of the Borrower to make a claim against any Issuing Lender for damages as contemplated
by the proviso to the first sentence of Section 3.12.

Section 3.12. Indemnification hi Respect of Letters of Credit . The Borrower hereby indemnifies and holds harmless each Lender
(including each Issuing Lender) and the Administrative Agent from and against any and all claims, damages, losses, liabilities, costs or expenses
which such Lender or the Administrative Agent may incur by reason of or in connection with the failure of any other Lender to fulfill or comply
with its obligations to such Issuing Lender hereunder (but nothing herein contained shall affect any rights which the Borrower may have against
such defaulting Lender), and none of the Lenders (including any Issuing Lender) nor the Administrative Agent, their respective affiliates nor any
of their respective officers, directors, employees or agents shall be liable or responsible, by reason of or in connection with the execution and
delivery’ or transfer of or payment or failure to pay under any Letter of Credit, including, without limitation, any of the circumstances enumerated
in Section 3.11, as well as (i) any error, omission, interruption or delay in transmission or delivery of any messages, by mail, cable, telegraph,
telex or otherwise, (ii) any error in interpretation of technical terms, (iii) any loss or delay in the transmission of any document required in order to
make a drawing under a Letter of Credit, (iv) any consequences arising from causes beyond the control of such indenmitee, including without
limitation, any government acts, or (v) any other circumstances whatsoever in making or failing to make payment under such Letter of Credit;
provided, that the Borrower shall not be required to indenmi’ any Issuing Lender for any claims, damages, losses, liabilities, costs or expenses,
and the Borrower shall have a claim against such Issuing Lender for direct (but not consequential) damages suffered by it, to the extent found by a
court of competent jurisdiction in a fmal, non-appealable judgment or order to have been caused by (i) the willful misconduct or gross negligence
of such Issuing Lender in determining whether a request presented under any Letter of Credit issued by it complied with the terms of such Letter
of Credit or (ii) such Issuing Lender’s failure to pay under any Letter of Credit issued by it after the presentation to it of a request strictly
complying with the terms and conditions of such Letter of Credit. Nothing in this Section 3.12 is intended to limit the obligations of the Borrower
under any other provision of this Agreement.

Section 3.13. ISP98 . The rules of the “International Standby Practices 199$” as published by the International Chamber of
Commerce most recently at the time of issuance of any Letter of Credit shall apply to such Letter of Credit unless otherwise expressly provided in
such Letter of Credit.

ARTICLE IV
CONDITIONS

Section 4.01. Conditions to Closing. The obligation of each Lender to make a Loan or issue a Letter of Credit on the occasion of the
first Credit Event hereunder is subject to the satisfaction of the following conditions:

(a) This Agreement . The Administrative Agent shall have received counterparts hereof signed by each of the parties
hereto or, in the case of any party as to which an executed counterpart shall not have been received, receipt by the Administrative Agent in form
satisfactory to it of telegraphic, telex, facsimile or other written confirmation from such party of execution of a counterpart hereof by such party)
to be held in escrow and to be delivered to the Borrower upon satisfaction of the other conditions set forth in this Section 4.01.

(b) Notes . On or prior to the Effective Date, the Administrative Agent shall have received a duly executed Note for the
account of each Lender requesting delivery of a Note pursuant to Section 2.05.

(c) Officers’ Certificates . The Administrative Agent shall have received a certificate dated the Effective Date signed on
behalf of the Borrower by the Chairman of the Board, the President, any Vice President, the Treasurer or any Assistant Treasurer of the Borrower
stating that (A) on the Effective Date and after giving effect to the Loans and Letters of Credit being made or issued on the Effective Date, no
Default shall have occurred and be continuing and (B) the representations and warranties of the Borrower contained in the Loan Documents are
true and correct on and as of the Effective Date, except to the extent that such representations and warranties specifically refer to an earlier date, in
which case they were true and correct as of such earlier date.

(d) Proceedings . On the Effective Date, the Administrative Agent shall have received (i) a certificate of the Secretary of
State of the Commonwealth of Kentucky. dated as of a recent date, as to the good standing of the Borrower and (ii) a certificate of the Secretary or
an Assistant Secretary of the Borrower dated the Effective Date and certifying (A) that attached thereto is a true, correct and complete copy of(x)
‘he Borrower’s articles of incorporation certified by the Secretary of State of the Conmionwealth of Kentucky and (y) the bylaws of the Borrower,

as to the absence of dissolution or liquidation proceedings by or against the Borrower, (C) that attached thereto is a true, correct and complete
copy of resolutions adopted by the board of directors of the Borrower authorizing the execution, delivery and perfonnance of the Loan Documents
to which the Borrower is a party and each other document delivered in connection herewith or therewith and that such resolutions have not been
amended and are in full force and effect on the date of such certificate and (D) as to the incumbency and specimen signatures of each officer of the
Borrower executing the Loan Documents to which the Borrower is a party or any other document delivered in connection herewith or therewith.



(e) Opinions of Counsel . On the Effective Date, the Administrative Agent shall have received from counsel to the
Borrower, opinions addressed to the Administrative Agent and each Lender, dated the Effective Date, substantially in the form of Exhibit D
hereto.

(f) Consents. All necessary governmental (domestic or foreign), regulatory and third party approvals, including, without
nmitation, the order of the KPSC (the “KPSC Order “) and any required approvals of the FERC, authorizing borrowings hereunder in connection
with the transactions contemplated by this Agreement and the other Loan Documents shall have been obtained and remain in full force and effect,
in each case without any action being taken by any competent authority which could restrain or prevent such transaction or impose, in the
reasonable judgment of the Administrative Agent, materially adverse conditions upon the consunmrntion of such transactions.

(g) Payment of Fees . All costs, fees and expenses due to the Administrative Agent, the Joint Lead Arrangers and the
Lenders accrued through the Effective Date (including Commitment fees and Letter of Credit Fees) shall have been paid in frill.

(h) Counsel fees. The Administrative Agent shall have received full payment from the Borrower of the fees and expenses
of Davis Polk & Wardwell LLP described in Section 9.03 which are billed through the Effective Date and which have been invoiced one Business
Day prior to the Effective Date.

(i) Amendment fee. The Borrower shall have paid to the Administrative Agent for the account of each Lender a non-
refundable and frilly earned fee (the” Amendment fee “) as set forth in the Fee Letter on or before the Effective Date.

Section 4.02. Conditions to All Credit Events . The obligation of any Lender to make any Loan, and the obligation of any Issuing
Lender to issue (or renew or extend the term of) any Letter of Credit, is subject to the satisfaction of the following conditions:

(a) receipt by the Administrative Agent of a Notice of Borrowing as required by Section 2.03, or receipt by an Issuing
Lender of a Letter of Credit Request as required by Section 3.03;

(b) the fact that, immediately before and afier giving effect to such Credit Event, no Default shall have occurred and be
continuing; and

(c) the fact that the representations and warranties of the Borrower contained in this Agreement and the other Loan
Documents shall be true and correct on and as of the date of such Credit Event, except to the extent that such representations and warranties
specifically refer to an earlier date, in which case they were true and correct as of such earlier date and except for the representations in Section

.5.04(c), Section 5.05 and Section 5.13, which shall be deemed only to relate to the matters refetred to therein on and as of the Effective Date.

4ich Credit Event under this Agreement shall be deemed to be a representation and warranty by the Borrower on the date of such Credit Event as
to the facts specified in clauses (b) and (c) of this Section.

ARTICLE V
REPRESENTATIONS AND WARRANTIES

The Borrower represents and warrants that:

Section 5.01. Status . The Borrower is a corporation duly organized, validly existing and in good standing under the laws of the
Commonwealth of Kentucky and has the corporate authority to make and perform this Agreement and each other Loan Document to which it is a
party.

Section 5.02. Authority: No Conflict . The execution, delivery and performance by the Borrower of this Agreement and each other
Loan Document to which it is a party have been duly authorized by all necessary corporate action and do not violate (i) any provision of law or

regulation, or any decree, order, writ or judgment. (ii) any provision of its articles of incorporation or bylaws, or (iii) result in the breach of or
constitute a default under any indenture or other agreement or instrument to which the Borrower is a party.

Section 5.03. Legality: Etc. This Agreement and each other Loan Document (other than the Notes) to which the Borrower is a party
constitute the legal, valid and binding obligations of the Borrower, and the Notes, when executed and delivered in accordance with this
Agreement. will constitute legal. valid and binding obligations of the Borrower, in each case enforceable against the Borrower in accordance with
their terms except to the extent limited by (a) bankruptcy, insolvency, fraudulent conveyance or reorganization laws or by other similar laws
relating to or affecting the enforceability of creditors rights generally and by general equitable principles which may limit the right to obtain
equitah]e remedies regardless of whether enforcement is considered in a proceeding of law or equity or (b) any applicable public policy on
enforceability of provisions relating to contribution and indemnification.

Section 5.04. financial Condition

(a) Audited financial Statements . The consolidated balance sheet of the Borrower and its Consolidated Subsidiaries as of
ecember 31. 2011 and the related consolidated statements of income and cash flows for the fiscal year then ended, reported on by
icewaterhouseCoopers LLP, copies of which have been delivered to each of the Administrative Agent and the Lenders, fairly present, in

conformity with GAAP. the consolidated financial position of the Borrower and its Consolidated Subsidiaries as of such date and their
consolidated results of operations and cash flows for such fiscal year.

(b) Interim Financial Statements . The unaudited consolidated balance sheet of the Borrower and its Consolidated



Subsidiaries as of June 30, 2012 and the related unaudited consolidated statements of income and cash flows for the six
months then ended fairly present, in conformity with GAAP applied on a basis consistent with the fmancial statements referred to in subsection (a)
of this Section, the consolidated fmancial position of the Borrower and its Consolidated Subsidiaries as of such date and their consolidated results
of operations and cash flows for such six-month period (subject to normal year-end audit adjustments).

(c) Material Adverse Change . Since December 31, 2011 there has been no change in the business, assets, financial
condition or operations of the Borrower and its Consolidated Subsidiaries, considered as a whole, that would materially and adversely affect the
Borrower’s ability to perform any of its obligations under this Agreement, the Notes or the other Loan Documents.

Section 5.05. Litigation . Except as disclosed in or contemplated by the fmancial statements referenced in Sections 5.04(a) and 5.05
(b) above, or in any subsequent report of the Borrower filed with the SEC on Form 10-K, lO-Q or 8-K, or otherwise furnished in writing to the
Administrative Agent and each Lender, no litigation, arbitration or administrative proceeding against the Borrower is pending or, to the
Borrower’s knowledge, threatened, which would reasonably be expected to materially and adversely affect the ability of the Borrower to perform
any of its obligations under this Agreement, the Notes or the other Loan Documents. There is no litigation, arbitration or administrative
proceeding pending or, to the knowledge of the Borrower, threatened which questions the validity of this Agreement or the other Loan Documents
to which it is a party.

Section 5.06. No Violation . No part of the proceeds of the borrowings by hereunder will be used, directly or indirectly by the
Borrower for the purpose of purchasing or carrying any “margin stock” within the meaning of Regulation U of the Board of Governors of the
Federal Reserve System, or for any other purpose which violates, or which conflicts with, the provisions of Regulations U or X of said Board of
Governors. The Borrower is not engaged principally, or as one of its important activities, in the business of extending credit for the purpose of
purchasing or carrying any such “margin stock”.

Section 5.07. ERISA . Each member of the ERISA Group has fulfilled its obligations under the minimum funding standards of
ERISA and the Internal Revenue Code with respect to each Material Plan and is in compliance in all material respects with the presently
applicable provisions of ERISA and the Internal Revenue Code with respect to each Material Plan. No member of the ERISA Group has (i)
sought a waiver of the minimum funding standard under Section 412 of the Internal Revenue Code in respect of any Material Plan, (ii) failed to
make any contribution or payment to any Material Plan, or made any amendment to any Material Plan, which has resulted or could result in the
imposition of a Lien or the posting of a bond or other security under ERISA or the Internal Revenue Code or (iii) incurred any material liability
under Title IV of ERJSA other than a liability to the PBGC for premiums under Section 4007 of ERJSA.

Section 5.08. Governmental Approvals. No authorization, consent or approval from any Governmental Authority is required for the
execution, delivery and performance by the Borrower of this Agreement, the Notes and the other Loan Documents to which it is a party and

Iexcept
such authorizations, consents and approvals, including, without limitation, the KPSC Order, as shall have been obtained prior to the

‘)ffective Date and shall be in full force and effect.

Section 5.09. Investment Company Act . The Borrower is not an “investment company” within the meaning of the Investment
Company Act of 1940, as amended.

Section 5.10. Tax Returns and Payments. The Borrower has filed or caused to be filed all federal, state, local and foreign income tax
returns required to have been filed by it and has paid or caused to be paid all income taxes shown to be due on such returns except income taxes
that are being contested in good faith by appropriate proceedings and for which the Borrower shall have set aside on its books appropriate reserves
with respect thereto in accordance with GAAP or that would not reasonably be expected to have a Material Adverse Effect.

Section 5.11. Compliance with Laws . To the knowledge of the Borrower, the Borrower is in compliance with all applicable laws,
regulations and orders of any Govermnental Authority, domestic or foreign, in respect of the conduct of its business and the ownership of its
property (including, without limitation, compliance with all applicable ERISA and Environmental Laws and the requirements of any permits
issued under such Environmental Laws). except to the extent (a) such compliance is being contested in good faith by appropriate proceedings or
(b) non-compliance would not reasonably be expected to materially and adversely affect its ability to perform any of its obligations under this
Agreement, the Notes or any other Loan Document to which it is a party.

Section 5.12. No Default. No Default has occurred and is continuing.

Section 5.13. Environmental Matters

(a) Except (1) as disclosed in or contemplated by the financial statements referenced in Sections 5.04(a) and 5.04(b) above,
or in any subsequent report of the Borrower filed with the SEC on Form 10-K, 10-Q or 8-K, or otherwise furnished in writing to the
Administrative Agent and each Lender, or (ii) to the extent that the liabilities of the Borrower and its Subsidiaries, taken as a whole, that relate to
or could reasonably be expected to result from the matters refetred to in clauses (i) through (iii) of this Section 5.13(a), inclusive, would not
reasonably be expected to result in a Material Adverse Effect:

(i) no notice, notification, citation, summons, complaint or order has been received by the Borrower or any
of its Subsidiaries, no penalty has been assessed nor is any investigation or review pending or, to the Borrower’s or any of its
Subsidiaries’ knowledge, threatened by any governmental or other entity with respect to any (A) alleged violation by or liability of the
Botrower or any of its Subsidiaries of or under any Environmental Law, (B) alleged failure by the Borrower or any of its Subsidiaries to
have any environmental permit, certificate, license, approval, registration or authorization required in connection with the conduct of its
business or (C) generation. storage, treatment, disposal, transportation or release of Hazardous Substances:

(ii) to the Borrower’s or any of its Subsidiaries knowledge, no Hazardous Substance has been released



(and no written notification of such release has been filed) (whether or not in a reportable or threshold
planning quantity) at, on or under any property now or previously owned, leased or operated by the Borrower or any of its Subsidiaries;
and

(iii) no property now or previously owned, leased or operated by the Borrower or any of its Subsidiaries or,
to the Borrower’s or any of its Subsidiaries’ knowledge, any property to which the Borrower or any of its Subsidiaries has, directly or
indirectly, transported or arranged for the transportation of any Hazardous Substances, is listed or, to the Borrower’s or any of its
Subsidiaries’ knowledge, proposed for listing, on the National Priorities List promulgated pursuant to the Comprehensive Environmental
Response, Compensation and Liability Act of 1980, as amended (“ CERCLA “), on CERCLIS (as defmed in CERCLA) or on any similar
federal, state or foreign list of sites requiring investigation or clean-up.

(b) Except as disclosed in or contemplated by the financial statements referenced in Sections 5.04(a) and 5.04(b) above, or
in any subsequent report of the Borrower filed with the SEC on Form 10-K, l0-Q or 8-K, or otherwise furnished in writing to the Administrative
Agent and each Lender, to the Borrower’s or any of its Subsidiaries’ knowledge, there are no Environmental Liabilities that have resulted or could
reasonably be expected to result in a Material Adverse Effect.

(c) For purposes of this Section 5.13, the terms “the Borrower” and “Subsidiary” shall include any business or business
entity (including a corporation) which is a predecessor, in whole or in part, of the Borrower or any of its Subsidiaries from the time such business
or business entity became a Subsidiary of PPL Corporation, a Pennsylvania corporation.

Section 5.14. OFAC . None of the Borrower, any Subsidiary of the Borrower or any Affiliate of the Borrower: (i) is a Sanctioned
Person, (ii) has more than 10% of its assets in Sanctioned Entities, or (iii) derives more than 10% of its operating income from investments in, or
transactions with Sanctioned Persons or Sanctioned Entities. The proceeds of any Loan will not be used and have not been used to fund any
operations in. fmance any investments or activities in, or make any payments to, a Sanctioned Person or a Sanctioned Entity.

ARTICLE VI
COVENANTS

The Borrower agrees that so long as any Lender has any Commitment hereunder or any amount payable hereunder or under any
Note or other Loan Document remains unpaid or any Letter of Credit Liability remains outstanding:

Section 6.01. Information . The Borrower will deliver or cause to be delivered to each of the Lenders (it being understood that the
posting of the information required in clauses (a), (b) and (f) of this Section 6.01 on the Borrower’s website or PPL Corporation’s website

( http://www.pplweb.com ) or making such information available on IntraLinks, Syndtrak (or similar service) shall be deemed to be effective
‘liveiy to the Lenders):

(a) Annual Financial Statements . Promptly when available and in any event within ten (10) days after the date such
information is required to be delivered to the SEC (or, if the Borrower is not a Public Reporting Company, within one lumdred and five (105) days
after the end of each fiscal year of the Borrower), a consolidated balance sheet of the Borrower and its Consolidated Subsidiaries as of the end of
such fiscal year and the related consolidated statements of income and cash flows for such fiscal year and accompanied by an opinion thereon by
independent public accountants of recognized national standing, which opinion shall state that such consolidated financial statements present
fairly the consolidated financial position of the Borrower and its Consolidated Subsidiaries as of the date of such financial statements and the
results of their operations for the period covered by such financial statements in conformity with GAAP applied on a consistent basis.

(b) Quarterly Financial Statements . Promptly when available and in any event within ten (10) days after the date such
information is required to be delivered to the SEC (or, if the Borrower is not a Public Reporting Company. within sixty (60) days after the end of
each quarterly fiscal period in each fiscal year of the Borrower (other than the last quarterly fiscal period of the Borrower)), a consolidated balance
sheet of the Borrower and its Consolidated Subsidiaries as of the end of such quarter and the related consolidated statements of income and cash
flows for such fiscal quarter, all certified (subject to normal year-end audit adjustments) as to fairness of presentation, GAAP and consistency by
any vice president, the treasurer or the controller of the Borrower.

(c) Officer’s Certificate . Simultaneously with the delivery of each set of financial statements referred to in subsections (a)
and (b) above, a certificate of the chief accounting officer or controller of the Borrower, (i) setting forth in reasonable detail the calculations
required to establish compliance with the requirements of Section 6.09 on the date of such fmancial statements and (ii) stating whether there exists
on the date of such certificate any Default and, if any Default then exists, setting forth the details thereof and the action which the Borrower is
taking or proposes to take with respect thereto.

(d) Default . Forthwith upon acquiring knowledge of the occurrence of any (i) Default or (ii) Event of Default, in either
case a certificate of a vice president or the treasurer of the Borrower setting forth the details thereof and the action which the Borrower is taking or
proposes to take with respect thereto.

(e) Change in Borrower’s Ratings . Promptly, upon the chief executive officer, the president, any vice president or any
senior financial officer of the Borrower obtaining knowledge of any change in a Borrower’s Rating, a notice of such Borrower’s Rating in effect

• fter giving effect to such change.

(1) Securities Laws Filing. To the extent the Borrower is a Public Reporting Company, promptly, when available and in
any event within ten (10) days after the date such information is required to be delivered to the SEC, a copy of any Fonn 10-K Report to the SEC
and a copy of any Form lO-Q Report to the SEC, and promptly tipon the filing thereof, any other filings with the SEC.



(g) ERISA Matters. If and when any member of the ERISA Group: (i) gives or is required to give notice to the PBGC of
any “reportable event” (as defined in Section 4043 of ERISA) with respect to any Material Plan which might constitute grounds for a termination
of such Plan under Title IV of ERISA, or knows that the plan administrator of any Material Plan has given or is required to give notice of any such
reportable event, a copy of the notice of such reportable event given or required to be given to the PBGC; (ii) receives, with respect to any

aterial Plan that is a Multiemployer Plan, notice of any complete or partial withdrawal liability under Title IV of ERISA, or notice that any
ultiemployer Plan is in reorganization, is insolvent or has been terminated, a copy of such notice; (iii) receives notice from the PBGC under

fitle IV of ERISA of an intent to terminate, impose material liability (other than for premiums under Section 4007 of ERISA) in respect of, or
appoint a trustee to administer any Material Plan, a copy of such notice; (iv) applies for a waiver of the minimum funding standard under Section
412 of the Internal Revenue Code with respect to a Material Plan, a copy of such application; (v) gives notice of intent to terminate any Plan under
Section 4041(c) of ERISA, a copy of such notice and other information filed with the PBGC; (vi) gives notice of withdrawal from any Plan
pursuant to Section 4063 of ERISA; or (vii) fails to make any payment or contribution to any Plan or makes any amendment to any Plan which
has resulted or could result in the imposition of a Lien or the posting of a bond or other security, a copy of such notice, a certificate of the chief
accounting officer or controller of the Borrower setting forth details as to such occurrence and action, if any, which the Borrower or applicable
member of the ERISA Group is required or proposes to take.

(h) Other Information. From time to time such additional fmancial or other information regarding the financial condition,
results of operations, properties, assets or business of the Borrower or any of its Subsidiaries as any Lender may reasonably request.

The Borrower hereby acknowledges that (a) the Administrative Agent will make available to the Lenders and each Issuing
Lender materials andlor information provided by or on behalf of the Borrower hereunder (collectively, “ Borrower Materials “) by posting the
Borrower Materials on Intratinics or another similar electronic system (the “ Platform “) and (b) certain of the Lenders may be “public-side”
Lenders (i.e., Lenders that do not wish to receive material non-public information with respect to the Borrower or its securities) (each, a “ Public
Lender “). The Borrower hereby agrees that it will use commercially reasonable efforts to identif’ that portion of the Borrower Materials that may
be distributed to the Public Lenders and that (w) all such Borrower Materials shall be clearly and conspicuously marked ‘PUBLIC” which, at a
minimum, shall mean that the word “PUBLIC” shall appear prominently on the first page thereof; (x) by marking Borrower Materials “PUBLIC,”
the Borrower shall be deemed to have authorized the Administrative Agent, the Issuing Lenders and the Lenders to treat such Borrower Materials
as not containing any material non-public information (although it may be sensitive and proprietary) with respect to the Borrower or its securities
for purposes of United States Federal and state securities laws ( provided , however , that to the extent such Borrower Materials constitute
Information (as defmed below), they shall be treated as set forth in Section 9.12); (y) all Borrower Materials marked “PUBLIC” are permitted to
be made available through a portion of the Platform designated “Public Investor;” and (z) the Administrative Agent shall be entitled to treat any
Borrower Materials that are not marked “PUBLIC” as being suitable only for posting (subject to Section 9.12) on a portion of the Platform not
designated “Public Investor.” “ Information “ means all information received from the Borrower or any of its Subsidiaries relating to the
Borrower or any of its Subsidiaries or any of their respective businesses, other than any such information that is available to the Administrative

.Agent, any Lender or any Issuing Lender on a nonconfidential basis prior to disclosure by the Borrower or any of its Subsidiaries; provided that,

C “)
the case of information received from the Borrower or any of its Subsidiaries after the Effective Date, such information is clearly identified at

.ne time of delivery as confidential. Any Person required to maintain the confidentiality of Information as provided in this Section shall be
considered to have complied with its obligation to do so if such Person has exercised the same degree of care to maintain the confidentiality of
such Information as such Person would accord to its own confidential information.

Section 6.02. Maintenance of Property: Insurance.

(a) Maintenance of Properties . The Borrower will keep all property useful and necessary in its businesses in good
working order and condition, subject to ordinary wear and tear, unless the Borrower determines in good faith that the continued maintenance of
any of such properties is no longer economically desirable and so long as the failure to so maintain such properties would not reasonably be
expected to have a Material Adverse Effect.

(b) Insurance. The Borrower will maintain, or cause to be maintained, insurance with fmancially sound (determined in
the reasonable judgment of the Borrower) and responsible companies in such amounts (and with such risk retentions) and against such risks as is
usually carried by owners of similar businesses and properties in the same general areas in which the Borrower operates.

Section 6.03. Conduct of Business and Maintenance of Existence. The Borrower will (i)continue to engage in businesses of the same
general type as now conducted by the Borrower and its Subsidiaries and businesses related thereto or arising out of such businesses, except to the
extent that the failure to maintain any existing business would not have a Material Adverse Effect and (ii) except as otherwise permitted in Section
6.07, preserve, renew and keep in full force and effect, and will cause each of its Subsidiaries to preserve, renew and keep in full force and effect,
their respective corporate (or other entity) existence and their respective rights, privileges and franchises necessary or material to the normal
conduct of business, except, in each case, tvhere the failure to do so could not reasonably be expected to have a Material Adverse Effect.

Section 6.04. Compliance with Laws. Etc . The Borrower will comply with all applicable laws, regulations and orders of any
Governmental Authority, domestic or foreign. in respect of the conduct of its business and the ownership of its property (including, without
limitation, compliance with all applicable ERISA and Environmental Laws and the requirements of any permits issued under such Environmental
Laws). except to the extent (a) such compliance is being contested in good faith by appropriate proceedings or (b) non-compliance could not
reasonably be expected to have a Material Adverse Effect.

Section 6.05. Books and Records. The Borrower (i) will keep, and will cause each of its Subsidiaries to keep, proper books of record
,Ad account in conformity with GAAY and (ii) will permit representatives of the Administrative Agent and each of the Lenders to visit and inspect

any of their respective properties, to examine and make copies from any of their respective books and records and to discuss their respective
affairs. fmances and accounts with their officers, any employees and independent public accountants, all at such reasonable times and as often as
may reasonably be desired; provided, that, the rights created in this Section 6.05 to “visit”, “inspect’. “discuss” and copy shall not extend to any
matters which the Borrower deems. in good faith, to be confidential, unless the Administrative Agent and any such Lender agree in writing to



keep such matters confidential.

Section 6.06. Use of Proceeds. The proceeds of the Loans made under this Agreement will be used by the Borrower to repay loans
under the Existing Credit Agreement on the Effective Date and for general corporate purposes of the Borrower and its Subsidiaries, including for
vorking capital purposes and for making investments in or loans to Subsidiaries. The Borrower will request the issuance of Letters of Credit

lely for general corporate purposes of the Borrower and its Subsidiaries including to support issuances of tax-exempt pollution control bonds
isued on behalf of the Borrower and/or its Subsidiaries. No such use of the proceeds for general corporate purposes will be, directly or indirectly,
for the purpose, whether inmediate, incidental or ultimate, of buying or carrying any Margin Stock within the meaning of Regulation U.

Section 6.07. Merger or Consolidation. The Borrower will not merge with or into or consolidate with or into any other corporation or
entity, unless (i) immediately after giving effect thereto, no event shall occur and be continuing which constitutes a Default, (ii) the surviving or
resulting Person, as the case may be, assumes and agrees in writing to pay and perform all of the obligations of the Borrower under this
Agreement, (iii) substantially all of the consolidated assets and consolidated revenues of the surviving or resulting Person, as the case may be, are
anticipated to come from the utility or energy businesses and (iv) the senior long-term debt ratings from both Rating Agencies of the surviving or
resulting Person, as the case may be, immediately following the merger or consolidation is equal to or greater than the senior long-term debt
ratings from both Rating Agencies of the Borrower immediately preceding the announcement of such consolidation or merger.

Section 6.08. Asset Sales. Except for the sale of assets required to be sold to conform with governmental requirements, the Borrower
shall not consummate any Asset Sale, if the aggregate net book value of all such Asset Sales consummated during the four calendar quarters
immediately preceding any date of determination would exceed 25% of the total assets of the Borrower and its Consolidated Subsidiaries as of the
beginning of the Borrower’s most recently ended full fiscal quarter; provided, however, that any such Asset Sale will be disregarded for purposes
of the 25% limitation specified above: (a) if any such Asset Sale is in the ordinary course of business of the Borrower (b) if the assets subject to
any such Asset Sale are worn out or are no longer useful or necessary in connection with the operation of the businesses of the Borrower; (c) if the
assets subject to any such Asset Sale are being transferred to a Wholly Owned Subsidiary of the Borrower; (d) if the proceeds from any such Asset
Sale (i) are, within twelve (12) months of such Asset Sale, invested or reinvested by the Borrower iii a Permitted Business, (ii) are used by the
Borrower to repay Debt of the Borrower, or (iii) are retained by the Borrower; or (e) if, prior to any such Asset Sale, both Rating Agencies
confirm the then-current Borrower Ratings after giving effect to any such Asset Sale.

Section 6.09. Consolidated Debt to Consolidated Capitalization Ratio . The ratio of Consolidated Debt of the Borrower to
Consolidated Capitalization of the Borrower shall not exceed 70%, measured as of the end of each fiscal quarter.

ARTICLE VII
DEFAULTS

Section 7.01. Events of Default . If one or more of the following events (each an “Event of Default”) shall have occurred and be
ôntinuing:

(a) the Borrower shall fail to pay when due any principal on any Loans or Reimbursement Obligations; or

(b) the Borrower shall fail to pay when due any interest on the Loans and Reimbursement Obligations, any fee or any other
amount payable hereunder or under any other Loan Document for five (5) days following the date such payment becomes due hereunder: or

(c) the Borrower shall fail to observe or perform any covenant or agreement contained in clause (ii) of Section 6.05, or
Sections 6.06, 6.07, 6.08 or 6.09; or

(d) the Borrower shall fail to observe or perfonn any covenant or agreement contained in Section 6.Ol(d)(i) for 30 days
after any such failure or in Section 6.0l(d)(ii) for ten (10) days after any such failure; or

(e) the Botrower shall fail to observe or perform any covenant or agreement contained in this Agreement or any other
Loan Document (other than those covered by clauses (a), (b), (c) or (d) above) for thirty (30) days after written notice thereof has been given to
the defaulting party by the Administrative Agent, or at the request of the Required Lenders; or

(f) any representation. warranty or certification made by the Borrower in this Agreement or any other Loan Document or
in any certificate. fmancial statement or other document delivered pursuant hereto or thereto shall prove to have been incorrect in any material
respect when made or deemed made; or

(g) the Borrower shall (i) fail to pay any principal or interest, regardless of amount, due in respect of any Material Debt
beyond any period of grace provided with respect thereto, or (ii) fail to observe or perform any other term, covenant, condition or agreement
contained in any agreement or instrument evidencing or governing any such Material Debt beyond any period of grace provided with respect
thereto if the effect of any failure refeired to in this clause (ii) is to cause, or to permit the holder or holders of such Debt or a trustee on its or their
behalf to cause, such Debt to become due prior to its stated maturity; or

(h) t]ie Borrower shall conmience a voluntary case or other proceeding seeking liquidation, reorganization or other relief
ith respect to itself or its debts under any bankruptcy. insolvency or other similar law now or hereafter in effect or seeking the appointment of a
stee, receiver, liquidator, custodian or other similar official of it or any substantial part of its property, or shall consent to any such relief or to

the appointment of or taking possession by any such official in an involuntary case or other proceeding commenced against it, or shall make a
general assignment for the benefit of creditors, or shall fail generally to pay. or shall admit in writing its inability to pay, its debts as they become
due, or shall take any corporate action to authorize any of the foregoing; or



(1) an involuntary case or other proceeding shall be commenced against the Borrower seeking liquidation, reorganization
or other relief with respect to it or its debts under any bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the
appointment of a trustee, receiver, liquidator, custodian or other similar official of it or any substantial part of its property, and such involuntary
case or other proceeding shall remain undismissed and unstayed for a period of 60 days; or an order for relief shall be entered against the

orrower under the Bankruptcy Code; or

(3) any member of the ERISA Group shall fail to pay when due an amount or amounts aggregating in excess of
$50,000,000 which it shall have become liable to pay under Title IV of ERISA; or notice of intent to terminate a Material Plan shall be filed under
Title IV of ERISA by any member of the ERISA Group, any plan administrator or any combination of the foregoing; or the PBGC shall institute
proceedings under Title IV of ERISA to terminate, to impose liability (other than for premiums under Section 4007 of ERISA) in respect of, or to
cause a trustee to be appointed to administer any Material Plan; or a condition shall exist by reason of which the PBGC would be entitled to obtain
a decree adjudicating that any Material Plan must be terminated; or there shall occur a complete or partial withdrawal from, or default, within the
meaning of Section 421 9(c)(5) of ERISA, with respect to, one or more Multiemployer Plans which could reasonably be expected to cause one or
more members of the ERISA Group to incur a current payment obligation in excess of $50,000,000; or

(k) the Borrower shall fail within sixty (60) days to pay, bond or otherwise discharge any judgment or order for the
payment of money in excess of $20,000,000, entered against the Borrower that is not stayed on appeal or otherwise being appropriately contested
in good faith; or

(1) a Change of Control shall have occurred;

then, and in every such event, while such event is continuing, the Administrative Agent may (A) if requested by the Required Lenders, by notice
to the Borrower terminate the Commitments, and the Commitments shall thereupon terminate, and (B) if requested by the Lenders holding more
than 50% of the sum of the aggregate outstanding principal amount of the Loans and Letter of Credit Liabilities at such time, by notice to the
Borrower declare the Loans and Letter of Credit Liabilities (together with accrued interest and accrued and unpaid fees thereon and all other
amounts due hereunder) to be, and the Loans and Letter of Credit Liabilities shall thereupon become, immediately due and payable without
presentment, demand, protest or other notice of any kind (except as set forth in clause (A) above), all of which are hereby waived by the Borrower
and require the Borrower to, and the Borrower shall, cash collateralize (in accordance with Section 2.09(a)(ii)) all Letter of Credit Liabilities then
outstanding; provided , that, in the case of any Default or any Event of Default specified in clause 7.01(h) or 7.01(i) above with respect to the
Borrower, without any notice to the Borrower or any other act by the Administrative Agent or any Lender, the Commitments shall thereupon
terminate and the Loans and Letter of Credit Liabilities (together with accrued interest and accrued and unpaid fees thereon and all other amounts
due hereunder) shall become immediately due and payable without presentment, demand, protest or other notice of any kind, all of which are
hereby waived by the Borrower, and the Borrower shall cash collateralize (in accordance with Section 2.09(a)(ii)) all Letter of Credit Liabilities
then outstanding.

ARTICLE Vifi
THE AGENTS

Section 8.01. Appointment and Authorization. Each Lender hereby irrevocably desiates and appoints the Administrative Agent to
act as specified herein and in the other Loan Documents and to take such actions on its behalf under the provisions of this Agreement and the
other Loan Documents and perform such duties as are expressly delegated to the Administrative Agent by the terms of this Agreement and the
other Loan Documents, together with such other powers as are reasonably incidental thereto. The Administrative Agent agrees to act as such upon
the express conditions contained in this Article VIII. Notwithstanding any provision to the contrary elsewhere in this Agreement or in any other
Loan Document, the Administrative Agent shall not have any duties or responsibilities, except those expressly set forth herein or in the other Loan
Documents, or any fiduciary relationship with any Lender, and no implied covenants, functions, responsibilities, duties, obligations or liabilities
shall be iead into this Agreement or otherwise exist against the Administrative Agent. The provisions of this Article VIII are solely for the benefit
of the Administrative Agent and Lenders, and no other Person shall have any rights as a third party beneficiary of any of the provisions
hereof, for the sake of clarity, the Lenders hereby agree that no Agent other than the Administrative Agent shall have, in such capacity, any
duties or powers with respect to this Agreement or the other Loan Documents.

Section 8.02. individual Capacity . The Administrative Agent and its Affiliates may make loans to, accept deposits from and
generally engage in any kind of business with the Borrower and its Affiliates as though the Administrative Agent were not an Agent. With respect
to the Loans made by it and all obligations owing to it, the Administrative Agent shall have the same rights and powers under this Agreement as
any Lender and may exercise the same as though it were not an Agent, and the terms “Required Lenders”, “Lender” and “Lenders” shall include
the Administrative Agent in its individual capacity.

Section 8.03. Delecation of Duties . The Administrative Agent may execute any of its duties under this Agreement or any other Loan
Document by or through agents or attorneys-in-fact. The Administrative Agent shall not be responsible for the negligence or misconduct of any
agents or attorneys-in-fact selected by it with reasonable care except to the extent otherwise required by Section 8.07.

Section 8.04. Reliance by the Administrative Agent . The Administrative Agent shall be entitled to rely, and shall be fully protected
in relying, upon any note, writing, resolution, notice, consent, certificate, affidavit, letter, telecopy or other electronic facsimile transmission, telex,
telegram, cable, teletype. electronic transmission by modem, computer disk or any other message, statement, order or other writing or
-nnversation believed by it to be genuine and correct and to have been signed, sent or made by the proper Person or Persons and upon advice and

atements of legal counsel (including, without limitation, counsel to the Borrower), independent accountants and other experts selected by the
Administrative Agent. The Administrative Agent shall be fully justified in failing or refusing to take any action under this Agreement or any other
Loan Document unless it shall first receive such advice or concurrence of the Required Lenders, or all of the Lenders, if applicable, as it deems
appropriate or it shall first be indemnified to its satisfaction by the Lenders against any and all liability and expense which may be incurred by it
by reason of taking or continuing to take any such action. The Administrative Agent shall in all cases be fully protected in acting, or in refraining



from acting, under this Agreement and the other Loan Documents h accordance with a request of the Required Lenders or all of theLenders, if applicable, and such request and any action taken or failure to act pursuant thereto shall be bindhg upon all of the Lenders.

Section 8.05. Notice ofDefault . The Administrative Agent shall not be deemed to have knowledge or notice ofthe occurrence of any,.—.,efault hereunder unless the Administrative Agent has received notice from a Lender or the Borrower referring to this Agreement, describing( iich Default and stating that such notice is a “notice of default”. if the Administrative Agent receives such a notice, the Administrative Agentdhall give prompt notice thereof to the Lenders. The Administrative Agent shall take such action with respect to such Default as shall bereasonably directed by the Required Lenders; provided, that, unless and until the Administrative Agent shall have received such directions, theAdministrative Agent may (but shall not be obligated to) take such action, or refrain from taking such action, with respect to such Default as itshall deem advisable in the best interests of the Lenders.

Section 8.06. Non-Reliance on the Agents and Other Lenders . Each Lender expressly acknowledges that no Agent or officer,director, employee, agent, attorney-in-fact or affiliate of any Agent has made any representations or warranties to it and that no act by any Agenthereafter taken, including any review of the affairs of the Borrower, shall be deemed to constitute any representation or warranty by such Agent toany Lender. Each Lender acknowledges to the Agents that it has, independently and without reliance upon any Agent or any other Lender, andbased on such documents and information as it has deemed appropriate, made its own appraisal of and investigation into the business, assets,operations, property, fmancial and other condition, prospects and creditworthiness of the Borrower and made its own decision to make its Loanshereunder and to enter into this Agreement. Each Lender also acknowledges that it will, independently and without reliance upon any Agent orany other Lender, and based on such documents and information as it shall deem appropriate at the time, continue to make its own credit analysis,appraisals and decisions in taking or not taking action under this Agreement, and to make such investigation as it deems necessary to inform itselfas to the business, assets, operations, property, fmancial and other condition, prospects and creditworthiness of the Borrower. No Agent shallhave any duty or responsibility to provide any Lender with any credit or other information concerning the business, operations, assets, property,fmancial and other condition, prospects or creditworthiness of the Borrower which may come into the possession of such Agent or any of itsofficers, directors, employees, agents, attorneys-in-fact or affiliates.

Section 8.07. Exculpatory Provisions . The Administrative Agent shall not, and no officers, directors, employees, agents, attorneys-in-fact or affiliates of the Administrative Agent, shall (i) be liable for any action lawfully taken or omitted to be taken by it under or in connectionwith this Agreement or any other Loan Document (except for its own gross negligence, willful misconduct or bad faith) or (ii) be responsible inany maimer to any of the Lenders for any recitals, statements, representations or warranties made by the Borrower or any of its officers containedin this Agreement, in any other Loan Document or in any certificate, report, statement or other document referred to or provided for in, or receivedby the Administrative Agent under or in connection with, this Agreement or any other Loan Document or for any failure of the Borrower or any ofits officers to peifonn its obligations hereunder or thereunder. The Administrative Agent shall not be under any obligation to any Lender toascertain or to inquire as to the observance or performance of any of the agreements contained in, or conditions of, this Agreement or any otherLoan Document, or to inspect the properties, books or records of the Borrower. The Administrative Agent shall not be responsible to any Lender‘jr the effectiveness, genuineness, validity, enforceability, collectibility or sufficiency of this Agreement or any other Loan Document or for anyipresentations, warranties, recitals or statements made by any other Person herein or therein or made by any other Person in any written or oralstatement or in any fmancial or other statements, instrwnents, reports, certificates or any other documents in connection herewith or therewithfurnished or made by the Administrative Agent to the Lenders or by or on behalf of the Borrower to the Administrative Agent or any Lender or berequired to ascertain or inquire as to the performance or observance of any of the terms, conditions, provisions, covenants or agreements containedherein or therein or as to the use of the proceeds of the Loans or of the existence or possible existence of any Default.

Section 8.08. Indemnification . To the extent that the Borrower for any reason fails to indefeasibly pay any amount required underSections 9.03(a), (b) or (c) to be paid by it to the Administrative Agent (or any sub-agent thereof), the Lenders severally agree to indemnif’ theAdministrative Agent, in its capacity as such, and hold the Administrative Agent, in its capacity as such, harmless ratably according to theirrespective Commitments from and against any and all liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs andreasonable expenses or disbursements of any kind whatsoever which may at any time (including, without limitation, at any time following the fullpayment of the obligations of the Borrower hereunder) be imposed on, incurred by or asserted against the Administrative Agent, in its capacity assuch, in any way relating to or arising out of this Agreement or any other Loan Document, or any documents contemplated hereby or referred toherein or the transactions contemplated hereby or any action taken or omitted to be taken by the Administrative Agent under or in connection withany of the foregoing, but only to the extent that any of the foregoing is not paid by the Borrower; provided, that no Lender shall be liable to theAdministrative Agent for the payment of any portion of such liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs orexpenses or disbui-sements resulting from the gross negligence, willful misconduct or bad faith of the Administrative Agent. If any indemnityfurnished to the Administrative Agent for any purpose shall, in the reasonable opinion of the Administrative Agent, be insufficient or becomeimpaired, the Administrative Agent may call for additional indemnity and cease, or not commence, to do the acts indenmified against until suchadditional indenmity is furnished. The agreement in this Section 8.08 shall survive the payment of all Loans, Letter of Credit Liabilities, fees andother obligations of the Borrower arising hereunder.

Section 8.09. Resignation; Successors . The Administrative Agent may resign as Administrative Agent upon twenty (20) days noticeto the Lenders. Upon the resignation of the Administrative Agent. the Required Lenders shall have the right to appoint from among the Lenders asuccessor to the Administrative Agent, subject to prior approval by the Borrower (so long as no Event of Default exists) (such approval not to beunreasonably withheld), whereupon such successor Administrative Agent shall succeed to and become vested with all the rights, powers andduties of the retiring Administrative Agent, and the term “Administrative Agent” shall include such successor Administrative Agent effectiveupon its appointment, and the retiring Administrative Agent’s rights, powers and duties as Administrative Agent shalt be terminated, without anyher or further act or deed on the part of such former Administrative Agent or any of the parties to this Agreement or any other Loan,Jocument. If no successor shall have been appointed by the Required Lenders and approved by the Bonower and shall have accepted suchappointment within thirty (30) days after the retiring Administrative Agent gives notice of its resignation, then the retiring Administrative Agentmay at its election give notice to the Lenders and the Borrower of the immediate effectiveness of its resignation and such resignation shallthereupon become effective and the Lenders collectively shall perform all of the duties of the Administrative Agent hereunder and under the otherLoan Documents until such time, if any, as the Required Lenders appoint a successor agent as provided for above. After the retiring



Administrative Agent’s resignation hereunder as Administrative Agent, the provisions of this Article VIII shall inure to its benefit as to
any actions taken or omitted to be taken by it while it was Administrative Agent under this Agreement or any other Loan Document.

Section 8.10. Administrative Agent’s Fees . The Borrower shall pay to the Administrative Agent for its own account fees in the
ount and at the times agreed to and accepted by the Borrower pursuant to the fee Letter.

ARTICLE LX
MISCELLANEOUS

Section 9.01. Notices . Except as otherwise expressly provided herein, all notices and other communications hereunder shall be in
writing (for purposes hereof, the term “writing” shall include information in electronic format such as electronic mail and internet web pages) or
by telephone subsequently confirmed in writing; provided that the foregoing shall not apply to notices to any Lender, the Swingline Lender or
Issuing Lender pursuant to Article II or Article Ill, as applicable, if such Lender, Swingline Lender or Issuing Lender, as applicable, has notified
the Administrative Agent that it is incapable of receiving notices under such Article in electronic format. My notice shall have been duly given
and shall be effective if delivered by hand delivery or sent via electronic mail, telecopy, recognized overnight courier service or certified or
registered mail, return receipt requested, or posting on an internet web page, and shall be presumed to be received by a party hereto (i) on the date
of delivery if delivered by hand or sent by electronic mail, posting on an internet web page, or telecopy, (ii) on the Business Day following the day
on which the same has been delivered prepaid (or on an invoice basis) to a reputable national overnight air courier service or (iii) on the third
Business Day following the day on which the same is sent by certified or registered mail, postage prepaid, in each case to the respective parties at
the address or telecopy numbers, in the case of the Borrower and the Administrative Agent, set forth below, and, in the case of the Lenders, set
forth on signature pages hereto, or at such other address as such party may specify by written notice to the other parties hereto:

if to the Borrower:

Louisville Gas and Electric Company
220 West Main Street
Louisville, Kentucky 40202
Attention: Treasurer
Telephone: 502-627-4956
Facsimile: 502-627-4742

with copies to:

Louisville Gas and Electric Company
220 West Main Street
Louisville, Kentucky 40202
Attention: General Counsel
Telephone: 502-627-3450
Facsimile: 502-627-3367

PPL Services Corporation
Two North Ninth Street (GENTW4)
Allentown, Pennsylvania 18101-1179
Attention: Frederick C. Paine, Esq.
Telephone: 610-774-7445
Facsimile: 610-774-6726

PPL Services Corporation
Two North Ninth Street (GENTW14)
A]lentown. Pennsylvania 18101-1179
Attention: Russell R. Clelland
Telephone: 610-774-5151
facsimile: 610-774-5235

if to the Administrative Agent:

Wells Fargo Bank, National Association
1525 West W.T. Harris Boulevard
Mail Code: MAC Dl 109-019
Charlotte, NC 28262
Attention: Syndication Agency Services
Telephone: 704.590.2706
Telecopier: 704.590.2790
Electronic Mail: agencyservices.requests@wellsfargo.com

with a copy to:

Wells Fargo Bank, National Association
90 S 7th Street, MAC: N9305-070



Minneapolis, MN 55402
Attention: Keith Luettel
Telephone: 612-667-4747
facsimile: 602-316-0506

(“)ith a copy to:

Davis Polk & Wardwell LLP
450 Lexington Avenue
New York, New York 10017
Attention: Jason Kyi-wood
Telephone: 212-450-4653
facsimile: 212-450-5653

Section 9.02. No Waivers; Non-Exclusive Remedies . No failure by any Agent or any Lender to exercise, no course of dealing with
respect to, and no delay in exercising any right, power or privilege hereunder or under any Note or other Loan Document shall operate as a waiver
thereof nor shall any single or partial exercise thereof preclude any other or further exercise thereof or the exercise of any other right, power or
privilege. The rights and retiiedies provided herein and in the other Loan Documents shall be cumulative and not exclusive of any rights or
remedies provided by law.

Section 9.03. Expenses; Indemnification.

(a) Expenses. The Borrower shall pay (1) all out-of-pocket expenses of the Agents, including legal fees and disbursements
of Davis Polk & Wardwell LLP and any other local counsel retained by the Administrative Agent, in its reasonable discretion, in connection with
the preparation. execution, delivery and administration of the Loan Documents, the syndication efforts of the Agents with respect thereto, any
waiver or consent thereunder or any amendment thereof or any Default or alleged Default thereunder and (ii) all reasonable out-of-pocket
expenses incurred by the Agents and each Lender, including (without duplication) the fees and disbursements of outside counsel, in connection
with any restructuring, workout, collection, bankruptcy, insolvency and other enforcement proceedings in connection with the enforcement and
protection of its rights; provided , that the Borrower shall not be liable for any legal fees or disbursements of any counsel for the Agents and the
Lenders other than Davis Polk & Wardwell LLP associated with the preparation. execution and delivery of this Agreement and the closing
documents contemplated hereby.

(b) indemnity in Respect of Loan Documents . The Borrower agrees to indemnify the Agents and each Lender, their
.respective Affiliates and the respective directors, officers. trmtees, agents, employees, trtees and advisors of the foregoing (each an‘ ‘demnitee “) and hold each Indemnitee harmless from and against any and all liabilities, obligations, losses, damages, penalties, actions,
idgrnents, suits, costs and expenses or disbursements of any kind whatsoever (including, without limitation, the reasonable fees and
disbursements of counsel and any civil penalties or fmes assessed by OFAC), which may at any time (including, without limitation, at any time
following the payment of the obligations of the Borrower hereunder) be imposed on, incurred by or asserted against such Jndenmitee in
connection with any investigative, administrative or judicial proceeding (whether or not such Indemnitee shall be designated a party thereto)
brought or threatened (by any third party. by the Borrower or any Subsidiary of the Borrower) in any way relating to or arising out of this
Agreement, any other Loan Document or any documents contemplated hereby or referred to herein or any actual or proposed use of proceeds of
Loans hereunder: provided . that no Indemnitee shall have the right to be indemnified hereunder for such Indemnitee’s ovvn oss negligence or
willful misconduct as determined by a court of competent jurisdiction in a fmal, non-appealable judgment or order.

(c) Indemnity in Respect of Environmental Liabilities . The Boi-rower agrees to indenmi’ each Indemnitee and hold each
Indemnitee harmless from and against any and all liabilities, obligations, losses, damages, penalties, actions, judgments. suits, claims, costs and
expenses or disbursements of am’ kind whatsoever (including, without limitation, reasonable expenses of investigation by engineers,
environmental consultants and similar technical personnel and reasonable fees and disbursements of counsel) which may at any time (including,
without limitation, at an’ time following the payment of the obligations of the Borrower hereunder) be imposed on, incurred by or asserted against
such Indenmitee in respect of or in coimection with any actual or alleged presence or release of Hazardous Substances on or from any property
now or previously owned or operated by the Borrower or any of its Subsidiaries or any predecessor of the Borrower or any of its Subsidiaries, or
any and all Environmental Liabilities. Without limiting the generality of the foregoing, the Botrower hereby waives all rights of contribution or
any other rights of recovery with respect to liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs and expenses and
disbursements in respect of or in connection with Enviroimiental Liabilities that it might have by statute or otherwise against any Indemnitee.

(d) Waiver of Damages . To the fullest extent permitted by applicable law, the Borrower shall not assert, and hereby
waives, any claim against any Indemnitee. on any theory of liability. for special. indirect, consequential or punitive damages (as opposed to direct
or actual damages) arising out of, in connection with, or as a result of, this Agreement, any other Loan Document or any agreement or instrument
contemplated hereby, the transactions contemplated hereby or thereby, any Loan or Letter of Credit or the use of the proceeds thereof. No
Indemnitee referred to in clause (b) above shall be liable for any damages arising fiom the use by unintended recipients of any information or
other materials distributed by it through telecommunications, electronic or other information transmission systems in connection with this
Agreement or the other Loan Documents or the transactions contemplated hereby or thereby; provided that nothing in this Section 9.03(d) shall
relieve any Lender from its obligations under Section 9.12.

Section 9.04. Sharing of Set-Offs . Each Lender agrees that if it shall, by exercising any right of set-off or counterclaim or otherwise,
receive payment of a proportion of the aggregate amount of principal and interest due with respect to any Loan made or Note held by it and any
Letter of Credit Liabilities which is greater than the proportion received by any other Lender in respect of the aggregate amount of principal and
interest due with respect to any Loan, Note and Letter of Credit Liabilities made or held by such other Lender, the Lender receiving such
proportionately greater payment shall purchase such participations in the Loan made or Notes and Letter of Credit Liabilities held by the other



Lenders, and such other adjustments shall be made, in each case as may be required so that all such payments of principal and interest
with respect to the Loan made or Notes and Letter of Credit Liabilities made or held by the Lenders shall be shared by the Lenders pro rata;
provided, that nothing in this Section shall impair the right of any Lender to exercise any right of set-off or counterclaim it may have for payment
of indebtedness ofthe Borrower other than its indebtedness hereunder.

(h Section 9.05. Amendments and Waivers . My provision of this Agreement or the Notes may be amended or waived if, but only if,
such amendment or waiver is in writing and is signed by the Borrower and the Required Lenders (and, if the rights or duties of the Administrative
Agent, Swingline Lender or any Issuing Lenders are affected thereby, by the Administrative Agent, Swingline Lender or such Issuing Lender, as
relevant); provided, that no such amendment or waiver shall, (a) unless signed by each Lender adversely affected thereby, (i) increase the
Coimnitment of any Lender or subject any Lender to any additional obligation (it being understood that waivers or modifications of conditions
precedent, covenants, Defaults or of mandatory reductions in the Commitments shall not constitute an increase of the Commitment of any Lender,
and that an increase in the available portion of any Commitment of any Lender as in effect at any time shall not constitute an increase in such
Commitment), (ii) reduce the principal of or rate of interest on any Loan (except in connection with a waiver of applicability of any post-default
increase in interest rates) or the amount to be reimbursed in respect of any Letter of Credit or any interest thereon or any fees hereunder, (iii)
postpone the date fixed for any payment of interest on any Loan or the amount to be reimbursed in respect of any Letter of Credit or any interest
thereon or any fees hereunder or for any scheduled reduction or termination of any Commitment or (except as expressly provided in Article III)
expiration date of any Letter of Credit, (iv) postpone or change the date fixed for any scheduled payment of principal of any Loan, (v) change any
provision hereof in a manner that would alter the pro rata funding of Loans required by Section 2.04(b), the pro rata sharing of payments required
by Sections 2.11(a), 2.09(b) or 9.04 or the pro rata reduction of Commitments required by Section 2.08(a) or (vi) change the currency in which
Loans ase to be made, Letters of Credit are to be issued or payment under the Loan Documents is to be made, or add additional borrowers or (b)
unless signed by each Lender, change the definition of Required Lender or this Section 9.05 or Section 9.06(a).

Section 9.06. Successors and Assigns.

(a) Successors and Assigns The provisions of this Agreement shall be binding upon and inure to the benefit of the parties
hereto and their respective successors and assigns, except that the Borrower may not assign or othenvise transfer any of its rights under this
Agreement without the prior written consent of all of the Lenders, except to the extent any such assignment results from the consummation of a
merger or consolidation permitted pursuant to Section 6.07 of this Agreement.

(b) Participations . Any Lender may at any time grant to one or more banks or other financial institutions or special
purpose funding vehicle (each a “ Participant “) participating interests in its Coimnitments andlor any or all of its Loans and Letter of Credit
Liabilities. In the event of any such grant by a Lender of a participating interest to a Participant, whether or not upon notice to the Borrower and
the Administrative Agent, such Lender shall remain responsible for the performance of its obligations hereunder, and the Borrower, the Issuing
Lenders, Swingline Lender and the Administrative Agent shall continue to deal solely and directly with such Lender in connection with such

ender’s rights and obligations under this Agreement. Any agreement pursuant to which any Lender may grant such a participating interest shall
jrovide that such Lender shall retain the sole right and responsibility to enforce the obligations of the Borrower hereunder including, without
limitation, the right to approve any amendment, modification or waiver of any provision of this Agreement; provided , that such participation
agreement may provide that such Lender will not agree to any modification, amendment or waiver of this Agreement which would (i) extend the
Termination Date, reduce the rate or extend the time of payment of principal, interest or fees on any Loan or Letter of Credit Liability in which
such Participant is participating (except in connection with a waiver of applicability of any post-default increase in interest rates) or reduce the
principal amount thereof, or increase the amount of the Participant’s participation over the amount thereof then in effect (it being understood that a
waiver of any Default or of a mandatory reduction in the Commitments shall not constitute a change in the terms of such participation, and that an
increase in any Commitment or Loan or Letter of Credit Liability shall be permitted without the consent of any Participant if the Participant’s
participation is not increased as a result thereof) or (ii) allow the assignment or transfer by the Borrower of any of its rights and obligations under
this Agreement, without the consent of the Participant, except to the extent any such assignment results from the consuimnation of a merger or
consolidation permitted pursuant to Section 6.07 of this Agreement. The Borrower agrees that each Participant shall, to the extent provided in its
participation agreement, be entitled to the benefits of Article II with respect to its participating interest to the same extent as if it were a Lender,
subject to the same limitations, and in no case shall any Participant be entitled to receive any amount payable pursuant to Article II that is greater
than the aiiiount the Lender granting such Participant’s participating interest would have been entitled to receive had such Lender not sold such
participating interest. An assignment or other transfer which is not permitted by subsection (c) or (U) below shall be given effect for purposes of
this Aereement only to the extent of a participating interest granted in accordance with this subsection (b). Each Lender that sells a participation
shall, acting solely for this purpose as a non-fiduciary agent of the Borrower, maintain a register (solely for tax purposes) on which it enters the
name and address of each Participant and the principal amounts (and stated interest) of each Participant’s interest in the Loans or other obligations
under the Loan Docinnents (the “ Participant Register “). The entries in the Participant Register shall be conclusive absent manifest error, and
such Lender shall treat each Person whose name is recorded in the Participant Register as the owner of such participation for all purposes of this
Agreement notwithstanding any notice to the contrary.

(c) Assignments Generally . Any Lender may at any time assign to one or more Eligible Assignees (each, an “ Assignee “)
all, or a proportionate part (equivalent to an initial amount of not less than $5,000,000 or any larger integral multiple of $1,000,000), of its rights
and obligations under this Agreement and the Notes with respect to its Loans and, if still in existence, its Commitment, and such Assignee shall
assume such ights and obligations, pursuant to an Assignment and Assumption Agreement in substantially the form of Exhibit C attached hereto
executed by such Assignee and such transferor, with (and subject to) the consent of the Borrower, which shall not be unreasonably withheld or
delayed, the Administrative Agent, Swingline Lender and the Issuing Lenders, which consent shall not be unreasonably withheld or delayed;
,rovided , that if an Assignee is an Affiliate of such transferor Lender or was a Lender immediately prior to such assignment, no such consent of

_1ie Borrower or the Administrative Agent shall be required; provided , further , that if at the time of such assignment a Default or an Event of
Default has occurred and is continuing. no such consent of the Borrower shall be required; provided , further , that no such assignment may be
made prior to the Effective Date without the prior written consent of the Joint Lead Arrangers provided , further , that the provisions of Sections
2.12, 2.16, 2.17 and 9.03 of this Agreement shall inure to the benefit of a transferor with respect to any Loans made, any Letters of Credit isstied
or any other actions taken by such transferor while it was a Lender. Upon execution and delivery of such instrument and payment by such



Assignee to such transferor of an amount equal to the purchase price agreed between such transferor and such Assignee, suchAssignee shall be a Lender party to this Agreement and shall have all the rights and obligations of a Lender with a Coimnitment, if any, as setforth in such instrument of assumption, and the transferor shall be released from its obligations hereunder to a corresponding extent, and no furtherconsent or action by any party shall be required. Upon the consummation of any assignment pursuant to this subsection (c), the transferor, thedministrative Agent and the Borrower shall make appropriate arrangements so that, if required, a new Note is issued to the Assignee. hinnection with any such assignment, the transferor shall pay to the Administrative Agent an administrative fee for processing such assignment inthe amount of $3,500; provided that the Administrative Agent may, in its sole discretion, elect to waive such administrative fee in the case of anyassignment. Each Assignee shall, on or before the effective date of such assignment. deliver to the Borrower and the Administrative Agentcertification as to exemption from deduction or withholding of any United States Taxes in accordance with Section 2.17(e).

(d) Assignments to Federal Reserve Banks . Any Lender may at any time assign all or any portion of its rights under thisAgreement and its Note to a Federal Reserve Bank. No such assignment shall release the transferor Lender from its obligations hereunder.

(e) Register . The Borrower hereby designates the Administrative Agent to serve as the Borrower’s agent, solely forpurposes of this Section 9.06(e), to (1) maintain a register (the” Register “) on which the Administrative Agent will record the Commitments fromtime to time of each Lender, the Loans made by each Lender and each repayment in respect of the principal amount of the Loans of each Lenderand to (ii) retain a copy of each Assignment and Assumption Agreement delivered to the Administrative Agent pursuant to this Section. Failure tomake any such recordation, or any error in such recordation, shall not affect the Borrower’s obligation in respect of such Loans. The entries in theRegister shall be conclusive, in the absence of manifest error, and the Borrower, the Administrative Agent, Swingline Lender, the Issuing Lendersand the other Lenders shall treat each Person in whose name a Loan and the Note evidencing the same is registered as the owner thereof for allpurposes of this Agreement, notwithstanding notice or any provision herein to the contrary. With respect to any Lender, the assignment or othertransfer of the Commitments of such Lender and the rights to the principal of, and interest on, any Loan made and any Note issued pursuant to thisAgreement shall not be effective until such assignment or other transfer is recorded on the Register and, except to the extent provided in thissubsection 9.06(e), otherwise complies with Section 9.06, and prior to such recordation all amounts owing to the transferring Lender with respectto such Commitments, Loans and Notes shall remain owing to the transferring Lender. The registration of assignment or other transfer of all orpart of any Commitments, Loans and Notes for a Lender shall be recorded by the Administrative Agent on the Register only upon the acceptanceby the Administrative Agent of a properly executed and delivered Assignment and Assumption Agreement and payment of the administrative feereferred to in Section 9.06(c). The Register shall be available for inspection by each of the Borrower, the Swingline Lender and each IssuingLender at any reasonable time and from time to time upon reasonable prior notice. In addition, at any time that a request for a consent for amaterial or substantive change to the Loan Documents is pending, any Lender wishing to consult with other Lenders in connection therewith mayrequest and receive from the Administrative Agent a copy of the Register. The Borrower may not replace any Lender pursuant to Section 2.0$(b) , unless, with respect to any Notes held by such Lender, the requirements of subsection 9.06(c) and this subsection 9.06(e) have been satisfied.

Section 9.07. Governing Law; Submission to Jurisdiction . This Agreement and each Note shall be governed by and construed in‘vcordance with the internal laws of the State of New York. The Borrower hereby submits to the nonexclusive jurisdiction of the United States,Jistrict Court for the Southern District of New York and of any New York State court sitting in New York City for purposes of all legalproceedings arising out of or relating to this Agreement or the transactions contemplated hereby. The Borrower irrevocably waives, to the fullestextent permitted by law, any objection which it may now or hereafter have to the laying of the venue of any such proceeding brought in such courtand any claim that any such proceeding brought in any such court has been brought in an inconvenient forum.

Section 9.0$. Counterparts; Integration; Effectiveness . This Agreement shall become effective on the Effective Date. ThisAgreement may be signed in any number of counterparts, each of which shall be an original, with the same effect as if the signatures thereto andhereto were upon the same instrument. On and after the Effective Date, this Agreement, the other Loan Documents and the Fee Letter constitutethe entire agreement and understanding among the parties hereto and supersede any and all prior agreements and understandings, oral or written,relating to the subject matter hereof and thereof.

Section 9.09. Generally Accepted Accounting Principles . Unless otherwise specified herein, all accounting terms used herein shallbe interpreted, all accounting determinations hereunder shall be made and all financial statements required to be delivered hereunder shall beprepared in accordance with GAAP as in effect from time to time, applied on a basis consistent (except for changes concurred in by theBorrower’s independent public accountants) with the audited consolidated financial statements of the Borrower and its Consolidated Subsidiariesmost recently delivered to the Lenders; provided, that, if the Borrower notifies the Administrative Agent that the Borrower wishes to amend anycovenant in Article Vito eliminate the effect of any change in GAAP on the operation of such covenant (or if the Administrative Agent notifiesthe Borrower that the Required Lenders wish to amend Article VI for such purpose), then the Borrower’s compliance with such covenant shall bedetermined on the basis of GAAP in effect immediately before the relevant change in GAAP became effective, until either such notice iswithdrawn or such covenant is amended in a manner satisfactory to the Borrower and the Required Lenders.

Section 9.10. Usace . The following rules of construction and usage shall be applicable to this Agreement and to any instrument oragreement that is governed by or referred to in this Agreement.

(a) All terms defined in this Agreement shall have the defmed meanings when used in any instrument governed hereby orrefened to herein and in any certificate or other document made or delivered pursuant hereto or thereto unless otherwise defined therein.

(b) The words “hereof’, “hereir”, “hereunder” and words of similar import when used in this Agreement or in anyA istrument or agreement governed here shall be construed to refer to this Agreement or such instrument or agreement, as applicable, iii its entiretynot to any particular provision or subdivision hereof or thereof.

(c) References in this Agreement to “Article”, “Section”, “Exhibit”, “Schedule” or another subdivision or attachment shallbe construed to refer to an article, section or other subdivision of, or an exhibit, schedule or other attachment to, this Agreement unless the contextotherwise requires; references in any instrument or agreement governed by or referred to in this Agreement to “Article”, “Section”, “Exhibit”,



“Schedule” or another subdivision or attachment shall be construed to refer to an article, section or other subdivision of, or an
exhibit, schedule or other attachment to, such instrument or agreement unless the context otherwise requires.

(d) The defmitions contained in this Agreement shall apply equally to the singular and plural forms of such
i-ms. Whenever the context may require, any pronoun shall include the corresponding masculine, feminine and neuter forms. The word “will”
all be construed to have the same meaning as the word “shall”. The term “including” shall be construed to have the same meaning as the phrase

1ncluding without limitation”.

(e) Unless the context otherwise requires, any definition of or reference to any agreement, instrument, statute or document
contained in this Agreement or in any agreement or instrument that is governed by or referred to in this Agreement shall be construed (i) as
referring to such agreement, instrument, statute or document as the same may be amended, supplemented or otherwise modified from time to time
(subject to any restrictions on such amendments, supplements or modifications set forth in this Agreement or in any agreement or instrument
governed by or referred to in this Agreement), including (in the case of agreements or instruments) by waiver or consent and (in the case of
statutes) by succession of comparable successor statutes and (ii) to include (in the case of agreements or instruments) references to all attachments
thereto and instruments incorporated therein. My reference to any Person shall be construed to include such Person’s successors and permitted
assigns.

(f) Unless the context otherwise requires, whenever any statement is qualified by “to the best knowledge of’ or “known
to” (or a similar phrase) any Person that is not a natural person, it is intended to indicate that the senior management of such Person has conducted
a commercially reasonable inquiry and investigation prior to making such statement and no member of the senior management of such Person
(including managers, in the case of limited liability companies, and general partners, in the case of partnerships) has current actual knowledge of
the inaccuracy of such statement.

Section 9.11. WAIVER Of JURY TRIAL. THE BORROWER HEREBY IRREVOCABLY WAIVES ANY AND ALL RIGHT TO
TRIAL BY JURY IN ANY LEGAL PROCEEDING ARISING OUT Of OR RELATING TO THIS AGREEMENT OR THE TRANSACTIONS
CONTEMPLAThD HEREBY.

Section 9.12. Confidentiality . Each Lender agrees to hold all non-public information obtained pursuant to the requirements of this
Agreement in accordance with its customary procedure for handling confidential information of this nature and in accordance with safe and sound
banking practices; provided, that nothing herein shall prevent any Lender from disclosing such information (i) to any other Lender or to any
Agent, (ii) to any other Person if reasonably incidental to the administration of the Loans and Letter of Credit Liabilities, (iii) upon the order of
any court or administrative agency, (iv) to the extent requested by, or required to be disclosed to, any rating agency or regulatory agency or similar
authority (including any self-regulatory authority, such as the National Association of Insurance Commissioners), (v) which had been publicly

•disclosed other than as a result of a disclosure by any Agent or any Lender prohibited by this Agreement, (vi) in connection with any litigation to

4 hich any Agent. any Lender or any of their respective Subsidiaries or Affiliates may be party. (vii) to the extent necessary in connection with the
- .kercise of any remedy hereunder, (viii) to such Lender’s or Agent’s Affiliates and their respective directors, officers, employees and agents
including legal counsel and independent auditors (it being understood that the Persons to whom such disclosure is made will be informed of the
confidential nature of such information and instructed to keep such information confidential). (ix) with the consent of the Borrower, (x) to Gold
Sheets and other similar bank trade publications, such information to consist solely of deal terms and other information customarily found in such
publications and (xi) subject to provisions substantially similar to those contained in this Section, to any actual or proposed Participant or
Assignee or to any actual or prospective counterparty (or its advisors) to any securitization, swap or derivative transaction relating to the
Borrower’s Obligations hereunder. Notwithstanding the foregoing, any Agent, any Lender or Davis Polk & Wardwell LLP may circulate
promotional materials and place advertisements in fmancial and other newspapers and periodicals or on a home page or similar place for
dissemination of information on the Internet or worldwide web, in each case, afier the closing of the transactions contemplated by this Agreement
in the fonn of a “tombstone” or other release limited to describing the names of the Borrower or its Affiliates, or any of them, and the amount,
type and closing date of such transactions, all at their sole expense.

Section 9.13. USA PATRIOT Act Notice . Each Lender that is subject to the Patriot Act (as hereinafler defmed) and the
Administrative Agent (for itself and not on behalf of any Lender) hereby notifies the Borrower that pursuant to the requirements of the USA
PATRIOT Act (Title 111 of Pub.L. 107-56 (signed into law October 26. 2001)) (the “Patriot Act”), it is required to obtain, verify and record
information that identifies the Borrower, which information includes the name and address of the Borrower and other information that will allow
such Lender or the Administrative Agent, as applicable, to identi& the Borrower in accordance with the Patriot Act.

Section 9.14. No fiduciary Duty . Each Agent, each Lender and their respective Affiliates (collectively, solely for purposes of this
paragraph, the “Lender Parties”), may have economic interests that conflict with those of the Borrower, its Affiliates andlor their respective
stockholders (collectively, solely for purposes of this paragraph, the “Borrower Parties”). The Borrower agrees that nothing in the Loan
Documents or otherwise will be deemed to create an advisory, fiduciary or agency relationship or fiduciary or other implied duty (other than any
implied duty of good faith) between any Lender Party, on the one hand, and any Borrower Party. on the other. The Lender Parties acknowledge
and agree that (a) the transactions contemplated by the Loan Documents (including the exercise of rights and remedies hereunder and thereunder)
are ann’s-length commercial transactions between the Lender Parties, on the one hand, and the Borrower, on the other and (b) in connection
therewith and with the process leading thereto, (i) no Lender Party has assumed an advisory or fiduciary responsibility in favor of any Borrower
Party with respect to the transactions contemplated hereby (or the exercise of rights or remedies with respect thereto) or the process leading
thereto (irrespective of whether any Lender Party has advised, is currently advising or will advise any Borrower Party’ on other matters) or any

— ther obligation to any Borrower Party except the obligations expressly set forth in the Loan Documents and (ii) each Lender Party is acting solely
principal and not as the agent or fiduciary of any Borrower Party. The Borrower acknowledges and agrees that the Borrower has consulted its

own legal and fmancial advisors to the extent it deemed appropriate and that it is responsible for making its own independent judgment with
respect to such transactions and the process leading thereto. The Borrower agrees that it will not claim that any Lender Party has rendered
advisory services of any nature or respect, or owes a fiduciary or similar duty to any Borrower Party, in connection with such transaction or the
process leading thereto.



Section 9.15. Amendment and Restatement of Existing Credit Aereement . Upon the execution and delivery of this Agreement, the
Existing Credit Agreement shall be amended and restated to read in its entirety as set forth herein. With effect from and including the Effective
Date, (i) the Commitments of each Lender party hereto (the “ Extending Lenders “) shall be as set forth on the Commitment Appendix (and any

—Sender under the Existing Credit Agreement that is not listed on the Commitment Appendix shall cease to be a Lender hereunder; provided that,
)r the avoidance of doubt, such Lender under the Existing Credit Agreement shall continue to be entitled to the benefits of Section 9.03 of the

ixisting Credit Agreement), (ii) the Commitment Ratio of the Extending Lenders shall be redetermined based on the Commitments set forth in the
Commitment Appendix and the participations of the Extending Lenders in, and the obligations of the Extending Lenders in respect of, any Letters
of Credit or Swingline Loans outstanding on the Effective Date shall be reallocated to reflect such redetennined Commitment Ratio and (iii) each
JLA Issuing Bank shall have the fronting Sublimit set forth in the JLA L/C fronting Sublimits Appendix.

[Signature Pages to follow]



IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed by their respective authorized
officers as of the day and year first above written.

LOUISVILLE GAS AND ELECTRIC COMPANY

By: Is! Daniel K. Arbough
Name: Daniel K. Arbough
Title: Treasurer



WELLS FARGO BANK, NATIONAL
as Administrative Agent, Issuing
Lender, Swingline Lender and Lender

By: Is! Keith Lueftel
Name: Keith Luettel
Title: Vice President



BANK Of AMERICA, N.A., as Issuing
Lender arid Lender

By: Is! Mike Mason
Name: Mike Mason
Title: Director



THE ROYAL BANK OF SCOTLAND
PLC, as Issuing Lender and Lender

By: Is! Tyler J. McCarthy
Name: Tyler J McCarthy
Title: Director



BARCLAYS BANK PLC, as Issuing
Lender and Lender

By: Is! Ronnie Glenn
Name: Ronnie Glenn
Title: Vice President



THE BANK Of NOVA SCOTIA, as
Issuing Lender and Lender

By: Is/ Thane Rattew
Name: Thane Rattew
Title: Managing Director



THE BANK OF TOKYO-MITSUBISHI UPJ, INC.
as Issuing Lender and Lender

By: Is! Alan Reiter
Name: Man Reiter
Title: Vice President



UNION BANK, N.A., as a Lender

By: Is! Cannelo Restifo
Name: Carmelo Restifo
Title: Director



BNP PARIBAS, as a Lender

By: Is! Denis O’Meara
Name: Denis O’Meara
Title: Managing Director

BNP PARIBAS, as a Lender

By: Is! Pasguale A. Perraglia IV
Name: Pasquale A. Perraglia IV
Title: Vice President



CITIBANK, N.A., as a Lender

By: Is! Amit Vasani
Name: Amit Vasani
Title: Vice President



CREDIT SSSE AG, CAYMAN ISLANDS
BRANCH, as a Lender

By: /5/ Christopher Reo Day
Name: Christopher Reo Day
Title: Vice President

By: Is! Vipul Dhadda
Name: Vipul Dhadda
Title: Associate



GOLDMAN SACHS BANK USA, as a Lender

By: 1sf Mark Walton
Name: Mark Walton
Title: Authorized Signatory



J.P. MORGAN CHASE BANK, N.A., as a Lender

By: Is! Juan Javellana
Name: Juan Javellana
Title: Executive Director



MORGAN STANLEY BANK, N.A., as a Lender

By: Is! Kelly Chin
Name: Kelly Chin
Title: Authorized Signatory



ROYAL BANK OF CANADA, as a Lender

By: Is! Frank Lambrinos
Name: Frank Lambrinos
Title: Authorized Signatory



liES LOAN FINANCE LLC, as a Lender

By: Is! Jrja R. Otsa
Name: frja R Otsa
Title: Associate Director

TiES LOAN FINANCE LLC, as a Lender

By: Is! David Urban
Name: David Urban
Title: Associate Director



CREDIT AGRICOLE CORPORATE AND
INVESTMENT BANK, as a Lender

By: Is! Dixon Schultz
Name: Dixon Schultz
Title: Managing Director

By: Is! Sharada Manne
Name: Sharada Manne
Title: Managing Director



KEYBANK NATIONAL ASSOCIATION, as a Lender

By: Is! Craig A. Hanselman
Name: Craig A. Hanselman
Title: Vice President



LLOYDS TSB BANK PLC, as a Lender

By: Is! Stephen Giacolone
Name: Stephen Giacolone
Title: Assistant Vice President —GOl I

LLOYDS TSB BANK PLC, as a Lender

By: Is! Julia R. Franklin
Name: Julia R. Franklin
Title: Vice President —F014



MIZUHO CORPORATE BANK, LTD., as a Lender

Bw IS! Leon Mo
Name: Leon Mo
Title: Authorized Signatory



SUNTRUST BANK, as a Lender

By: Is! Andrew Johnson
Name: Andrew Johnson
Title: Director



THE BANK OF NEW YORK MELLON, as a
Lender

By: Is! Mark W. Rogers
Name: Mark W. Rogers
Title: Vice President



U.S. BANK NATIONAL ASSOCIATION, as a
Lender

By: Is! John M. Eyerman
Name: John M. Eyerman
Title: Vice President



CANADIAN IMPERIAL BANK OF
COMIvIERCE, New York Agency, as a Lender

By: Is! Robert Casey
Name: Robert Casey
Title: Authorized Signatory

By: Is! Jonathan J. Kim
Name: Jonathan J. Kim
Title: Authorized Signatory



COMPASS BANK, as a Lender

By: Is! Susana Campuzano
Name: Susana Campuzano
Title: Senior Vice President



PNC BANK, NATIONAL ASSOCIATION, as a
Lender

By: Is! Edward M. Tessalone
Name: Edward M. Tessalone
Title: Senior Vice President PNC Bank, N.A.



SOVEREIGN BANK. N.A., as a Lender

By: Is! William Maag
Name: William Maag
Title: Senior Vice President



SUMITOMO MITSUI BANKING
CORPORATION, as a Lender

By: Is! Shugi Yabe
Name: Shugi Yabe
Title: Managing Director



THE NORTHERN TRUST COMPANY, as a
Lender

By: /5/ Daniel Boote
Name: Daniel Boote
Title: Senior Vice President



Commitment Appendix

Lender Revolving Commitment
fells Fargo Bank, National Association $25,714,285.70

iank of America, N.A. $25,714,285.70
The Royal Bank of Scotland plc $25,714,285.70
Barclays Bank PLC $23,511,904.76
The Bank of Nova Scotia $23,511,904.76
The Bank of Tokyo-Mitsubishi UFJ, Ltd. $1 1,755,952.3$
Union Bank, N.A. $11,755,952.38
BNP Paribas $23,511,904.76
Citibank, N.A. $23,511,904.76
Credit Suisse AG, Cayman Islands Branch $23,511,904.76
Goldman Sachs Bank USA $23,511,904.76
JPMorgan Chase Bank, N.A. $23,511,904.76
Morgan Stanley Bank, N.A. $23,511,904.76
Royal Bank of Canada $23,511,904.76
UBS Loan Fhiance LLC $23,511,904.76
Credit Agricole Corporate & Investment Bank $16,785,714.29
KeyBank National Association $16,785,714.29
Lloyds Bank $16,785,714.29
Mizuho Corporate Bank, Ltd. $16,785,714.29
Sunlrust Bank $J6,785,714.29
The Bank of New York Mellon $16,785,714.29
U.S. Bank National Association $16,785,714.29
Canadian Imperial Bank of Commerce $8,154,761.91
Compass Bank $8,154,761.91
PNC Bank, National Association $8,154,761.91
Sovereign Bank, N.A. $8,154,761.91
Sumitomo Mitsui Banking Corporation $8,154,761.91
The Northern Trust Company $5.952.3 $0.96

Total $500,000,000.00



JLA L/C Fronting Sublimits Appendix

Issuing Lender L/C Fronting Sublimit
Wells Fargo Bank, National Association $48,611,111.11
Bank ofAmerica, N.A. $48,611,111.11
The Royal Bank of Scotland plc $48,611,111.11
Barclays Bank PLC $34,722,222.22
The Bank of Nova Scotia $34,722,222.22
The Bank of Tokyo-Mitsubishi UFI, Ltd. $34,722,222.22

Total $250,000,000.00



EXifiBIT A-i
Form of Notice of Borrowing

‘)‘ells Fargo Bank, National Association,
s Administrative Agent
1525 W WI Harris Boulevard
Charlotte, NC 28262
Attention: Syndication Agency Services

Ladies and Gentlemen:

This notice shall constitute a “Notice of Borrowing” pursuant to Section 2.03 of the $500,000,000 Amended and Restated
Revolving Credit Agreement dated as of November 6, 2012 (the” Credit Agreement “) among Louisville Gas and Electric Company, the lending
institutions patty thereto from time to time and Wells Fargo Bank, National Association, as Administrative Agent. Terms defmed in the Credit
Agreement and not otherwise defmed herein have the respective meanings provided for in the Credit Agreement.

1. The date of the Borrowing will be

_______________, _____________.

2. The aggregate principal amount of the Borrowing will be

__________

2

3. The Borrowing will consist of I Revolving J I Swingline] Loans.

4. The Borrowing will consist of [ Base Rate I [Euro-Dollar J Loans.

5. The initial Interest Period for the Loans comprising such Borrowing shall be

___________.

I insert appropriate delivery instructions, which shall include bank and account number]

Must be a Business Day.
Revolving Borrowings must be an aggregate principal amount of$lO,000,000 or any larger integral multiple of $1,000,000, except the
Borrowing may be in the aggregate amount of the remaining unused Revolving Commitment. Swingline Borrowings must be an aggregate
principal amount of $2,000,000 or any larger integral multiple of $500.000.

3 Applicable for Revolving Loans only.
Applicable for Euro-Dollar Loans only. Insert “one month”, “two months”, “three months or “six months” (subject to the provisions of the
definition of”hiterest Period”).



LOUISVILLE GAS AND ELECTRIC COMPANY

By:
Name:
Title:



EXHIBIT A-2

Form of Notice of Converstion/Confinuation

Wells Fargo Bank, National Association,
as Administrative Agent
1525 W WI Harris Boulevard
Charlotte, NC 28262
Attention: Syndication Agency Services

Ladies and Gentlemen:

This notice shall constitute a “Notice of Conversion/Continuation” pursuant to Section 2.06(d)(ii) of the $500,000,000 Amended
and Restated Revolving Credit Agreement dated as of November 6, 2012 (the “ Credit Agreement “) among Louisville Gas and Electric
Company, the lending institutions party thereto from time to time and Wells Fargo Bank, National Association, as Administrative Agent. Terms
defmed in the Credit Agreement and not otherwise defmed herein have the respective meanings provided for in the Credit Agreement.

1. The Group of Loans (or portion thereof) to which this notice applies is all or a portion of all Base Rate Loans
currently outstanding] [all or a portion of all Euro-Dollar Loans currently outstanding having an Interest Period of months and ending on the
Election Date specified below I

2. The date on which the conversion/continuation selected hereby is to be effective is

____________, _____________(the”

Election Date “).

3. The principal amount of the Group of Loans (or portion thereof) to which this notice applies is
$_____________

6

4. [The Group of Loans (or portion thereof) which are to be converted will bear interest based upon the [Base Rate]

‘Sdjusted

London Interbank Offered Rate].] [The Group of Loans (or portion thereof) which are to be continued will bear interest based upon the
ase Rate][Adjusted London hiterbank Offered Rate].]

5. The Interest Period for such Loans will be

_________________.

LOUISVILLE GAS AND ELECTRIC COMPANY

Must be a Business Day.
6 May apply to a portion of the aggregate principal amount of the relevant Group of Loans; provided that (i) such portion is allocated ratably

among the Loans comprising such Group and (ii) the portion to which such notice applies, and the remaining portion to which it does not apply,
are each $10,000,000 or any larger integral multiple of $1,000,000.

7 Applicable only in the case of a conversion to, or a continuation of, Euro-Dollar Loans. Insert “one month”, “two months”, “three months” or
“six months” (subject to the provisions of the definition of Interest Period).



By: —

Name:
Title:



EXHIBIT A-3
form of Letter of Credit Request

[Insert details of Issuing Lender]

Ladies and Gentlemen:

I’his notice shall constitute a “Letter of Credit Request” pursuant to Section 3.03 of the $500,000,000 Amended and Restated
Revolving Credit Agreement dated as of November 6, 2012 (the” Credit Agreement “) among Louisville Gas and Electric Company, the lending
institutions party thereto from tune to time and Wells Fargo Bank, National Association, as Administrative Agent. Terms defined in the Credit
Agreement and not otherwise defmed herein have the respective meanings provided for in the Credit Agreement.

The undersi ned hereby requests that

________________

issue a [Standby] Letter of Credit on

________________, _________

in the
aggregate amount of $ . [This request is to extend a Letter of Credit previously issued under the Credit Agreement; Letter of
Credit No. .1

The beneficiary of the requested Standby Letter of Credit will be

________________

10, and such Standby Letter of Credit will be in
support of It and will have a stated termination date of 12

Copies of all documentation with respect to the supported transaction are attached hereto.

Insert name of Issuing Lender.
Must be a Business Day.

10 Insert name and address of beneficiary.( i Insert a description of the obligations, the name of each agreement andlor a description of the commercial transaction to which this Letter of
Credit Request relates.

, Insert the last date upon which drafts may be presented (which may not be later than one year after the date of issuance specified above or
beyond the fifth Business Day prior to the Termination Date).



LOUISVILLE GAS AND ELECTRIC COMPANY

By:
Name:
Title:

APPROVED:

[ISSUING LENDER]

By:
Name:
Title:



EXHIBIT B

Form of Note

FOR VALUE RECEIVED, the undersigned, LOUISWLLE GAS AND ELECTRIC COMPANY, a Kentucky corporation (the”
orrower “), promises to pay to the order of

_____________________

(hereinafter, together with its successors and assigns, called the “Holder “), at
the Administrative Agent’s Office or such other place as the Holder may designate in writing to the Borrower, the principal sum of

_____________________

AND

_______IlOOs

DOLLARS ($ ), or, if less, the principal amount of all Loans advanced by the
Holder to the Borrower pursuant to the Credit Agreement (as defmed below), plus interest as hereinafter provided. Such Loans may be endorsed
from time to time on the grid attached hereto, but the failure to make such notations shall not affect the validity of the Borrower’s obligation to
repay unpaid principal and interest hereunder.

All capitalized terms used herein shall have the meanings ascribed to them in that certain $500,000,000 Amended and Restated
Revolving Credit Agreement dated as of November 6, 2012 (as the same may be amended, modified or supplemented from time to time, the”
Credit Agreement “) by and among the Borrower, the lenders party thereto (collectively, the “ Lenders “) and Wells Fargo Bank, National
Association, as administrative agent (the “Administrative Agent “) for itself and on behalf of the Lenders and the Issuing Lenders, except to the
extent such capitalized terms are otherwise defmed or limited herein.

The Borrower shall repay principal outstanding hereunder from time to time, as necessary, in order to comply with the Credit
Agreement. All amounts paid by the Borrower shall be applied to the Obligations in such order of application as provided in the Credit
Agreement.

A final payment of all principal amounts and other Obligations then outstanding hereunder shall be due and payable on the maturity
date provided in the Credit Agreement, or such earlier date as payment of the Loans shall be due, whether by acceleration or otherwise.

The Borrower shall be entitled to borrow, repay, reborrow, continue and convert the Holder’s Loans (or portion thereof) hereunder
pursuant to the terms and conditions of the Credit Agreement. Prepayment of the principal amount of any Loan may be made as provided in the
Credit Agreement.

The Borrower hereby promises to pay interest on the unpaid principal amount hereof as provided in Article II of the Credit
Agreement. Interest under this Note shall also be due and payable when this Note shall become due (whether at maturity, by reason of
acceleration or otherwise). Overdue principal and, to the extent permitted by law, overdue interest, shall bear interest payable on DEMAND at the
default rate as provided in the Credit Agreement.

In no event shall the amount of interest due or payable hereunder exceed the maximum rate of interest allowed by applicable law, and in
the event any such payment is inadvertently made by the Borrower or inadvertently received by the Holder, then such excess sum shall be credited
as a payment of principal, unless the Borrower shall notify the Holder in writing that it elects to have such excess sum returned forthwith. It is the
express intent hereof that the Borrower not pay and the Holder not receive, directly or indirectly in any manner whatsoever, interest in excess of
that which may legally be paid by the Borrower under applicable law.

All parties now or hereafter liable with respect to this Note, whether the Borrower, any guarantor, endorser or any other Person or entity,
hereby waive presentment for payment, demand, notice of non-payment or dishonor, protest and notice of protest.

No delay or omission on the part of the Holder or any holder hereof in exercising its rights under this Note, or delay or omission on the
part of the Holder, the Administrative Agent or the Lenders collectively, or any of them, in exercising its or their rights under the Credit
Agreement or under any other Loan Document, or course of conduct relating thereto, shall operate as a waiver of such rights or any other right of
the Holder or any holder hereof, nor shatl any waiver by the Holder, the Administrative Agent, the Required Lenders or the Lenders collectively,
or any of them, or any holder hereof, of any such right or rights on any one occasion be deemed a bar to, or waiver of, the same right or rights on
any future occasion.

The Borrower promises to pay all reasonable costs of collection, including reasonable attorneys’ fees, should this Note be collected by or
through an attorney-at-law or under advice therefrom.

This Note evidences the Holder’s Loans (or portion therof) under, and is entitled to the benefits and subject to the terms of, the Credit
Agreement, which contains provisions with respect to the acceleration of the maturity of this Note upon the happening of certain stated events, and
provisions for prepayment.

This Note shall be governed by and construed in accordance with the internal laws of the State of New York.

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]



IN WITNESS WHEREOF, the undersigned has caused this Note to be executed by its duly authorized representative as of the day and
year first above written.

LOUISVILLE GAS AND ELECTRIC COMPANY

By:

_________________________________________________

Name:
Title:



LOANS AND PAYMENTS Of PRINCIPAL

Iate mount of Loan ype mount of Principal Totation Made By

_______________________ _______________________ ___________________

epaid

______________



EMIIBIT C

Form of Assignment and Assumption Agreement

This Assignment and Assumption (the” Assignment and Assumption “) is dated as of the Effective Date set forth below and is entered
into by and between [the] [each] 13 Assignor identified on the Schedules hereto as” Assignor” [or “ Assignors “ (collectively, the” Assignors
and each] an “Assignor “) and [the] [each] 14 Assignee identified on the Schedules hereto as “ Assignee “ or “ Assignees “ (collectively, the
Assignees “ and each an “ Assignee “). [It is understood and agreed that the rights and obligations of [the Assignors] [the Assignees] 15

hereunder are several and not joint.] 16 Capitalized terms used but not defmed herein shall have the meanings given to them in the Credit
Agreement identified below (the “ Credit Agreement “), receipt of a copy of which is hereby acknowledged by [the] [each] Assignee. The
Standard Terms and Conditions set forth in Annex 1 attached hereto are hereby agreed to and incorporated herein by reference and made a part of
this Assignment and Assumption as if set forth herein in full.

For an agreed consideration, [the] [each] Assignor hereby irrevocably sells and assigns to [the Assignee] [the respective Assignees], and
[the] [each] Assignee hereby irrevocably purchases and assumes from [the Assignor] [the respective Assignors], subject to and in accordance with
the Standard Terms and Conditions and the Credit Agreement, as of the Effective Date inserted by the Administrative Agent as contemplated
below (a) all of [the Assignor’s] [the respective Assignors’] rights and obligations in [its capacity as a Lender] [their respective capacities as
Lenders] under the Credit Agreement and any other documents or instruments delivered pursuant thereto to the extent related to the amount and
percentage interest identified below of all of such outstanding rights and obligations of [the Assignor] [the respective Assignors] under the
respective facilities identified below (including without limitation any letters of credit, guarantees, and swingline loans included in such facilities)
and (b) to the extent permitted to be assigned under applicable law, all claims, suits, causes of action and any other right of [the Assignor (in its
capacity as a Lender)] [the respective Assignors (in their respective capacities as Lenders)] against any Person, whether known or unknown,
arising under or in connection with the Credit Agreement, any other documents or instruments delivered pursuant thereto or the loan transactions
governed thereby or in any way based on or related to any of the foregoing, including, but not limited to, contract claims, tort claims, malpractice
claims, statutory claims and all other claims at law or in equity related to the rights and obligations sold and assigned pursuant to clause (a) above
(the rights and obligations sold and assigned by [the] [any] Assignor to [the] [any] Assignee pursuant to clauses (a) and (b) above being referred to
herein collectively as, the “ Assigned Interest “). Each such sale and assigrunent is without recourse to [the] [any] Assignor and, except as
expressly provided in this Assignment and Assumption, without representation or warranty by [the] [any] Assignor.

1. Assignor: See Schedule attached hereto

Assignee: See Schedule attached hereto

Borrower: Louisville Gas and Electric Company

4. Administrative Agent: Wells Fargo Bank, National Association, as the administrative agent under the Credit Agreement

5. Credit Agreement: The $500,000,000 Amended and Restated Revolving Credit Agreement dated as of November 6, 2012, by and among
Louisville Gas and Electric Company, as Borrower, the Lenders party thereto and Wells Fargo Bank, National Association, as Administrative
Agent (as amended, restated, supplemented or otherwise modified)

6. Assigned Interest: See Schedule attached hereto

[7. Trade Date: 11

For bracketed language here and elsewhere in this form relating to the Assignor(s), if the assignment is from a single Assignor, choose the first
13bracketed language. If the assigmnent is from multiple Assignors, choose the second bracketed language.

For bracketed language here and elsewhere in this form relating to the Assignee(s), if the assignment is to a single Assignee, choose the first
14bracketed language. If the assignment is to multiple Assignees, choose the second bracketed language.

Select as appropriate.

16thc bracketed language if there are either multiple Assignors or multiple Assignees.

To be completed if the Assignor(s) and the Assignee(s) intend that the minimum assignment amount is to be determined as of the Trade Date.



.



Effective Date:

______________,

20

TO BE 1NSERTED BY ADMiNISTRATIVE AGENT AND WHICH SHALL BE THE EFFECTIVE DATE Of RECORDATION OF
SFER N THE REGISTER THEREFOR]

The terms set forth in this Assignment and Assumption are hereby agreed to:

ASSIGNOR

[NAME OF ASSIGNOR]

By:

_________________________________

Title:



ASSIGNEE

7e Schedule attached hereto

[Consented to andl 18 Accepted:

WELLS FARGO BANK, NATIONAL ASSOCIATION,
as Administrative Agent, [Issuing Lender] and Swingline Lender

By
Title:

[Consented to:] 19

LOUISVILLE GAS ANI) ELECTRIC COMPANY

By

____________________

Title:

[Consented to]:

[Issuing Lender] 20,

as Issuing Lender

By

____________________

Title:

[Consented to]:

(]OTNT LEAD ARRANGERS12’

WELLS FARGO BANK. N.A.

By:

_________________

Title:

BANK Of AMERICA, N.A.

By:

________________

Title:

is To be added only if the consent of the Administrative Agent is required by the terms of the Credit Agreement.

19

To be added only if the consent of the Borrower is required by the terms of the Credit Agreement.
20 Add all Issuing Lender signature blocks.
21 To be added if assinnment is made before Effective Date.



SCHEDULE

To Assignment and Assumption

its execution of this Schedule, the Assignee(s) agree(s) to the terms set forth in the attached Assignment and Assumption.

Assigned Interests:

Aggregate Amount of Commitment/jAmount of Commitment! Loans jPercentage Assigned of CUSW Number
ILoans for all Lenders 22 Assigned 23 ommitment/ Loans 24

Is Is

[NAME OF ASSIGNEE] 25 [and is an Affiliate of [ identjfy Lender]] 26

22 Amount to be adjusted by the counterparties to take into account any payments or prepayments made between the Trade Date and the
Effective Date.

23 Amount to be adjusted by the counterparties to take into account any payments or prepayments made between the Trade Date and the
Effective Date.

24 Set forth, to at least 9 decimals, as a percentage of the Commitment/Loans of all Lenders thereunder.
25 Add additional signature blocks, as needed.
26 Select as applicable.



ANNEX ito Assignment and Assumption

AMENDED AND RESTATED REVOLVING CREDIT AGREEMENT DATED AS OF NOVEMBER 6, 2012
BY AND AMONG

LOUISVILLE GAS AND ELECTRIC COMPANY, AS BORROWER,
THE LENDERS PARTY THERETO

AND WELLS FARGO BANK, NATIONAL ASSOCIATION,
AS AD?vIINISTRATIVE AGENT

STANDARD TERMS AND CONDITIONS FOR ASSIGNMENT AND ASSUMPTION

1. Representations and Warranties.
1.1 Assignor . [The] [Each] Assignor (a) represents and wan-ants that (1) it is the legal and beneficial owner of [the] [the

relevant] Assigned Interest, (ii) [the] [such] Assigned Interest is free and clear of any lien, encumbrance or other adverse claim and (iii) it has full
power and authority, and has taken all action necessary, to execute and deliver this Assignment and Assumption and to consummate the
transactions contemplated hereby; and (b) assumes no responsibility with respect to (i) any statements, warranties or representations made in or in
connection with the Credit Agreement or any other Loan Document, (ii) the execution, legality, validity, enforceability, genuineness, sufficiency
or value of the Loan Documents or any collateral thereunder, (iii) the fmancial condition of the Borrower, any of its Subsidiaries or Affiliates or
any other Person obligated in respect of any Loan Document or (iv) the performance or observance by the Borrower, any of its Subsidiaries or
Affiliates or any other Person of any of their respective obligations under any Loan Document.

1.2. Assignee . [The] [Each] Assignee (a) represents and warrants that (i) it has full power and authority, and has taken all
action necessary, to execute and deliver this Assignment and Assumption and to consummate the transactions contemplated hereby and to become
a Lender under the Credit Agreement, (ii) it meets all requirements of an Eligible Assignee under the Credit Agreement (subject to receipt of such
consents as may be required under the Credit Agreement), (iii) from and after the Effective Date, it shall be bound by the provisions of the Credit
Agreement as a Lender thereunder and, to the extent of the Assigned interest, shall have the obligations of a Lender thereunder, (iv) it has
received a copy of the Credit Agreement, together with copies of the most recent fmancial statements delivered pursuant to Section 6.01 thereof,
as applicable, and such other documents and infonnation as it has deemed appropriate to make its own credit analysis and decision to enter into
this Assignment and Assumption and to purchase [the] [the relevant] Assigned Interest on the basis of which it has made such analysis and
decision independently and without reliance on the Administrative Agent or any other Lender, and (b) agrees that (i) it will, independently and
without reliance on the Administrative Agent, [the] [any] Assignor or any other Lender, and based on such documents and information as it shall
deem approptiate at the time, continue to make its own credit decisions in taking or not taking action under the Loan Documents, and (ii) it will

-. perform in accordance with their terms all of the obligations that by the terms of the Loan Documents are required to be performed by it as a-

N der.

2. Payments . From and after the Effective Date, the Administrative Agent shall make all payments in respect of the Assigned
Interest (including payments of principal, interest, fees and other amounts) to the Assignor for amounts that have accrued to but excluding the
Effective Date and to the Assignee for amounts that have accrued from and after the Effective Date.

3. General Provisions. This Assignment and Assumption shall be binding upon, and inure to the benefit of, the parties hereto and
their respective successors and assigns. This Assignment and Assumption may be executed in any number of counterparts, which together shall
constitute one instrument. Delivery of an executed counterpart of a signature page of this Assignment and Assumption by telecopy shall be
effective as delivery of a manually executed counterpart of this Assignment and Assumption. This Assignment and Assumption shall be governed
by and construed in accordance with the internal laws of the State of New York.



EXHIBIT D

Forms of Opinions of Counsel for the Borrower

[DateJ

To the Administrative Agent and
each of the Lenders party to the Revolving
Credit Agreement referred to below

Re: Louisville Gas and Electric Company
$500,000,000 Amended and Restated Revolving Credit Agreement

Ladies and Gentlemen:

We have acted as special counsel to Louisville Gas and Electric Company, a Kentucky corporation (the “Company”), in connection with the
negotiation, execution and delivery of the $500,000,000 Amended and Restated Revolving Credit Agreement dated as of November 6, 2012,
among the Company, Wells Fargo Bank, National Association, as Administrative Agent, Issuing Lender and Swingline Lender, and the other
Lenders from time to time party thereto (such Revolving Credit Agreement as so amended, the “Agreement”). This letter is being delivered to
you at the request of the Company pursuant to Section 4.01(e) of the Agreement.

In preparing this letter, we have reviewed the Agreement[, and the Notes of the Company executed and delivered by the Company on the date
hereof (the “Notes”),] and the other documents executed and delivered by the Company in connection with the Agreement. We have also
reviewed the Orders of the Kentucky Public Service Commission (“KPSC”) dated September 30, 2010, October 11, 2011 and

__________,

2012
(Case Nos. 2010-00205, 2011-0038 and 2012- ), in connection with the Agreement (the “KPSC Orders”).

Subject to the assumptions, qualifications and other limitations set forth below, it is our opinion that:

1. The Agreement constitutes the valid and legally binding agreement of the Company, enforceable against the Company in
accordance with its terms.

2. [The Notes constitute the valid and legally binding obligations of the Company, enforceable against the Company in accordance
with their tenns.J

3. The Company is not an “investment company” within the meaning of the Investment Company Act of 1940, as amended.

4. The borrowings under the Agreement and the use of proceeds thereof as contemplated by the Agreement do not violate
Regulation U or X of the Board of Governors of the federal Reserve System.

In rendering our opinions, we have (a) without independent verification, relied, with respect to factual matters, statements and conclusions, on
certificates, notifications and statements, whether written or oral, of governmental officials and individuals identified to us as officers and
representatives of the Company and on the representations made by the Company in the Agreement and other documents delivered to you in
connection therewith and (b) reviewed originals, or copies of such agreements, documents and records as we have considered relevant and
necessary as a basis for our opinions. We note that, as counsel to the Company, we do not represent it generally and there may be facts relating to
the Company of which we have no knowledge.

We have assumed (a) the accuracy and completeness of all certificates, agreements, documents, records and other materials submitted to us; (b)
the authenticity of original certificates, agreements, documents, records and other materials submitted to us; (c) the conformity with the originals
of any copies submitted to us; (d) the genuineness of all signatures; (e) the legal capacity of all natural persons; (f) that the Agreement constitutes
the valid, legally binding and enforceable agreement of the parties thereto under all applicable law (other than, in the case of the Company, the
law of the State of New York); (g) that the Company (i) is duly organized, validly existing and in good standing under the law of its jurisdiction of
organization, (ii) has the power to execute and deliver, and to perform its obligations under, the Agreement [and the Notes], (iii) has duly taken
or caused to be taken all necessary action to authorize the execution, delivery and performance by it of the Agreement [and the Notes] and (iv) has
duly executed and delivered the Agreement [and the Notes;]; (h) that the execution and delivery by the Company of, and the performance by the
Company of its obligations under, the Agreement and the Notes does not and will not (i) breach or violate (A) its Amended and Restated Articles
of Incorporation or Bylaws, (B) any agreement or instrument to which the Company or any of its affiliates is a party or by which the Company or
any of its affiliates or any of their respective properties may be bound, (C) any authorization, consent, approval or license (or the like) of or
exemption (or the like) from, or any registration or filing (or the like) with, or report or notice (or the like) to, any governmental unit, agency,
conmiission, department or other authority granted to or otherwise applicable to the Company or any of its affiliates or any of their respective
properties (each a “Governmental Approval”), (D) any order, decision, judgment or decree that may be applicable to the Company or any of its
‘ffiliates or any of their respective properties, or (E) any law (other than the law of the State of New York and the federal law of the United

or (ii) require any Governmental Approval (other than the KPSC Orders, which we assume to have been duly granted and to remain in full
force and effect); (h) that the Company is engaged only in the businesses described in its Annual Report on Form 10-K for the year ended
December 31, 2011 filed with the Securities and Exchange Commission; (i) that there are no agreements, understandings or negotiations between
the parties not set forth in the Agreement that would modify the tenns thereof or the nights and obligations of the parties thereunder; and (j) for
purposes of our opinion in paragraph 1 as it relates to the choice-of-law provisions in the Agreement, that the choice of law of the State of New



York as the governing law of the Agreement would not result in a violation of an important public policy of another state or country having
greater contacts with the transactions contemplated by the agreement than the State of New York.

Our opinions are subject to and limited by the effect of (a) applicable bankruptcy, insolvency, fraudulent conveyance, fraudulent transfer,
eceivership, consen-atorship, arrangement, moratorium and other similar laws affecting and relating to the rights of creditors generally; (b)
neral equitable principles; (c) requirements of reasonableness, good faith, fair dealing and materiality; (d) Article 9 of the Uniform Commercial

..ode regarding restrictions on assignment or transfer of rights; and (e) additionally in the case of (i) indemnities, a requirement that facts, known
to the indenmitee but not the indemnitor, in existence at the time the indemnity becomes effective that would entitle the indemnitee to
indemnification be disclosed to the indenmitor, and a requirement that an indemnity provision will not be read to impose obligations upon
indenmitors which are neither disclosed at the time of its execution nor reasonably within the scope of its terms and overall intention of the parties
at the time of its making, (ii) waivers, Sections 9-602 and 9-603 of the Uniform Commercial Code, and (iii) indemnities, waivers and exculpatory
provisions, public policy.

We express no opinion with respect to the following sections of the Agreement: (i) Section 9.02 (cumulative remedies), (ii) provisions relating to
rules of evidence or quantum of proof, (iii) Section 9.07 (submission to jurisdiction and waiver of inconvenient forum), insofar as such sections
relate to federal courts (except as to the personal jurisdiction thereof), and (choice of venue, i.e., requiring actions to be commenced in a particular
court in a particular jurisdiction), and (iv) Section 9.11 (waiver ofjuiy trial), insofar as such section is sought to be enforced in a federal court.

We express no opinion as to the law of any jurisdiction other than the law of the State of New York and the federal law of the United States of
America, and in each case, only such law that in our experience is normally applicable to transactions of the type contemplated by the Agreement
and excluding (i) any law that is part of a regulatory regime applicable to specific assets or businesses of the lenders and (ii) the statutes and
ordinances, the administrative decisions, and the rules and regulations of counties, towns, municipalities and special political subdivisions.

This letter speaks only as of the date hereof. We have no responsibility or obligation to update this letter or to take into account changes in law or
facts or any other development of which we may later become aware.

This letter is delivered by us as special counsel for the Company solely for your benefit lii connection with the transaction referred to herein and
may not be used, circulated, quoted or otherwise referred to or relied upon for any other purpose or by any other person or entity without our prior
written consent.

Very truly yours,



___________
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To the Administrative Agent
d each of the Lenders party to

ie Credit Agreement referred to below

Re: $500.000.000 Amended and Restated Revolving Credit Agreement

Ladies and Gentlemen:

I am Vice President and Deputy General Counsel — Legal and Environmental Affairs of Louisville Gas and Electric Company (the
“Borrower”), and have acted as counsel to the Borrower in connection with the $500,000,000 Amended and Restated Revolving Credit Agreement
dated as of November 6, 2012, among the Borrower, Wells Fargo BanIc, National Association, as Administrative Agent, Issuing Lender and
Swingline Lender and the Lenders party thereto from time to time (the “Agreement”). Capitalized terms used but not defined herein have the
meanings assigned to such terms in the Agreement.

I am familiar with the Agreement[, the Notes of the Borrower executed and delivered by the Borrower on the date hereof (the “Notes”),J
and other documents executed and delivered by the Borrower in connection with the Agreement. I also have examined such other documents and
satisfied myself as to such other matters as I have deemed necessary in order to render this opinion.

In rendering this opinion. I have assumed: (a) the genuineness of the signatures on all documents and instruments (other than the
signatures of officers of the Borrower), the authenticity of all documents submitted as originals, the conformity to originals of all documents
submitted as photostatic or certified copies, and the accuracy and completeness of all corporate records made available to me by the Borrower; (b)
the due execution and delivery of the Agreement by the Lenders party thereto; and (c) that the Agreement constitutes the legal, valid and binding
obligation of the Lenders party thereto.

Based on the foregoing, I am of the opinion that:

1. The Borrower is duly incorporated, validly existing and in good standing under the laws of the Commonwealth of Kentucky, and
has the corporate power to make and perform the Agreement [and the Notes].

2. The execution, delivery and performance by the Borrower of the Agreement [and the Notes] have been duly authorized by the
orrower and do not violate any provision of law or regulation, or any decree, order, writ or judgment applicable to the Borrower, or any
jovision of the Borrower’s certificate of incorporation, by-laws or board or shareholder resolutions, or result in the breach of or constitute a
default under any indenture or other agreement or instrument known to me to which the Borrower is a party.

3. [Each of] [T][tJAgreement [and the Notes] has been duly executed and delivered by the Borrower.

4. Except as disclosed in or contemplated by the Agreement or the Borrower’s fmancial statements referred to in Sections 5.04(a)
or 5.04(b) of the Agreement, or otherwise furnished in writing to the Administrative Agent and the Lenders, no litigation, arbitration or
administrative proceeding or inquiry is pending, or to my knowledge, threatened, which would reasonably be expected to materially adversely
affect the ability of the Borrower to perform any of its obligations under the Agreement [or the NotesJ. To my knowledge, there is no litigation,
arbitration or administrative proceeding pending or threatened that questions the validity of the Agreement [or the Notes].

5. There have not been any “reportable events,” as that term is defined in Section 4043 of the Employee Retirement Income
Security Act of 1974, as amended, which would result in a material liability of the Borrower.

6. The

___________,

20_ and the

___________,

2012 Orders of the Kentucky Public Service Commission (the “KPSC”) relating
to the Agreement is in full force and effect, and no further authorization, consent or approval from any Governmental Authority is required for the
execution, delivery and performance of the Agreement by the Borrower or for the borrowings by the Borrower thereunder, except such
authorizations, consents and approvals as have been obtained prior to the date hereof which authorizations, consents and approvals are in full
force and effect.

In rendering its opinion to the addressee hereof, Pillsbury Winthrop Shaw Pittman LLP may rely as to matters of Kentucky law addressed
herein upon this letter as if it were addressed directly to them. Except as aforesaid, without my prior written consent, this op’on may not be
furnished or quoted to, or relied upon by, any other person or entity for any purpose.

Very truly yours,



Exhibit 10(ff)

CLIFFORD CliffordChanceLLP
HANCE

Execution Version

DATED DFCEIvIBER 2012

PPL WW HOLDINGS LTD.

AS THE COMPANY

LLOYDS TSB BANK PLC

AND

MIZUI4O CORPORATE BANK, LTD.

AS JOINT COORDINATORS AND BOOKRUNNERS

BARCLAYS BANK PLC,

COMMONWEALTH BANK Of AUSTRALIA,

HSBC BANK PLC

LLOYDS TSB BANK PLC,

MIZUI4O CORPORATE BANK, LTD.,

THE BANK Of TOKYO-MJTSUB1SHi UFJ, LTD.
AND

THE ROYAL BANK OF SCOUAND PLC

AS MANDATED LEAD ARRANGERS

AND

MIZUHO CORPORATE BANK, LTD.

AS FACILITY AGENT

£210,000,000 MULTICURRENCY REVOLVING

FACILITY AGREEMENT



CONTENTS

Clause Page

fl
.f Interpretation 1

2 The Facility 21

3 Purpose 23

4 Conditions Precedent 23

5 Utilisation 24

6 Optional Currencies 26

7 Repayment 26

8 Prepayment and Cancellation 2$

9 Interest 30

10 Terms 31

11 Market Disruption 32

12 Tax gross-up and indemnities 33

13 Increased Costs 42

14 Mitigation 42

15 Payments

16 Permitted Reorganisation 47

17 Representations 47

18 Information Covenants 51

19 Financial Covenants 55

20 General Covenants
21 Default 65

22 The Administrative Parties 68

Evidence and Calculations 75

Fees 76

25 Indenmities and Break Costs
26 Expenses 78

27 Amendments and Waivers 78

28 Changes to the Parties 81

29 Confidentiality and Disclosure of Information 87

30 Set-off 90

31 Pro rata sharing 90

32 Severability 91

33 Counterparts 92

34 Notices 92

35 Language 93

36 Governing law 94

37 Enforcement 94

Schedule 1 Original Parties 95

Schedule 2 Conditions Precedent Documents 96

Schedule 3 Requests 97

Schedule 4 Calculation of the Mandatory Cost 98

Schedule 5 Form of Transfer Certificate 101

Schedule 6 Form of Compliance Certificate 104

Schedule 7 Form of Increase Confu-mation 105

Schedule 8 Timetables 107

Schedule 9 Forms of notifiable debt purchase transaction notice 108

°art I Form of notice on entering into notifiable debt purchase transaction 108

rt II Form of notice on termination of notifiable debt purchase transaction/notifiable debt purchase transaction ceasing to be with

relevant person 109

Schedule JO Form of Subordination Deed Ill

Schedule 11 Form of Distribution Certificate 123





THIS AGREEMENT is dated December 2012

fETWEEN:

(1) PPL WW HOLDINGS LTD. (registered number 04267536) (the” Company “);

(2) LLOYDS TSB BANK PLC and MIZUMO CORPORATE BANK, LTD. as joint coordinators and booknmners (the “ Co
ordinators “);

(3) BARCLAYS BANK PLC, COMMONWEALTH BANK OF AUSTRALIA, HSBC BANK PLC, LLOYDS TSB BANK PLC,
MIZUIIO CORPORATE BANK. LTD., THE BANK OF TOKYO-MITSUBISHI UFJ, LTD. AND THE ROYAL BANK OF
SCOTLAND PLC as mandated lead arrangers (whether acting individually or together the” Arranger “);

(4) THE FINANCIAL INSTITUTIONS listed in Schedule I (Original Parties ) as original lenders (the” Original Lenders “); and

(5) MIZUHO CORPORATE BANK, LTD. as facility agent (the” Facility Agent “).

IT IS AGREED as follows:

1. INTERPRETATION

1.1 Definitions

In this Agreement:

Acceptable Bank ‘ means a bank or fmancial institution which has a rating for its long-term unsecured and non credit-enhanced debt
obligations of A- or higher by Standard & Poor’s Rating Services or A- or higher by Fitch Ratings Ltd or A3 or higher by Moody’s
Investor Services Limited or a comparable rating from an internationally recognised credit rating agency.

“Acceptable Jurisdiction “ means:

(a) the United States of America;

(b) the United Kingdom; or

(c) any other member state of the European Union or any Participating Member State where such country has long term sovereign
credit rating of AA or higher by Standard & Poor’s Rating Services or Aa2 or higher from Moody’s Investor Services Limited or
AA or higher from Fitch Ratings Ltd.

“Act” means the Electricity Act 1989 and, unless the context otherwise requires, alt subordinate legislation made pursuant thereto.

“Administrative Party means the Arranger or the Facility Agent.

“Affiliate “means a Subsidiary or a Holding Company of a person or any other Subsidiary of that Holding Company. Notwithstanding
the foregoing and in so far as it relates to The Royal Bank of Scotland plc as a Lender, the term “ Affiliate “ shall not include (1) the UK
government or any member or instrumentality thereof, including Her Majesty’s Treasury and UK Financial Investments Limited (or any
directors, officers, employees or entities thereof) or (ii) any persons or entities controlled by or under conunon control with the UK
government or any member or instrumentality thereof (including Her Majesty’s Treasury and UK financial Investments Limited) and
which are not part of The Royal Bank of Scotland Group plc and its subsidiary or subsidiary undertakings.

Agent’s Spot Rate of Exchange “ means the Facility Agent’s spot rate of exchange for the purchase of the relevant currency in the
London foreign exchange market with the Base Currency at or about 11.00 a.m. on a particular day.

Applicable Accounting Principles “ means those accounting principles, standards and practices generally accepted in the United



Kingdom and the accounting and reporting requirements of the Companies Act 2006, in each case as used in the Original Financial
Statements.. 11 Authority” means The Gas and Electricity Markets Authority established under Section 1 of the Utilities Act 2000.

“Available Commitment” means a Lender’s Commitment minus:

(a) the Base Currency Amount of its participation in any outstanding Loans; and

(b) in relation to any proposed Loans, the Base Currency Amount of its participation in any Loans that are due to be made on or
before the proposed Drawdown Date,

other than that Lender’s participation in any Loans that are due to be repaid or prepaid on or before the proposed Drawdown Date.

“Available facility “ means the aggregate for the time being of each Lender’s Available Commitment.

“Availability Period “means the period from and including the date of this Agreement to and including the date falling one month prior
to the Final Maturity Date.

Balancing and Settlement Code means the document, as modified from time to time, setting out the electricity balancing and
settlement arrangements designated by the Secretary of State and adopted by The National Grid Company plc (Registered No. 2366977)
or its successor pursuant to its transmission licence.

“Balancing and Settlement Code framework Agreement “ means the agreement of that title, in the form approved by the Secretary of
State, as amended from time to time, to which a Distribution Company is a party and by which the Balancing and Settlement Code is
made binding upon that Distribution Company.

“Base Currency “ means Sterling.

“Base Currency Amount “ means, in relation to a Loan, the amount specified in the Request delivered by the Borrower for that Loan
(or, if the amount requested is not denominated in the Base Currency, that amount converted into the Base Currency at the Agent’s Spot
Rate of Exchange on the date which is three Business Days before the Drawdown Date or, if later, on the date the Facility Agent receives
the Request) adjusted to reflect any repayment or prepayment of the Loan.

Basel III “ means:

(a) the agreements on capital requirements, a leverage ratio and liquidity standards contained in”Basel Ill: A global regulatory
framework for more resilient banks and banking systems”, “Basel III: International framework for liquidity risk measurement,
standards and monitoring” and “Guidance for national authorities operating the countercyclical capital buffer” published by the
Basel Committee on Banking Supervision in December 2010, each as amended, supplemented or restated;

(b) the rules for global systematically important banks contained in “Global systematically important banks: assessment
methodology and the additional loss absorbency requirement — Rules text” published by the Basel Committee on Banking
Supervision in November 2011, as amended, supplemented or restated; and

(c) any further guidance or standards published by the Basel Committee on Banking Supervision relating to “Basel III”.

Borrower “ means the Company or any person which becomes the Borrower after the date of this Agreement in accordance with
Clause 28.1 (Assignments and transfers by the Borrower).

Break Costs “ means the amount (if any), calculated in accordance with Clause 25.3 ( Break Costs ), which a Lender is entitled to
receive under this Agreement as compensation if any part of a Loan or overdue amount is prepaid.

“Business Day “means a day (other than a Saturday or a Sunday) on which commercial banks are open in London, and:

(a) (in relation to any date for payment or purchase of a currency other than euro) the principal fmancial centre of the country of



that currency; or

(b) (in relation to any date for payment or purchase of euro) any TARGET Day.

Commitment” means:

(a) in relation to an Original Lender, the amount in the Base Currency set opposite its name under the heading “Commitment” in
Schedule 1 (Original Parties ) and the amount of any other Commitment transferred to it under this Agreement or assumed by
it in accordance with Clause 2.2 ( hicrease); and

(b) in relation to any other Lender, the amount in the Base Currency of any Commitment transferred to it under this Agreement or
assumed by it in accordance with Clause 2.2 (Increase),

to the extent not cancelled, reduced or transferred by it under this Agreement.

Compliance Certificate “means a certificate substantially in the form of Schedule 6 ( form of Compliance Certjflcate) setting out,
among other things, calculations of the fmancial covenants.

“Confidential Information “means all information relating to each of the Company and its Subsidiaries, PPL WEM Holdings plc and
its Subsidiaries, PPL Corporation and any of its Subsidiaries which directly or indirectly holds shares in the Company or PPL WEM
Holdings plc, and the directors, officers and employees of any of them (the “Extended Group “), the Finance Documents or the Facility
of which a Finance Party becomes aware in its capacity as, or for the purpose of becoming, a Finance Party or which is received by a
Finance Party in relation to, or for the purpose of becoming a Finance Party under, the Finance Documents or the Facility from either:

(a) any member of the Extended Group or any of its advisers; or

(b) another Finance Party, if the information was obtained by that Finance Party directly or indirectly from any member of the
Extended Group or any of its advisers,

in whatever form, and includes information given orally and any document, electronic file or any other way of representing or recording
information which contains or is derived or copied from such information but excludes information that:

(i) is or becomes public information other than as a direct or indirect result of any breach by that Finance Party of Clause
29 ( CoiJIdentiality and disclosure ofi,tformation); or

(ii) is identified in writing at the time of delivery as non-confidential by any member of the Extended Group or any of its
advisers; or

(iii) is known by that Finance Party before the date the information is disclosed to it in accordance with paragraphs (a) or
(b) above or is lawfully obtained by that finance Party after that date, from a source which is, as far as that finance
Party is aware, unconnected with the Group and which, in either case, as far as that Finance Party is aware, has not
been obtained in breach of, and is not otherwise subject to, any obligation of confidentiality.

“Confidentiality Undertaking” means a confidentiality undertaking substantially in a recommended form of the LMA or in any other
form agreed between the Borrower and the Facility Agent.

“Contribution Notice “means a contribution notice issued by the Pensions Regulator under section 38 or section 47 of the Pensions Act
2004.

CTA 2009 “ means the Corporation Tax Act 2009.

“CTA 2010” means the Corporation Tax Act 2010.

“Debt Purchase Transaction “means, in relation to a person, a transaction where such person:

(a) purchases by way of assignment or transfer;



(b) enters into any sub-participation in respect of; or

(c) enters into any other agreement or arrangement having an economic effect substantially similar to a sub-participation in respect
of,

any Commitment or amount outstanding under this Agreement.

Default means:

(a) an Event of Default; or

(b) an event which would be (with the lapse of time, the expily of a grace period, the giving of notice or the making of any
determination under the Finance Documents or any combination of them) an Event of Default.

Defaulting Lender means any Lender:

(a) which has failed to make its participation in a Loan available or has notified the Facility Agent that it will not make its
participation in a Loan available by the Drawdown Date of that Loan in accordance with Clause 5.4 (Advance ofLoan);

(b) which has otherwise rescinded or repudiated a Finance Document; or

(c) with respect to which an Insolvency Event has occurred and is continuing,

unless, in the case of paragraph (a) above:

(i) its failure to pay is caused by:

(A) administrative or technical error; or

(B) a Disruption Event,

and payment is made within five Business Days of its due date; or

(ii) the Lender is disputing in good faith whether it is contractually obliged to make the payment in question.

Disruption Event ‘ means either or both of:

(a) a material disruption to those payment or communications systems or to those financial markets which are, in each case,
required to operate in order for payments to be made in connection with the Finance Documents (or otherwise in order for the
transactions contemplated by the finance Documents to be carried out) which disruption is not caused by, and is beyond the
control of, any of the Parties: or

(b) the occurrence of any other event which results in a disruption (of a technical or systems-related nature) to the treasury or
payments operations of a Party preventing that, or any other Party:

(i) from performing its payment obligations under the finance Documents; or

(ii) from communicating with other Parties in accordance with the terms of the finance Documents,

and which (in either such case) is not caused by, and is beyond the control of, the Party whose operations are disrupted.

Distribution Certificate “means a distribution certificate substantially in the form of Schedule 11 (Form ofDistribution Certificate).

Distribution Companies ‘ means Western Power Distribution (South West) plc and Western Power Distribution (South Wales) plc
and any other distribution company which is licensed by OfGEM or any successor regulatory body as a distribution network operator



and owned (whether directly or indirectly) by the Borrower from time to time including Western Power Distribution (West Midlands) plc
and Western Power Distribution (East Midlands) plc if owned (whether directly or indirectly) by the Borrower.

Drawdown Date “ means each date on which a Loan is made.

Environment” means humans, animals, plants and all other living organisms including the ecological systems of which they form part
and the following media:

(a) air (including, without limitation, air within natural or man-made structures, whether above or below ground);

(b) water (including, without limitation, territorial, coastal and inland waters, water under or within land and water in drains and
sewers); and

(c) land (including, without limitation, land under water).

Environmental Claim “means any claim, proceeding, formal notice or investigation by any person in respect of any Environmental
Law.

Environmental Law ‘ means any applicable law or regulation which relates to:

(a) the pollution or protection of the Environment;

(b) the conditions of the workplace; or

(c) the generation, handling, storage, use, release or spillage of any substance which, alone or in combination with any other, is
capable of causing harm to the Environment, including, without limitation, any waste.

EURIBOR “means, in relation to any Loan in euro:

(a) the applicable Screen Rate; or

(b) (if no Screen Rate is available for the Interest Period of that Loan) the Reference Bank Rate,

as of the Specified Time on the Rate fixing Day for euro and for a period comparable to the Interest Period of that Loan, and if any such
rate is below zero EURIBOR will be deemed to be zero.

Existing RCF “ means a £150,000,000 revolving credit facility agreement dated 24 January 2007 and entered into inter a/ia between
the Company, Lloyds TSB Bank plc as facility agent and the other fmancial institutions listed therein.

Event of Default “ means an event specified as such in this Agreement.

Facility “ means the multicurrency revolving credit facility made available under this Agreement as described in sub-clause 2.1 of
Clause 2 ( The facility).

Facility Office “ means the office(s) notified by a Lender to the Facility Agent:

(a) on or before the date it becomes a Lender; or

(b) by not less than five Business Days’ notice,

as the office(s) through which it will perform its obligations under this Agreement.

fee Letter “ means any letter entered into by reference to the Facility between one or more Administrative Parties and the Borrower
setting out the amount of certain fees referred to in the Agreement.

Final Maturity Date “ means the fourth anniversary of the date of this Agreement.



Finance Document “ means:

(a) this Agreement;

(b) a Fee Letter;

(c) a Transfer Certificate; or

(d) any other document designated as such by the Facility Agent and the Borrower.

Finance Party ‘ means a Lender or an Administrative Party.

Financial Indebtedness “means any indebtedness for or in respect of:

(a) moneys borrowed;

(b) any acceptance credit;

(c) any bond, note, debenture, loan stock or other similar instrument;

(d) any redeemable preference share;

(e) any fmance or capital ]ease;

(f) receivables sold or discounted (otherwise than on a non-recourse basis);

(g) the acquisition cost of any asset to the extent payable after its acquisition or possession by the party liable where the deferred
payment is arranged primarily as a method of raising finance or fmancing the acquisition of that asset;

(h) any derivative transaction protecting against or benefiting from fluctuations in any rate or price (and, except for non-payment of
an amount, the then mark to market value of the derivative transaction will be used to calculate its amount);

(i) any other transaction (including any forward sale or purchase agreement) which has the commercial effect of a borrowing;

(j) any counter-indemnity obligation in respect of any guarantee, indemnity, bond, letter of credit or any other instrument issued by
a bank or financial institution; or

(k) any guarantee, indenmity or similar assurance against financial loss of any person in respect of any item referred to in
paragraphs (a) to (j) above.

Financial Support Direction ‘ means a financial support direction issued by the Pensions Regulator under section 43 of the Pensions
Act 2004.

Group “means the Borrower and its Subsidiaries.

“Holding Company “ means in relation to a person, any other person in respect of which it is a Subsidiary.

“Impaired Agent “ means the facility Agent at any time when:

(a) it has failed to make (or has notified a Party that it will not make) a payment required to be made by it under the Finance
Documents by the due date for payment;

(b) the Facility Agent otherwise rescinds or repudiates a Finance Document;

(c) (if the Facility Agent is also a Lender) it is a Defaulting Lender under paragraph (a) or (b) of the definition of “Defaulting



Lender; or

(d) an Insolvency Event has occurred and is continuing with respect to the Facility Agent;

unless, in the case of paragraph (a) above:

(i) its failure to pay is caused by:

(A) administrative or technical error; or

(B) a Disruption Event,

and payment is made within five Business Days of its due date; or

(ii) the Facility Agent is disputing in good faith whether it is contractually obliged to make the payment in question.

Increase Confirmation means a confirmation substantially in the form set out in Schedule 7 (form ofhicrease Confirmation).

“Increase Lender “has the meaning given to that term in Clause 2.2 (Increase).

Increased Cost” means:

(a) an additional or increased cost;

(b) a reduction in the rate of return under a Finance Document or on a Finance Party’s (or its Affiliate’s) overall capital; or

(c) a reduction of an amount due and payable under any Finance Document,

which is incurred or suffered by a Finance Party or any of its Affiliates but only to the extent attributable to that finance Party having
entered into any Finance Document or funding or performing its obligations under any Finance Document.

Information Package “ means the information package in the form approved by the Company concerning the Group which was
prepared in relation to this transaction and distributed via debtdomain to selected financial institutions on 31 October 2012 and which is
entitled: “PPL WW Holdings Ltd Refmance Lender information Pack”.

“Insolvency Event” in relation to a Finance Party means that the finance Party:

(a) is dissolved (other than pursuant to a consolidation, amalgamation or merger);

(b) becomes insolvent or is unable to pay its debts or fails or admits in writing its inability generally to pay its debts as they become
due;

(c) makes a general assignment, arrangement or composition with or for the benefit of its creditors;

(d) institutes or has instituted against it, by a regulator, supervisor or any similar official with primary insolvency, rehabilitative or
regulatoiy jurisdiction over it in the jurisdiction of its incorporation or organisation or the jurisdiction of its head or home office,
a proceeding seeking a judgment of insolvency or bankruptcy or any other relief under any bankruptcy or insolvency law or
other similar law affecting creditors’ rights, or a petition is presented for its winding up or liquidation by it or such regulator,
supervisor or similar official;

(e) has instituted against it a proceeding seeking a judgment of insolvency or bankruptcy or any other relief under any bankruptcy
or insolvency law or other similar law affecting creditors’ rights, or a petition is presented for its winding up or liquidation, and,
in the case of any such proceeding or petition instituted or presented against it, such proceeding or petition is instituted or
presented by a person or entity not described in paragraph (d) above and:

(i) results in a judgment of insolvency or bankruptcy or the entry of an order for relief or the making of an order for its



winding up or liquidation; or

(ii) is not dismissed, discharged, stayed or restrained in each case within 30 days of the institution or presentation thereof

(f) has a resolution passed for its winding up, official management or liquidation (other than pursuant to a consolidation,
amalgamation or merger);

(g) seeks or becomes subject to the appointment of an administrator, provisional liquidator, conservator, receiver, trustee, custodian
or other similar official for it or for all or substantially all its assets;

(h) has a secured party take possession of all or substantially all its assets or has a distress, execution, attachment, sequestration or
other legal process levied, enforced or sued on or against all or substantially all its assets and such secured party maintains
possession, or any such process is not dismissed, discharged, stayed or restrained, in each case within 30 days thereafter;

(1) causes or is subject to any event with respect to it which, under the applicable laws of any jurisdiction, has an analogous effect
to any of the events specified in paragraphs (a) to (h) above; or

(j) takes any action in furtherance of, or indicating its consent to, approval of, or acquiescence in, any of the foregoing acts.

“ITA” means the Income Tax Act 2007.

Legal Reservations “means:

(a) the principle that equitable remedies may be granted or refused at the discretion of a court and the limitation of enforcement by
laws relating to insolvency, reorganisation and other laws generally affecting the rights of creditors;

(b) the time barring of claims under the Limitation Act 1980 and the foreign Limitation Periods Act 1984, the possibility that an
undertaking to assume liability for or indemnify a person against non-payment of UK stamp duty may be void and defences of
set-off or counterclaim;

(c) similar principles, rights and defences under the laws of any jurisdiction in which a member of the Group or a Holding
Company of the Borrower is incorporated; and

(d) any other matters which are set out as qualifications or reservations as to matters of law of general application in any legal
opinion provided under Schedule 2 ( Conditions Precedent Documents).

Lender means:

(a) an Original Lender; or

(b) any person which becomes a Lender after the date of this Agreement in accordance with Clause 2.2 ( Increase ) or Clause 2$
C’hanges to the Parties ),

which in each case has not ceased to be a Lender in accordance with the terms of this Agreement.

“LIBOR “ means for a Term of any Loan or overdue amount:

(a) the applicable Screen Rate; or

(b) (if no Screen Rate is available for the relevant currency or interest Period of that Loan) the Reference Bank Rate,

as of the Specified Time on the Rate Fixing Day for the currency of that Loan and for a period comparable to the Interest Period of that
Loan, and if any such rate is below zero LJBOR will be deemed to be zero.

Licence ‘ means:



(a) each electricity distribution licence made and treated as granted to a Distribution Company under Section 6(1 )(c) of the Act
pursuant to a licensing scheme made by the Secretary of State under Part II of Schedule 7 to the Utilities Act 2000 on 28
September, 2001; or

(b) any statutory amendment or replacement licence or licences granted pursuant to the Utilities Act 2000 (or any equivalent
legislation which supersedes the Utilities Act) which permit a Distribution Company to distribute electricity in the area it is
certified to operate in.

LMA means the Loan Market Association.

Loan “means, unless otherwise stated in this Agreement, the principal amount of each borrowing under this Agreement or the principal
amount outstanding of that borrowing.

Majority Lenders means, at any time, Lenders:

(a) whose share in the outstanding Loans and whose undrawn Commitments then aggregate 66 2 / per cent. or more of the
aggregate of all the outstanding Loans and the undrawn Commitments of all the Lenders;

(b) if there are no Loans then outstanding, whose undrawn Commitments then aggregate 66 2 / per cent, or more of the Total
Commitments; or

(c) if there are no Loans then outstanding and the Total Commitments have been reduced to zero, whose Commitments aggregated
66 2/3 per cent. or more of the Total Commitments immediately before the reduction.

Mandatory Cost ‘ means the cost of complying with certain regulatory requirements, expressed as a percentage rate per annum and
calculated by the Facility Agent under Schedule 4 ( Calculation of the Mandatory Cost).

“4iargin “means, provided that:

(a) at least one of Moody’s Investor Services Limited (“ Moody’s “) and Standard & Poor’s Ratings Services (“ Standard & Poor’s
) has provided a current rating in respect of the long-term, unsecured and non credit-enhanced debt obligations of the Borrower;

and

(b) no Event of Default is outstanding,

the rate set out in the table below:

Rating (lioody’s) Rating (Standard & Poor’s) Margin (per annum)
Less than or equal to Bal Less than or equal to BB+ 2.50%
Baa3 BBB- 1.80%
Baa2 BBB 1.60%
Baal or higher BBB+ or higher 1.40%

If the current Moody’s and Standard & Poor’s ratings in respect of the Borrower imply different Margin rates, the Margin shall be the
average of the two Margin rates implied. If only one of Moody’s and Standard & Poor’s provides a rating in respect of the long-term,
unsecured and non credit-enhanced debt obligations of the Borrower, that rating alone shall be used to determine the applicable Margin.
If neither Moody’s nor Standard & Poor’s provides a rating in respect of the long-term, unsecured and non credit-enhanced debt
obligations of the Borrower, or if an Event of Default is outstanding, the applicable Margin shall be 2.50% per annum. Any increase or
decrease in the Margin shall take effect on (1) the date on which the Moody’s and/or Standard & Poor’s rating in respect of the long-term,
unsecured and non credit-enhanced debt obligations of the Borrower is published or, as the case may be, changed or (ii) where the
Facility Agent receives notice from the Borrower or otherwise becomes aware that an Event of Default has occurred or has ceased to be
outstanding. with effect from the date on which such Event of Default occurs or ceases to be outstanding.

For the purposes of this definition, an Event of Default being “outstanding” means that it has not been remedied (as evidenced by the
Borrower to the Facility Agent (acting reasonably)) or waived.



Material Adverse Effect” means a material adverse effect on:

(a) the business, assets or fmancial condition of the Group taken as a whole;

(b) the ability of the Borrower to perform its payment obligations under the Finance Documents or its obligations under
Clauses 19.3 (Interest Cover) or 19.4 (Asset Cover) of this Agreement; or

(c) the validity or enforceability of the Finance Documents or the rights or remedies of any finance Party under any of the Finance
Documents.

“Maturity Date “ means the last day of the Term of a Loan.

“Measurement Date “ means the last day of a Measurement Period, being 31 March or 30 September.

Measurement Period “ means each period of twelve months ending on 31 March or 30 September.

New Lender “ has the meaning given to that term in sub-clause 28.2.1 of Clause 28.2 ( Assignments and transfers by Lenders).

OfGEItI “ means the Office of Gas and Electricity Markets.

Original financial Statements “ means the audited consolidated fmancial statements of the Company and each of Western Power
Distribution (South West) plc and Western Power Distribution (South Wales) plc for the year ended 31 March 2012.

Optional Currency “ means a currency (other than the Base Currency) which complies with the conditions set out in Clause 4.3
(Conditions relating to Optional Currencies).

Participating Member State “means any member state of the European Union that has the euro as its lawful currency in accordance
with the legislation of the European Union relating to Economic and Monetary Union.

“Party “means a party to this Agreement.

Pensions Regulator” means the body corporate called the Pensions Regulator established under Part I of the Pensions Act 2004.

Permitted Acquisition “means the acquisition by any member of the Group of an entity:

(a) which carries out a Permitted Business;

(b) which is incorporated or established in England or the European Union; and

(c) the Borrower has delivered to the facility Agent not later than three Business Days before the relevant member of the Group
legally commits to make such acquisition a certificate signed by two directors of the Borrower to which is attached a copy of the
latest audited accounts (or if not available, management accounts) of the target entity giving calculations showing in reasonable
detail that the Borrower would have remained in compliance with its obligations under Clause 19 (financial Covenants ) if the
covenant tests had been recalculated for the most recently ended Measurement Period consolidating the fmancial statements of
the target entity (consolidated if it has Subsidiaries) with the fmancial statements of the Group for such period on a pro fonna
basis and as if the consideration (including associated costs and expenses) for the proposed acquisition had been paid at the start
of that Measurement Period.

Permitted Business “means a business that:

(a) possesses characteristics similar to the regulated business of a distribution network operator, as carried out by any of the
Distribution Companies (a “ DNO Business “);

(b) provides facilities for and connected with a DNO Business:

(c) is complementary or ancillary’ to the operation of a DNO Business or any other business already conducted by an entity within



the Group;

(d) provides services to any member of the Group which are currently provided by third parties,

or any other business approved or consented to by the Facility Agent.

Permitted Reorganisation “means any amalgamation, demerger, merger, corporate reconstruction, reorganisation or transfer of assets
and assumption of liabilities between the Company and PPL WEM Holdings plc (the Reorganisation ) if:

(a) after the Reorganisation has occurred:

(i) the Company retains all of the rights and obligations under the Finance Documents in its capacity as Borrower; or

(ii) if the Company ceases to be the Borrower under the Finance Documents, the new Borrower is a limited liability
company incorporated in England and Wales and tax resident in the United Kingdom (or another jurisdiction agreed by
all the Lenders) and assumes all of the rights and obligations of the Company in its capacity as Borrower under the
Finance Documents,

(in each case, the New Borrower), and in each case:

(A) the New Borrower owns the entire issued share capital (whether directly or indirectly) of the Distribution
Companies held by the Company and PPL WEM Holdings plc immediately prior to such Reorganisation; and

(B) the entire issued share capital of the New Borrower is held (directly or indirectly) by PPL Corporation;

(b) the Facility Agent has received a legal opinion issued by an internationally recognised law finn and addressed to the Finance
Parties in relation to the obligations of the New Borrower under the finance Documents in form and substance satisfactory to. the Facility Agent;

(c) such Reorganisation is not otherwise materially adverse to the interests of the Finance Parties under the Finance Documents; and

(d) the facility Agent has received in form and substance satisfactory to the Facility Agent all documentation and other evidence
reasonably requested by the Facility Agent (for itself or on behalf of any Lender or any prospective new Lender) in order for the
Facility Agent or such Lender or any prospective new Lender to carry out and be satisfied it has complied with all necessary
“know your customer or other similar checks under all applicable laws and regulations where the New Borrower is not the
Company.

“PPL Group “means PPL Corporation and any of its Subsidiaries.

“Pro Rata Share “ means:

(a) for the purpose of determining a Lender’s share in a Loan, the proportion which its Available Commitment bears to the
Available Facility immediately prior to making the Loan; and

(b) for any other purpose on a particular date:

(i) the proportion which its Commitment bears to the Total Commitments on that date; or

(ii) if the Total Commitments have been cancelled, the proportion which its Commitments bore to the Total Commitments
immediately before being cancelled.

“PUHCA” means the Public Utility Holding Company Act of 2005, as amended, of the United States of America.

“Rate fixing Day “ means, in relation to any period for which an interest rate is to be determined:

(a) (if the currency is Sterling) the first day of that period;



(b) (if the currency is euro) two TARGET Days before the first day of that period; or

(c) (for any other currency) two Business Days before the first day of that period,

unless market practice differs in the Relevant Interbank Market for a currency, in which case the Rate Fixing Day for that currency will
be detennined by the Facility Agent in accordance with market practice in the Relevant Interbank Market (and if quotations would
normally be given by leading banks in the Relevant hiterbank Market on more than one day, the Rate Fixing Day will be the last of those
days).

“Reference Banks “means Lloyds TSB Bank plc. Mizuho Corporate Bank, Ltd. and The Royal Bank of Scotland plc and any other
bank or fmancial institution appointed as such by the Facility Agent (afier consultation with the Borrower) under this Agreement.

Reference Bank Rate “ means the arithmetic mean of the rates (rounded upwards to four decimal places) as supplied to the Facility
Agent at its request by the Reference Banks:

(a) in relation to LIBOR, as the rate at which the relevant Reference Bank could borrow funds in the London interbank market; or

(b) in relation to EURIBOR, as the rate at which the relevant Reference Bank could borrow funds in the European interbank market,

in the relevant currency and for the relevant period, were it to do so by asking for and then accepting interbank offers for deposits in
reasonable market size in that currency and for that period.

“Related Fund “in relation to a fund (the” first fund “), means a fund which is managed or advised by the same investment manager or
investment adviser as the first fund or, if it is managed by a different investment manager or investment adviser, a fund whose investment
manager or investment adviser is an Affiliate of the investment manager or investment adviser of the first fund.

Relevant Interbank Market “ means, in relation to euro, the European interbank market and, in relation to any other currency, the
London interbank market.

“Repeating Representations “ means the representations which are deemed to be repeated under this Agreement.

Representative” means any delegate, agent, manager, administrator, nominee, attomey, trustee or custodian.

“Request” means a request for a Loan, substantially in the relevant form set out in Schedule 3 (Requests).

“Rollover Loan” means one or more Loans:

(a) made or to be made on the same day that a maturing Loan is due to be repaid;

(b) the aggregate amount of which is equal to or less than the maturing Loan;

(c) in the same culTency as the maturing loan (unless it arose as a result of operation of Clause 6.2 ( Unavailability of currency fl;
and

(d) made or to be made to the Bonower for the purpose of refmancing a niaturing Loan.

“Screen Rate “ means:

(a) in relation to LIBOR. the London inter-bank offered rate for the relevant culTency and period displayed on the appropriate page
(being currently Reuters screen page LIBORO1 or LIBORO2) on the information service which publishes that rate; and

(b) in relation to EURifiOR, the percentage rate per annum determined by the Banking Federation of the European Union (or any
successor) for the relevant period displayed on the appropriate page (being currently Reuters screen page EURifiOROI) on the
infonnation service which publishes that rate,



displayed on the appropriate page of the Reuters screen. If the agreed page is replaced or service ceases to be available, the Facility Agent
may specify another page or service displaying the appropriate rate after consultation with the Borrower and the Lenders.

Secretary of State “ means the Secretary of State for Business, Innovation and Skills.

Security Interest” means any mortgage, pledge, lien, charge, assignment, hypothecation or security interest or any other agreement or
arrangement having a similar effect.

Specified lime” means a time determined in accordance with Schedule $ ( Timetable).

Subordination Deed “ means a docwnent substantially in the form set out in Schedule 10 (Form of Subordination Deed) duly
completed and executed by the parties thereto.

“Subsidiary” means:

(a) a subsidiary within the meaning of section 1159 of the Companies Act 2006; and

(b) unless the context otherwise requires, a subsidiary undertaking within the meaning of section 1162 of the Companies Act 2006.

TARGET 2 “ means the Trans-European Automated Real-Time Gross Settlement Express Transfer payment system which utilises
single shared platform and which was launched on 19 November 2007.

“TA1GEl Day “means any day on which TARGET 2 is open for the settlement of payments in euro.

“Tax” means any tax, levy, impost, duty or other charge or withholding of a similar nature (including any penalty, addition to tax or any
interest payable in connection with any failure to pay or any delay in paying any of the same).

Term “ means, in respect of a Loan, each period determined under this Agreement by reference to which interest on a Loan or an
overdue amount is calculated.

“Total Commitments “ means the aggregate of the Commitments, being £210,000,000 at the date of this Agreement.

Transfer Certificate “ means a certificate, substantially in the form of Schedule 5 ( Form of Transfer Cerqflcate ), with such
amendments as the Facility Agent may approve or reasonably require or any other form agreed between the Facility Agent and the
Borrower.

Transfer Date” means, in relation to a transfer, the later of:

(a) the proposed Transfer Date specified in the relevant Transfer Certificate; and

(b) the date on which the Facility Agent executes the relevant Transfer Certificate.

“U.K. “means the United Kingdom.

“Unpaid Sum “means any sum due and payable but unpaid by the Borrower under the Finance Documents.

“VAT “means:

(a) any tax imposed in compliance with the Council Directive of 2$ November 2006 on the common system of value added tax (EC
Directive 2006/112); and

(b) any other tax of a similar nature, whether imposed in a member state of the European Union in substitution for, or levied in
addition to, such tax referred to in paragraph (a) above, or imposed elsewhere.

1.2 Construction



1.2.1 The following definitions have the meanings given to them in Clause 19 (financial Covenants):

(a) Cash;

(b) Cash Equivalent Investments;

(c) Consolidated EBITDA;

(d) Interest Payable;

(e) Measurement Period;

(f) Regulatory Asset Base; and

(g) Total Net Debt.

1.2.2 In this Agreement, unless the contrary intention appears, a reference to:

(a) an amendment includes a supplement, novation, restatement or re-enactment and amended will be construed
accordingly;

(b) assets includes present and future properties, revenues and rights of every description;

(c) an authorisation includes an authorisation, consent, approval, resolution, licence, exemption, filing, registration or
notarisation;

(d) disposal means a sale, transfer, grant, lease or other disposal, whether voluntary or involuntary, and dispose will be
construed accordingly;

(e) indebtedness includes any obligation (whether incurred as principal or as surety) for the payment or repayment of
money;

(f) know your customer requirements are the identification checks that a finance Party requests in order to meet its
obligations under any applicable law or regulation to identify a person who is (or is to become) its customer;

(g) a person includes any individual, company, corporation, unincorporated association or body (including a partnership,
trust, joint venture or consortium), govennnent, state, agency, organisation or other entity whether or not having
separate legal personality;

(li) a regulation includes any regulation, rule, official directive, request or guideline (whether or not having the force of
law but. if not having the force of law, being of a type with which any person to which it applies is accustomed to
comply) of any governmental, inter-governmental or supranational body, agency, department or regulatory, self-
regulatory or other authority or organisation;

(i) the winding-up of a person includes the administration, dissolution or liquidation or other like process of that person,
any composition or arrangement with the creditors, amalgamation, reconstruction, reorganisation or consolidation
pursuant to Part XXVI of the Companies Act 2006 proposed or calTied out in respect of that person or a company
voltmtaiy arrangement pursuant to the Insolvency Act 1986 carried out or proposed in respect of that person;

(j) a currency is a reference to the lawful currency for the time being of the relevant country;

(k) save as set out in the defmition of Margin in Clause 1.1 (Definitions), a Default (other than an Event of Default) being
outstanding means that it has not been remedied or waived and an Event of Default being outstanding means that it
has not been waived;

(I) a provision of law is a reference to that provision as extended, applied, amended or re-enacted and includes any



subordinate legislation;

(m) a Clause, a Subclause or a Schedule is a reference to a clause or subclause of, or a schedule to, this Agreement;

(n) a person includes its successors in title, permitted assigns and permitted transferees;

(o) a Finance Document or another document is a reference to that Finance Document or other document as amended; and

(p) a time of day isa reference to London time.

1.2.3 Unless the contrary intention appears, a reference to a month or months is a reference to a period starting on one day in a
calendar month and ending on the numerically corresponding day in the next calendar month or the calendar month in which it
is to end, except that:

(a) if the numerically corresponding day is not a Business Day, the period will end on the next Business Day in that month
(if there is one) or the preceding Business Day (if there is not);

(b) if there is no numerically corresponding day in that month, that period will end on the last Business Day in that month;
and

(c) notwithstanding paragraph (a) above, a period which commences on the last Business Day of a month will end on the
last Business Day in the next month or the calendar month in which it is to end, as appropriate.

1.2.4 Unless expressly provided to the contrary in a Finance Document, a person who is not a party to a Finance Document may not
enforce any of its terms under the Contracts (Rights of Third Parties) Act 1999 and notwithstanding any term of any Finance
Document, the consent of any third party is not required for any variation (including any release or compromise of any liability)
or termination of that Finance Document.

1.2.5 Unless the contrary intention appears:

(a) a reference to a Party will not include that Party if it has ceased to be a Party under this Agreement;

(b) a word or expression used in any other finance Document or in any notice given in connection with any Finance
Document has the same meaning in that finance Document or notice as in this Agreement; and

(c) any obligation of the Borrower under the Finance Documents which is not a payment obligation remains in force for so
long as any payment obligation of the Borrower is or may be outstanding under the Finance Documents.

1.2.6 The headings in this Agreement do not affect its interpretation.

1.3 Currency symbols and definitions

1.3.1 “$“, “USD” and “dollars” denote the lawful currency of the United States of America.

1.3.2 “€“, “EUR” and “euro” denote the single currency of the Participating Member States.

1.3.3 “i”, ‘GBP’ and “Sterling” denote the lawful currency of the United Kingdom”

THE FACILIT Y

The Fadilit y

Subject to the terms of this Agreement, the Lenders make available to the Borrower a multicurrency revolving credit facility in an
aggregate amount equal to the Total Commitments.

2.2 Increase



2.2.1 The Borrower may by giving prior notice to the facility Agent by no later than the date faIling 10 Business Days afier the
effective date of a cancellation of:

(a) the Available Commitments of a Defaulting Lender in accordance with sub-clause 8.6.4 of Clause 8.6 ( Involuntaiy
prepayment and cancellation ); or

(b) the Commitments of a Lender in accordance with Clause 8.1 ( Mandatoiy prepayment — illegality),

request that the Total Commitments be increased (and the Total Commitments shall be so increased) in an aggregate amount up
to the amount of the Available Commitments or Connnitments so cancelled as follows:

(c) the increased Commitments will be assumed by one or more Lenders or other banks, fmancial institutions, trusts, funds
or other entities (each an “Increase Lender “) selected by the Borrower (each of which shall not be a member of the
Group and which is further acceptable to the Facility Agent (acting reasonably)) and each of which confirms its
willingness to assume and does assume all the obligations of a Lender corresponding to that part of the increased
Commitments which it is to assume, as if it had been an Original Lender;

(d) the Borrower and any Increase Lender shall assume obligations towards one another and/or acquire rights against one
another as the Borrower and the Increase Lender would have assumed and/or acquired had the Increase Lender been an
Original Lender;

(e) each Increase Lender shall become a Party as a Lender and any Increase Lender and each of the other Finance Parties
shall assume obligations towards one another and acquire rights against one another as that Increase Lender and those
Finance Parties would have assumed and/or acquired had the Increase Lender been an Original Lender;

(f) the Commitments of the other Lenders shall continue in full force and effect; and

(g) any increase in the Total Commitments shall take effect on the date specified by the Borrower in the notice referred to
above or any later date on which the conditions set out in sub-clause 2.2.2 below are satisfied.

2.2.2 An increase in the Total Commitments will only be effective on:

(a) the execution by the Facility Agent of an Increase Confirmation from the relevant Increase Lender; and

(b) in relation to an Increase Lender which is not a Lender immediately prior to the relevant increase the performance by
the Facility Agent of all necessary “know your customer” or other similar checks under all applicable laws and
regulations in relation to the assumption of the increased Commitments by that Increase Lender, the completion of
which the facility Agent shall promptly noti’ to the Borrower and the Increase Lender.

2.2.3 Each Increase Lender, by executing the Increase Confirmation, confirms (for the avoidance of doubt) that the facility Agent has
authority to execute on its behalf any amendment or waiver that has been approved by or on behalf of the requisite Lender or
Lenders in accordance with this Agreement on or prior to the date on which the increase becomes effective.

2.2.4 Unless the facility Agent otherwise agrees or the increased Commitment is assumed by an existing Lender, the Borrower shall,
on the date upon which the increase takes effect, pay to the facility Agent (for its own account) a fee of £1,750 and the
Borrower shall promptly on demand pay the facility Agent the amount of all costs and expenses (including legal fees)
reasonably incurred by it in connection with any increase in Commitments under this Clause 2.2.

2.2.5 The Borrower may pay to the Increase Lender a fee in the amount and at the times agreed between the Borrower and the
Increase Lender in a letter between the Borrower and the Increase Lender setting out that fee. A reference in this Agreement to a
fee Letter shall include any letter referred to in this paragraph.

2.2.6 Clause 28.4 (Limitation of responsibility ofExisting Lender ) shah apply mutatis mutandis in this Clause 2.2 in relation to an
Increase Lender as if references in that Clause to:



(a) an “Existing Lender’ were references to all the Lenders immediately prior to the relevant increase;

(b) the “New Lender” were references to that “Increase Lender”; and

(c) a “re-transfer” and “re-assignment” were references to respectively a “transfer” and” assignment “.“

2.2.7 Each Party (other than the Increase Lender) irrevocably authorises the facility Agent to execute any duly completed Increase
Confirmation on its behalf.

2.3 Nature of a Finance Party’s rights and obligations

Unless otherwise agreed by all the Finance Parties:

2.3.1 the obligations of a Finance Party under the finance Documents are several;

2.3.2 failure by a Finance Party to perform its obligations does not affect the obligations of any other Party under the Finance
Documents;

2.3.3 no finance Party is responsible for the obligations of any other Finance Party under the Finance Documents;

2.3.4 the rights of a Finance Party under the Finance Documents are separate and independent rights;

2.3.5 a debt arising under the Finance Documents to a finance Party is a separate and independent debt; and

2.3.6 a Finance Party may, except as otherwise stated in the Finance Documents, separately enforce those rights.

PURPOSE

Purpose

The Borrower shall apply all amounts borrowed by it under the facility towards the general corporate purposes of the Group (in relation
to each of the Distribution Companies, in compliance with its Licence) including, but not limited to, the refmancing of the Existing RCF.

3.2 No obligation to monitor

No Finance Party is bound to monitor or verify any amount borrowed pursuant to this Agreement.

4. CONDITIONS PRECEDENT

4.1 Conditions precedent documents

A Request may not be given until the facility Agent has notified the Borrower and the Lenders that it has received (or waived receipt of)
all of the documents and evidence set out in Schedule 2 ( Conditions Precedent Documents in form and substance satisfactory to the
facility Agent. The Facility Agent shall give this notification to the Borrower and the Lenders upon being so satisfied.

4.2 Further conditions precedent

The obligations of each Lender to participate in any Loan are subject to the further conditions precedent that on both the date of the
Request and the Drawdown Date for that Loan:

4.2.1 the Repeating Representations are correct in all material respects; and

4.2.2 no Default or, in the case of a Rollover Loan, no Event of Default is outstanding or would result from the Loan.

4.3 Conditions relating to Optional Currencies



4.3.1 A currency will constitute an Optional Currency in relation to a Loan if:

(a) it is readily available in the amount required and freely convertible into the Base Currency in the Relevant Interbank

Market on the Rate Fixing Day and the Drawdown Date for that Loan; and

(b) it is dollars, euro or has been approved by the Facility Agent (acting on the instructions of all the Lenders) on or prior

to receipt by the Facility Agent of the relevant Request for that Loan.

4.3.2 if the Facility Agent has received a written request from the Borrower for a currency to be approved under paragraph 4.3.1(b)

above, the Facility Agent will confirm to the Borrower by the Specified Time:

(a) whether or not the Lenders have granted their approval; and

(b) if approval has been granted, the minimum amount (and, if required, integral multiples) for any subsequent Loan in that

currency.

4.4 Maximum number

(a) Unless the Facility Agent agrees, a Request may not be given if, as a result, there would be more than 10 Loans

outstanding.

(b) Any Loan made by a single Lender under Clause 6.2 ( Unavailability ofa currency) shall not be taken into account in

this Clause 4.4.

UTILISATION

Giving of Requests

5.1.1 The Borrower may borrow a Loan by giving to the Facility Agent a duly completed Request not later than the Specified Time.

5.1.2 Each Request is irrevocable.

5.2 Completion of Requests

A Request for a Loan will not be regarded as having been duly completed unless:

5.2.1 the Drawdown Date is a Business Day falling within the Availability Period;

5.2.2 the currency and amount of the Request comply with Clause 5.3 ( Currency andAmount ), and;

5.2.3 the proposed Term complies with this Agreement.

Only one Loan may be requested in a Request.

5.3 Currency and amount

5.3.1 The currency specified in a Request must be the Base Currency or an Optional Currency.

5.3.2 The amount of the proposed Loan must be:

(a) if the currency selected is the Base Currency, a minimum of £5,000,000 and an integral multiple of £1,000,000 or, if

less, the Available Facility; or

(b) if the currency selected is dollars, a minimum of $5,000,000 and an integral multiple of $1,000,000 or, if less, the

Available Facility; or



(c) if the currency selected is euro, a minimum of EUR5,000,000 and an integral multiple of EUR1,000,000 or, if less, the
Available Facility; or

(d) if the currency selected is an Optional Currency, the minimum amount (and, if required, integral multiple) specified by
the facility Agent pursuant to paragraph (b) of Clause 4.3.2 ( Conditions relating to Optional Currencies ) or, if less,
the Available Facility; and

(e) in any event such that its Base Currency Amount is less than or equal to the Available facility.

5.4 Advance of Loan

5.4.1 The Facility Agent must promptly notify each Lender of the details of the requested Loan and the amount of its share in that
Loan.

5.4.2 The amount of each Lenders share of the Loan will be its Pro Rata Share on the proposed Drawdown Date.

5.4.3 No Lender is obliged to participate in a Loan if as a result:

(a) its share in the aggregate Base Currency Amount of the Loans would exceed its Commitment; or

(b) the aggregate Base Currency Amount of the Loans would exceed the Total Commitments.

5.4.4 if the conditions set out in this Agreement have been met, and subject to Clause 7.2 ( Cashless Rollover), each Lender must
make its share in the Loan available to the Facility Agent for the Borrower by no later than 2.00 pm on the Drawdown Date.

5.4.5 The Facility Agent shall determine the Base Currency Amount of each Loan which is to be made in an Optional Currency and
shall notify each Lender of the amount of each Loan, the amount of its participation in that Loan, and, if different, the amount of
that participation to be made available in accordance with 15.2 ( funds in each case by the Specified Time.

6. OPTIONAL CURRENCIES

6.1 Selection of currency

The Borrower shall select the currency of a Loan in a Request.

6.2 Unavailability of a currency

If before the Specified Time on any Rate Fixing Day:

6.2.1 a Lender notifies the Facility Agent that the Optional Currency requested is not readily available to it in the amount required; or

6.2.2 a Lender notifies the facility Agent that compliance with its obligation to participate in a Loan in the proposed Optional
Currency would contravene a law or regulation applicable to it,

the facility Agent will give notice to the Borrower to that effect by the Specified Time on that day. In this event, any Lender that gives
notice pursuant to this Clause 6.2 will be required to participate in the Loan in the Base Currency (in an amount equal to that Lender’s Pro
Rata Share of the Base Currency Amount or, in respect of a Rollover Loan, an amount equal to that Lender’s Pro Rata Share of the Base
Currency Amount of the Rollover Loan that is due to be made) and its participation will be treated as a separate Loan denominated in the
Base Currency during that Term.

6.3 Participation in a Loan

Each Lender’s participation in a Loan will be determined in accordance with sub-clause 5.4,2 of Clause 5.4 (Advance ofLoan).

7. REPAYMENT



7.1 Repayment of Loans

7.1.1 The Borrower must repay each Loan in full on its Maturity Date. No Loan may be outstanding after the Final Maturity Date.

7.1.2 Subject to the other terms of this Agreement, any amounts repaid under sub-clause 7.1.1 above may be re-borrowed.

7.2 Cashless Rollover

7.2.1 Without prejudice to the Borrower’s obligation under Clause 7.1 above, if:

(a) one or more Loans are to be made available to the Borrower:

(i) on the same day that a maturing Loan is due to be repaid by the Borrower;

(ii) in the same currency as the maturing Loan (unless it arose as a result of the operation of Clause 6.2

( Unavailability ofa currency); and

(iii) in whole or in part for the purpose of refinancing the maturing Loan, and

(b) the proportion borne by each Lender’s participation in the maturing Loan to the amount of that maturing Loan is the

same as the proportion borne by that Lender’s participation in the new Loans to the aggregate amount of those new

Loans,

the aggregate amount of the new Loans shall be treated as if applied in or towards repayment of the maturing Loan so that:

(a) if the amount of the maturing Loan exceeds the aggregate amount of the new Loans:

(i) the Borrower will only be required to pay an amount in cash in the relevant currency equal to that excess; and

(ii) each Lender’s participation (if any) in the new Loans shall be treated as having been made available and
applied by the Borrower in or towards repayment of that Lender’s participation (if any) in the maturing Loan

and that Lender will not be required to make its participation in the new Loans available in cash; and

(b) if the amount of the maturing Loan is equal to or less than the aggregate amount of the new Loans:

(i) the Borrower will not be required to make any payment in cash; and

(ii) each Lender will be required to make its participation in the new Loans available in cash only to the extent

that its participation (if any) in the new Loans exceeds that Lender’s participation (if any) in the maturing Loan

and the remainder of that Lender’s participation in the new Loans shall be treated as having been made

available and applied by the Borrower in or towards repayment of that Lender’s participation in the maturing

Loan.

8. PREPAYMENT AND CANCELLATION

8.1 Mandatory prepayment - illegality

8.1.1 A Lender must notify the Borrower promptly if it becomes aware that it is unlawful in any jurisdiction for that Lender to

perform any of its obligations under a finance Document or to fund or maintain its share in any Loan.

8.1.2 After notification under sub-clause 8.1.1 above:

(a) the Borrower must repay or prepay the share of that Lender in each Loan made to it on the date specified in sub-

clause 8.1.3 below; and

(b) the Commitments of that Lender will be immediately cancelled.



8.1.3 The date for repayment or prepayment of a Lender’s share in a Loan will be:

(a) the Business Day following receipt by the Borrower of notice from the Lender under sub-clause 8.1.1 above; or

(b) if later, the latest date allowed by the relevant law.

8.2 Mandatory prepayment - change of control

If the Borrower becomes aware of any person (whether alone or together with any associated person or persons) gaining control of the
Borrower (for these purposes “associated person” means, in relation to any person, a person ho is (i) “acting in concert” (as defmed in
the City Code on Takeovers and Mergers) with that person or (ii) a “connected person” (as defined in section 1122 of the CTA 2010) of
that person and “control” means the relevant person satisfies any of the criteria set out in paragraphs (1 )(a) to (c) of Section 1159 of the
Companies Act 2006):

8.2.1 within five days of such date, the Borrower shall give notice of such change of control to the Facility Agent;

8.2.2 the Lenders and the Borrower shall immediately enter into negotiations for a period of not more than 45 days from the date of
the change of control with a view to agreeing whether the Facility shall continue to be made available and on what terms;

8.2.3 if no such agreement is reached within the said period of 45 days then:

(a) any Lender may on 10 days’ notice to the Facility Agent and to the Borrower require the repayment of its share in each
Loan and cancel its Commitment; and

(b) the Majority Lenders may on 10 days’ notice to the Borrower require repayment in full of all outstanding Loans and
cancel the Total Commitments; and

8.2.4 a Lender shall not be obliged to fund any further loans under the Facility (except for a Rollover Loan) during the negotiation
period set out in sub-clause 8.2.2, and if no agreement is reached within such negotiation period, during the 10 day notice period
set out in sub-clause 8.2.3.

There shall be no change of control as a result of the Permitted Reorganisation (including, for the avoidance of doubt, as a result of the
ownership arrangements specified in paragraph (a)(ii)(B) of the definition of Permitted Reorganisation).

8.3 Voluntary prepayment

8.3.1 The Borrower may, by giving not less than five Business Days’ prior written notice to the Facility Agent, prepay any Loan at
any time in whole or in part.

8.3.2 A prepayment of part of a Loan must be by an amount that reduces the Base Currency Amount of the Loan by a minimum
amount of £5,000,000 and an integral multiple of £1,000,000.

8.4 Automatic cancellation

The Commitments of each Lender will be automatically cancelled at the close of business on the last day of the Availability Period.

8.5 Voluntary cancellation

8.5.1 The Borrower may, by giving not less than three Business Days’ prior written notice to the facility Agent, cancel the unutilised
amount of the Total Commitments in whole or in part.

8.5.2 Partial cancellation of the Total Commitments must be by an amount that reduces the Base Currency Amount of the Loan by a
minimum amount of £5,000,000 and an integral multiple of £1,000,000.

8.5.3 Any cancellation in part shall be applied against the Commitment of each Lender pro rata.



8.6 Involuntary prepayment and cancellation

8.6.1 if the Borrower is, or will be, required to pay to a Lender a Tax Payment or an Increased Cost, the Borrower may, while the
requirement continues, give notice to the Facility Agent requesting prepayment and cancellation in respect of that Lender.

8.6.2 After notification under sub-clause 8.6.1 above:

(a) the Borrower must repay or prepay that Lender’s share in each Loan made to it on the date specified in sub-clause 8.6.3
below; and

(b) the Conmiitments of that Lender will be immediately cancelled.

8.6.3 The date for repayment or prepayment of a Lender’s share in a Loan will be the last day of the current Term for that Loan or, if
earlier, the date specified by the Borrower in its notification.

8.6.4

(a) If any Lender becomes a Defaulting Lender, the Borrower may, at any time whilst the Lender continues to be a
Defaulting Lender, give the Facility Agent five Business Days’ notice of cancellation of the Available Commitment of
that Lender.

(b) On the notice referred to in paragraph (a) above becoming effective, the Available Commitment of the Defaulting
Lender shall immediately be reduced to zero.

(c) The Facility Agent shall as soon as practicable afler receipt of a notice referred to in paragraph (a) above, notify all the
Lenders.

Re-borrowing of Loans

My voluntary prepayment of a Loan may be re-borrowed on the terms of this Agreement. My mandatory or involuntary prepayment of
a Loan may not be re-borrowed.

8.8 i’liscellaneous provisions

8.8.1 My notice of prepayment and/or cancellation under this Agreement is irrevocable and must specify the relevant date(s) and the
affected Loans and Commitments. The Facility Agent must notify the Lenders promptly of receipt of any such notice.

8.8.2 All prepayments under this Agreement must be made with accrued interest on the amount prepaid. No premium or penalty is
payable in respect of any prepayment except for Break Costs.

8.8.3 The Majority Lenders may agree a shorter notice period for a voluntary prepayment or a voluntary cancellation.

8.8.4 No prepayment or cancellation is allowed except in accordance with the express terms of this Agreement.

8.8.5 Subject to Clause 2.2 ( Increase ), no amount of the Total Commitments cancelled under this Agreement may subsequently be
reinstated.

9. INTEREST

9.1 Calculation of interest

The rate of interest on each Loan for each Term is the percentage rate per annum equal to the aggregate of the applicable:

9.1.1 Margin;



9.1.2 LIBOR, or in relation to any Loan in euro, EURJBOR; and

9.1.3 Mandatory Cost.

Payment of interest

Except where it is provided to the contrary in this Agreement, the Borrower must pay accrued interest on each Loan made to it on the last
day of each Term and also, if the Term is longer than six months, on the dates falling at six-monthly intervals after the first day of that
Term.

9.3 Interest on overdue amounts

9.3.1 If the Borrower fails to pay any amount payable by it under the Finance Documents, it must immediately on demand by the
facility Agent pay interest on the overdue amount from its due date up to the date of actual payment, both before, on and after
judgment.

9.3.2 Interest on an overdue amount is payable at a rate determined by the Facility Agent to be one per cent. per annum above the rate
which would have been payable if the overdue amount had, during the period of non-payment, constituted a Loan. For this
purpose, the Facility Agent may (acting reasonably):

(a) select successive Terms of any duration of up to three months; and

(b) determine the appropriate Rate Fixing Day for that Term.

9.3.3 Notwithstanding sub-clause 9.3.2 above, if the overdue amount is a principal amount of a Loan and becomes due and payable
prior to the last day of its current Term, then:

(a) the first Term for that overdue amount will be the unexpired portion of that Term; and

(b) the rate of interest on the overdue amount for that first Term will be one per cent. per annum above the rate then
payable on that Loan.

After the expiry of the first Term for that overdue amount, the rate on the overdue amount will be calculated in accordance with
sub-clause 9.3.2 above.

9.3.4 Interest (if unpaid) on an overdue amount will be compounded with that overdue amount at the end of each of its Terms but will
remain immediately due and payable.

9.4 Notification of rates of interest

The facility Agent must promptly notify each relevant Party of the determination of a rate of interest under this Agreement.

10. TERMS

10.1 Selection

10.1.1 Each Loan has one Term only.

10.1.2 The Borrower must select the Term for a Loan hi the relevant Request.

10.1.3 Subject to the following provisions of this Clause, each Term for a Loan will be one, two, three or six months or any other
period agreed between the Borrower and the Lenders in relation to the relevant Loan.

10.1.4 A Term for a Loan shall start on the Drawdown Date for that Loan.

10.2 No overrunning the Final Maturity Date



If a Term would otherwise overrun the Final Maturity Date, it will be shortened so that it ends on the Final Maturity Date.

Other adjustments

10.3.1 The Facility Agent and the Borrower may enter into such other arrangements as they may agree for the adjustment of Terms and
the consolidation andJor splitting of Loans.

10.3.2 Subject to sub-clause 10.3.3 below, if two or more Terms in respect of Loans denominated in the same currency end on the same
date, those Loans will, unless the Borrower specifies to the contrary in the Request for the next Term, be consolidated into, and
treated as, a single Loan on the last day of the Term.

10.3.3 Subject to Clause 4.4 ( Maximum Nunther) and Clause 5.2 ( Completion ofReqtiests ) Wthe Borrower requests in a Request that
a Loan be divided into two or more Loans, that Loan will, on the last day of its Term, be so divided into the amounts specified in
that Request, having an aggregate amount equal to the amount of and in the same currency as the Loan immediately before its
division.

10.4 Notification

The facility Agent must notify the Borrower and the Lenders of the duration of each Term promptly after ascertaining its duration.

11. MARKET DISRUPTION

11.1 failure of a Reference Bank to supply a rate

If LIBOR, or if applicable EUR1BOR is to be calculated by reference to the Reference Banks but a Reference Bank does not supply a rate
by 12.00 noon on a Rate Fixing Day, the applicable LIBOR will, subject as provided below, be calculated on the basis of the rates of the
remaining Reference Banks.

11.2 Market disruption

11.2.1 In this Clause, each of the following events is a market disruption event:

(a) LIBOR, or if applicable, EURIBOR is to be calculated by reference to the Reference Banks but no, or only one,
Reference Bank supplies a rate by 12.00 noon on the Rate Fixing Day; or

(b) the Facility Agent receives by close of business on the Rate Fixing Day notification from Lenders whose shares in the
relevant Loan exceed 50 per cent, of that Loan that such Lenders are unable to obtain matching deposits in the Relevant
Interbank Market or the rate at which they can do so is in excess of LIBOR, or if applicable, EURIBOR for the relevant
Term.

11 .2.2 The Facility Agent must promptly notify the Borrower and the Lenders of a market disruption event.

11 .2.3 After notification under sub-clause 11 .2.2 above, the rate of interest on each Lender’s share in the affected Loan for the relevant
Term will be the aggregate of the applicable:

(a) Margin;

(b) rate notified to the Facility Agent by that Lender as soon as practicable, and in any event before interest is due to be
paid in respect of that Term, to be that which expresses as a percentage rate per annum the cost to that Lender of
funding its share in that Loan from whatever source it may reasonably select; and

(c) Mandator’ Cost.

11.3 Alternative basis of interest or funding



11.3.1 if a market disruption event occurs and the Facility Agent or the Borrower so requires, the Borrower and the Facility Agent must
enter into negotiations for a period of not more than 30 days with a view to agreeing an alternative basis for determining the rate
of interest and/or funding for the affected Loan and any future Loan.

11.3.2 Any alternative basis agreed will be, with the prior consent of all the Lenders, binding on all the Parties.

12. TAX GROSS-UP AND INDEMMTIES

12.1 Definitions

12.1.1 Tn this Agreement:

“Qua1ll1ng Lender means:

(a) a Lender which is beneficially entitled to interest payable to that Lender in respect of an advance under a Finance
Document and is:

(i) a Lender:

(A) which is a bank (as defmed for the purpose of section 879 of ITA) making an advance under a
Finance Document and which is within the charge to United Kingdom corporation tax as respects any
payments of interest made in respect of that advance or would be within such charge as respects such
payment apart from section 1$A of the CIA 2009; or

(B) in respect of an advance made under a Finance Document by a person that was a bank (as defmed for
the purpose of section 879 of hA) at the time that that advance was made, and which is within the
charge to United Kingdom corporation tax as respects any payments of interest made in respect of
that advance; or

(ii) a Lender which is:

(A) a company resident in the United Kingdom for United Kingdom tax purposes;

(B) a partnership each member of which is:

(1) a company so resident in the United Kingdom; or

(2) a company not so resident in the United Kingdom which carries on a trade in the United
Kingdom through a permanent establishment and which brings into account in computing its
chargeable profits (within the meaning of section 19 of the CTA 2009) the whole of any
share of interest payable in respect of that advance that falls to it by reason of Part 17 of the
CTA 2009; or

(C) a company not so resident in the United Kingdom which carries on a trade in the United Kingdom
through a permanent establishment and which brings into account interest payable in respect of that
advance in computing the chargeable profits (within the meaning of section 19 of the CTA 2009) of
that company; or

(iii) a Treaty Lender; or

(b) a Lender which is a building society (as defined for the purpose of section $80 of hA) making an advance under a
Finance Document.

Tax Confirmation means a confirmation by a Lender that the person beneficially entitled to interest payable to that Lender
in respect of an advance under a Finance Document is either:



(a) a company resident in the United Kingdom for United Kingdom tax purposes;

(b) a partnership each member of which is:

(i) a company so resident in the United Kingdom; or

(ii) a company not so resident in the United Kingdom which carries on a trade in the United Kingdom through a
permanent establishment and which brings into account in computing its chargeable profits (within the
meaning of section 19 of the CIA 2009) the whole of any share of interest payable in respect of that advance
that falls to it by reason of Part 17 of the CIA 2009; or

(c) a company not so resident in the United Kingdom which carries on a trade in the United Kingdom through a permanent
establishment and which brings into account interest payable in respect of that advance in computing the chargeable
profits (within the meaning of section 19 of the CTA 2009) of that company.

Tax Credit” means a credit against, relief or remission for, or repayment of any Tax.

“Tax Deduction “means a deduction or withholding for or on account of Tax from a payment under a Finance Document.

Tax Payment” means either the increase in a payment made by the Borrower to a finance Party under Clause 12.2 ( Tax
gross-tip) or a payment under Clause 12.3 ( Tax indemnity).

“Treaty Lender” means a Lender which:

(a) is treated as a resident of a Treaty State for the purposes of the Treaty;

(b) does not carry on a business in the United Kingdom through a permanent establishment with which that Lender’s
participation in the Loan is effectively connected; and

(c) meets all other conditions which must be met under the Treaty for residents of such Treaty State to obtain full
exemption from tax on interest imposed by the United Kingdom, except that for this purpose it shall be assumed that
the following are satisfied:

(i) any condition which relates (expressly or by implication) to the amounts or terms of any Loan or the Finance
Documents or any condition which relates (expressly or by implication) to there not being a special
relationship between the Borrower and the Finance Party or between them both and another person; and

(ii) any necessary procedural formality.

“Treaty State “ means a jurisdiction having a double taxation agreement (a “Treaty “) with the United Kingdom which makes
provision for full exemption from tax imposed by the United Kingdom on interest.

UK Non-Bank Lender “ means where a Lender becomes a Party after the day on which this Agreement is entered into, a
Lender which gives a Tax Confirmation in the assignment agreement, Transfer Certificate or Increase Confirmation which it
executes on becoming a Party.

12.1.2 Unless a contrary indication appears, in this Clause 12 a reference to “determines” or “deternmined” means a determination made
in the absolute discretion of the person making the determination.

12.2 Tax gross-up

12.2.1 The Borrower shall make all payments to be made by it without any Tax Deduction, unless a Tax Deduction is required by Jaw.

12.2.2 The Borrower shall promptly upon becoming aware that it must make a Tax Deduction (or that there is any change in the rate or
the basis of a Tax Deduction) notify the Facility Agent accordingly. Similarly, a Lender shall noti1’ the Facility Agent on
becoming so aware in respect of a payment payable to that Lender. If the facility Agent receives such notification from a



Lender it shall notify the Borrower.

12.2.3 if a Tax Deduction is required by law to be made by the Borrower, the amount of the payment due from the Borrower shall be
iiicreased to an amount which (after making any Tax Deduction) leaves an amount equal to the payment which would have been
due if no Tax Deduction had been required.

12.2.4 A payment shall not be increased under sub-clause 12.2.3 above by reason of a Tax Deduction on account of Tax imposed by
the United Kingdom, if on the date on which the payment falls due:

(a) the payment could have been made to the relevant Lender without a Tax Deduction if the Lender had been a Qualifying
Lender, but on that date that Lender is not or has ceased to be a Qualifying Lender other than as a result of any change
after the date it became a Lender under this Agreement in (or in the interpretation, administration, or application of)
any law or Treaty, or any published practice or published concession of any relevant taxing authority; or

(b) the relevant Lender is a Qualifying Lender solely by virtue of paragraph (a)(ii) of the defmition of Qualifying Lender
and:

(i) an officer of 1-ilvi Revenue & Customs has given (and not revoked) a direction (a ‘ Direction “) under section
931 of the ITA which relates to the payment and that Lender has received from the Borrower a certified copy
of that Direction; and

(ii) the payment could have been made to the Lender without any Tax Deduction if that Direction had not been
made; or

(c) the relevant Lender is a Qualifying Lender solely by virtue of paragraph (a)(ii) of the definition of Qualifying Lender
and:

(1) the relevant Lender has not given a Tax Confirmation to the Borrower; and

(ii) the payment could have been made to the Lender without any Tax Deduction if the Lender had given a Tax
Confirmation to the Borrower on the basis that the Tax Confirmation would have enabled the Borrower to
have formed a reasonable belief that the payment was an “excepted payment” for the purpose of section 930 of
the ITA; or

(d) the relevant Lender is a Treaty Lender and the Borrower making the payment is able to demonstrate that the payment
could have been made to the Lender without the Tax Deduction had that Lender complied with its obligations under
sub-clause 12.2.7 below.

12.2.5 If the Borrower is required to make a Tax Deduction, the Borrower shall make that Tax Deduction and any payment required in
connection with that Tax Deduction within the time allowed and in the minimum amount required by law.

12.2.6 Within thirty days of making either a Tax Deduction or any payment required in connection with that Tax Deduction, the
Borrower making that Tax Deduction shall deliver to the Facility Agent for the Finance Party entitled to the payment a
statement under Section 975 of the ITA, or other evidence reasonably satisfactory to that finance Party that the Tax Deduction
has been made or (as applicable) any appropriate payment paid to the relevant taxing authority.

12.2.7

(a) Subject to paragraph (b) below, a Treaty Lender and the Borrower which makes a payment to which that Treaty Lender
is entitled shall co-operate in completing any procedural fonnalities necessary for that Borrower to obtain authorisation
to make that payment without a Tax Deduction.

(b) Nothing in paragraph (a) above shall require a Treaty Lender to:

(i) register under the l-11’ARC DT Treaty Passport scheme;

(ii) apply the FIMRC DT Treaty Passport scheme to any Loan if it has so registered; or



(iii) file Treaty forms if it has included an indication to the effect that it wishes the FBvIRC DT Treaty Passport
scheme to apply to this Agreement in accordance with sub-clause 12.2.9 below or sub-clause 12.6.1 of
Clause 12.6 (HMRC DT Treaty Passport scheme co,ifirmation ) and the Borrower making that payment has
not complied with its obligations under sub-clause 12.2.10 below or sub-clause 12.6.2 of Clause 12.6 (HMRC
DT Treaty Passport scheme confirmatiol7).

12.2.8 A UK Non-Bank Lender shall promptly notify the Borrower and the facility Agent if there is any change in the position from
that set out in the Tax Confirmation.

12.2.9 A Treaty Lender which becomes a Party on the day on which this Agreement is entered into that holds a passport under the
HMRC DT Treaty Passport scheme, and which wishes that scheme to apply to this Agreement, shall include an indication to
that effect (for the benefit of the facility Agent and without liability to the Borrower) by including its scheme reference number
and its jurisdiction of tax residence opposite its name in Schedule I (Original Parties).

12.2.10 Where a Lender includes the indication described in sub-clause 12.2.9 above in Schedule 1 ( Original Parties ), the Borrower
shall file a duly completed form D’ffP2 in respect of such Lender with IfvI Revenue & Customs within 30 days of the date of
this Agreement and shall promptly provide the Lender with a copy of that filing provided that the Borrower shall not be liable
in respect of any non-compliance with its obligations under this sub-clause 12.2.10 where such non-compliance is due to
circumstances beyond the control of the Borrower (including, without limitation, any delay, failure or omission on the part of
the relevant Lender or the facility Agent to comply with any obligation owed to the Borrower, or to any inaccuracy in any
information provided by the relevant Lender or the Facility Agent in connection with the DT Treaty Passport scheme).

12.2.11 Any Lender which has confirmed that it is entitled to use its DT Treaty Passport in accordance with sub-clause 12.2.9 or sub-
clause 12.6.1 of Clause 12.6 ( HMRC DT Treaty Passport scheme co,ifIrmation ) will reasonably promptly notify the Facility
Agent and the Borrower if at any time it ceases to holds a passport under the FUvIRC DT Treaty Passport scheme or if it ceases
to be able to use such passport as a Lender.

12.2.12 If a Lender has not included an indication to the effect that it wishes the HIvIRC DT Treaty Passport scheme to apply to this
Agreement lii accordance with sub-clause 12.2.9 above or sub-clause 12.6.1 of Clause 12.6 (HMRC DT Treaty Passport scheme
col!firnlation ), the Borrower shall not file any form relating to the HJvERC DT Treaty Passport scheme in respect of that
Lender’s Commitment or its participation in any Loan.

12.3 Tax indemnity

12.3.1 Except as provided below, the Borrower must indenmify a finance Party, within three Business Days of demand, against any
loss or liability which that Finance Party (in its absolute discretion) determines will be or has been suffered (directly or
indirectly) by that Finance Party for or on account of Tax in relation to a payment received or receivable (or any payment
deemed to be received or receivable) under a Finance Document.

12.3.2 Sub-clause 12.3.1 above does not apply to any Tax assessed on a Finance Party under the laws of the jurisdiction in which:

(a) that finance Party is incorporated or, if different, the jurisdiction (or jurisdictions) in which that finance Party is
treated as resident for tax purposes: or

(b) that finance Party’s Facility Office is located in respect of amounts received or receivable in that jurisdiction,

if that Tax is imposed on or calculated by reference to the net income received or receivable by that finance Party. However,
any payment deemed to be received or receivable, including any amount treated as income but not actually received by the
Finance Party, such as a Tax Deduction, will not be treated as net income received or receivable for this purpose.

12.3.3 Sub-clause 12.3.1 above does not apply to any Tax assessed on a Finance Party to the extent the loss or liability:

(a) is compensated for by an increased payment under Clause 12.2 ( Tax gross-up); or

(b) would have been compensated for by an increased payment under Clause 12.2 ( Tax ) but was not so
compensated solely because one of the exclusions in Clause 12.2 ( Tax gross-up) applied.

12.3.4 A finance Party making, or intending to make, a claim under sub-clause 12.3.1 above must promptly notify the Borrower of the



event which will give, or has given, rise to the claim.

12.4 Tax Credit

If the Borrower makes a Tax Payment and the relevant finance Party determines that:

(a) a Tax Credit is attributable to an increased payment of which that Tax Payment forms part, to that Tax Payment or to a
Tax Deduction in consequence of which that Tax Payment was required; and

(b) that Finance Party has obtained and utilised that Tax Credit,

then, if in its discretion (acting reasonably) it can do so without any further adverse consequences for it, the Finance Party shall pay an
amount to the Borrower which that Finance Party determines will leave it (after that payment) in the same after Tax position as it would
have been in had the Tax Payment not been required to be made by the Company.

12.5 Lender Status Confirmation

Each Lender which becomes a Party to this Agreement after the date of this Agreement shall indicate, in the Transfer Certificate,
assignment agreement or Increase Confirmation which it executes on becoming a Party, and for the benefit of the Facility Agent and
without liability to the Borrower, which of the following categories it falls in:

12.5.1 not a Qualifying Lender;

12.5.2 a Qualifying Lender (other than a Treaty Lender); or

12.5.3 a Treaty Lender.

If a New Lender or Increase Lender fails to indicate its status in accordance with this Clause 12.5 then such New Lender or Increase
Lender shall be treated for the purposes of this Agreement as if it is not a Qualifying Lender until such time as it notifies the Facility
Agent which category applies (and the facility Agent, upon receipt of such notification, shall inform the Borrower). For the avoidance of
doubt, a Transfer Certificate, assignment agreement or Increase Confirmation shall not be invalidated by any failure of a Lender to
comply with this Clause 12.5.

12.6 HMRC DT Treaty Passport scheme confirmation

12.6.1 A New Lender or Increase Lender that is a Treaty Lender that holds a passport under the BIVIRC DT Treaty Passport scheme,
and which wishes that scheme to apply to this Agreement, shall include an indication to that effect (for the benefit of the Facility
Agent and without liability to the Borrower) in the assignment agreement, Transfer Certificate or Increase Confirmation (as
applicable) which it executes by including its scheme reference number and its jurisdiction of tax residence in that assignment
agreement, Transfer Certificate or Increase Confirmation.

12.6.2 Where a New Lender or Increase Lender includes the indication described in sub-clause 12.6.1 above in the relevant assignment
agreement, Transfer Certificate or [ncrease Confirmation (as applicable) the Borrower shall file a duly completed form DTTP2
in respect of such Lender with 1-EM Revenue & Customs within 30 days of the relevant Transfer Date or the date on which such
assignment or increase takes effect and shall promptly provide the Lender with a copy of that filing.

12.7 Stamp taxes

The Borrower shall pay and, within three Business Days of demand, indenmify each finance Party against any cost, loss or liability that
finance Party’ incurs in re]ation to al] stamp duty, registration and other similar Taxes payable in respect of any finance Document,
except for any such Tax payable in respect of a Transfer Certificate or other transfer or disposal of a Lenders rights or obligations under
a finance Document.

12.8 VAT

12.8.1 All amounts expressed to be payable under a Finance Document by any Party to a Finance Party which (in whole or in part)



constitute the consideration for any supply for VAT purposes are deemed to be exclusive of any VAT which is chargeable on
that supply and, accordingly, subject to sub-clause 12.8.2 below, if VAT is or becomes chargeable on any supply made by any
finance Party to any Party under a Finance Document and such finance Party is required to account to the relevant tax authority
for the VAT, that Party must pay to such finance Party (in addition to and at the same time as paying any other consideration for
such supply) an amount equal to the amount of the VAT (and such Finance Party must promptly provide an appropriate VAT
invoice to that Party).

12.8.2 if VAT is or becomes chargeable on any supply made by any Finance Party (the” Supplier “) to any other Finance Party (the”
Recipient “) under a Finance Document, and any Party other than the Recipient (the “ Relevant Party “) is required by the
terms of any Finance Document to pay an amount equal to the consideration for that supply to the Supplier (rather than being
required to reimburse or indemnify the Recipient in respect of that consideration):

(a) (where the Supplier is the person required to account to the relevant tax authority for the VAT) the Relevant Party must
also pay to the Supplier (at the same time as paying that amount) an additional amount equal to the amount of the VAT.
The Recipient must (where this paragraph (a) applies) promptly pay to the Relevant Party an amount equal to any credit
or repayment the Recipient receives from the relevant tax authority which the Recipient reasonably determines relates
to the VAT chargeable on that supply; and

(b) (where the Recipient is the person required to account to the relevant tax authority for the VAT) the Relevant Party
must promptly, following demand from the Recipient pay to the Recipient an amount equal to the VAT chargeable on
that supply but only to the extent that the Recipient reasonably determines that it is not entitled to credit or repayment
from the relevant tax authority in respect of that VAT.

12.8.3 Where a finance Document requires any Party to reimburse or indemnify a Finance Party for any cost or expense, that Party
shall reimburse or indemnify (as the case may be) such Finance Party for the full amount of such cost or expense, including such
part thereof as represents VAT, save to the extent that such Finance Party reasonably determines that it is entitled to credit or
repayment in respect of such VAT from the relevant tax authority.

1 2.8.4 Any reference in this Clause 12.8 to any Party shall, at any time when such Party is treated as a member of a group for VAT
purposes, include (where appropriate and unless the context otherwise requires) a reference to the representative member of
such group at such time (the term ‘representative member” to have the same meaning as in the Value Added Tax Act 1994).

12.8.5 Th relation to any supply made by a finance Party to any Party under a Finance Document if reasonably requested by such
Finance Party that Party must promptly provide such finance Party with details of that Party’s VAT registration and such other
information as is reasonably requested in connection with such Finance Party’s VAT reporting requirements in relation to such
supply.

13. INCREASED COSTS

13.1 Increased Costs

Except as provided below in this Clause, the Borrower must pay to a finance Party the amount of any Increased Cost incurred by that
Finance Party or any of its Affiliates as a result of:

13.1.1 the introduction of, or any change in, or any change in the interpretation or application of, any law or regulation;

13.1.2 compliance with any law or regulation made after the date of this Agreement; or

13.1.3 the implementation or application of, or compliance with. Basel III or any law or regulation that implements or applies Basel III.

13.2 Exceptions

The Borrower need not make any payment for an Increased Cost to the extent that the Increased Cost is:

13.2.1 compensated for under another Clause or would have been but for an exception to that Clause;



13.2.2 a Tax on the overall net income of a finance Party or any of its Affiliates; or

13.2.3 attributable to a Finance Party or its Affiliate wilfully failing to comply with any law or regulation.

Claims

A Finance Party intending to make a claim for an Increased Cost must notify the Borrower promptly of the circumstances giving rise to,

and the amount of, the claim.

14. MITIGATION

14.1 Mitigation

14.1.1 Each Finance Party must, in consultation with the Borrower (other than upon the occurrence of an event referred to at paragraph

(U) below where no such consultation is required), take all reasonable steps to mitigate any circumstances which arise and which

result or would result in the Facility ceasing to be available or:

(a) any Tax Payment or Increased Cost being payable to that Finance Party;

(b) that Finance Party being able to exercise any right of prepayment and/or cancellation under this Agreement by reason

of any illegality;

(c) that Finance Party incurring any cost of complying with the minimum reserve requirements of the European Central

Bank; or

(d) the occurrence of any market disruption event,

including transferring its rights and obligations under the Finance Documents to an Affiliate or changing its Facility Office.

14.1.2 A Finance Party is not obliged to take any step under this Clause 14 if, in the opinion of that Finance Party (acting reasonably),

to do so might be prejudicial to it.

14.1.3 Each Finance Party must promptly notify the Borrower of any circumstances as described in paragraphs (a) to (U) of sub-

clause 14.1.1 of this Clause 14.1.

14.1.4 The Borrower must indemnify each Finance Party for all costs and expenses reasonably incurred by it as a result of any step

taken under this Clause 14.1.

14.1.5 This Clause does not in any way limit the obligations of the Borrower under the finance Documents.

14.2 Substitution

Notwithstanding Clause 14.1 (Mitigation ), if any circumstances arise which result in:

14.2.1 any Tax Payment or Increased Cost being payable to that Finance Party;

14.2.2 that Finance Party being able to exercise any right of prepayment and/or cancellation under this Agreement by reason of any

illegality;

14.2.3 that Finance Party incurring any cost of complying with the minimum reserve requirements of the European Central Bank; or

14.2.4 the occurrence of any market disruption event,

then the Borrower, at its expense, at any time within 1 80 days after the occurrence of the relevant event or circumstance, so long as no

Default is outstanding, may by notice to the Facility Agent and such finance Party require it (and, if applicable, its Affiliate) to (and to

the extent permitted by law such Finance Party or, if applicable, its Affiliate shall) novate pursuant to Clause 28 ( Changes to the



Parties ) all (and not part only) of its rights and obligations under this Agreement to a bank, fmancial institution, trust, fund or other

entity (a “ Replacement Finance Party “) selected by the Borrower, and which is acceptable to the Facility Agent (acting reasonably)

(unless the Facility Agent is an Impaired Agent), which confirms its willingness to assume and does assume all the obligations of the

transferring Finance Party (including the assumption of the transferring Finance Party’s participations or unfunded participations (as the

case may be) on the same basis as the transferring Finance Party) for a purchase price in cash payable at the time of transfer equal to the

outstanding principal amount of such Finance Party’s participation in the outstanding Loans and all accrued interest (to the extent that the

Facility Agent has not given a notification under Clause 28.9 ( Pro rata interest settlement )), Break Costs and other amounts payable to

such Finance Party under the Finance Documents provided that:

14.2.5 the Borrower shall have paid to the Finance Party (or, if applicable, its Affiliate) all amounts accrued and owing to such finance

Party (or, if applicable, its Affiliate) hereunder;

14.2.6 the Borrower shall have no right to replace the Facility Agent;

14.2.7 neither the Facility Agent nor such Finance Party shall have any obligation to the Borrower to fmd a Replacement Finance

Party;

14.2.8 the transfer must take place no later than 14 days afler the notice referred to above; and

14.2.9 in no event shall such Finance Party be required to pay or surrender to the Replacement Finance Party any of the fees received

by such finance Party pursuant to the Finance Documents.

Notwithstanding the above, the Borrower shall not be entitled to require a novation under this Clause 14.2 with respect to any Finance

Party if:

14.2.10 the relevant Finance Party shall have mitigated the effect of the relevant event or circumstance as provided in sub-clause 14.1.1
of Clause 14.1 (Mitigation), and the novation would have no greater or further mitigating effect; or

14.2.11 the relevant event or circumstances are applicable to all finance Parties.

14.3 Conduct of business by a Finance Party

No term of this Agreement will:

14.3.1 interfere with the right of any Finance Party to arrange its affairs (Tax or otherwise) in whatever manner it thinks fit or oblige

any Finance Party to investigate or claim any Tax Credit; or

14.3.2 oblige any Finance Party to disclose any information relating to its affairs (Tax or otherwise) or any computation in respect of

Tax.

15. PAYMENTS

15.1 Place

Unless a Finance Document specifies that payments under it are to be made in another manner, all payments by a Party (other than the

Facility Agent) under the Finance Documents must be made to the facility Agent to its account at such office or bank in the principal

financial centre of the country of that currency or, in relation to euro, in a principal centre in a Participating Member State or London as it

may notify to that Party for this purpose by not less than five Business Days’ prior notice.

15.2 funds

Payments under the Finance Documents to the Facility Agent must be made for value on the due date at such times and in such funds as

the Facility Agent may speci’ to the Party concerned as being customary at the time for the settlement of transactions in the relevant

currency in the place of payment.

15.3 Distribution



15.3.1 Each payment received by the Facility Agent under the Finance Documents for another Party must, except as provided below,
be made available by the Facility Agent to that Party by payment (as soon as practicable after receipt) to its account with such
office or banlc in the principal financial centre of the country of that currency or, in relation to euro, in a principal centre in a
Participating Member State or London as it may notify to the Facility Agent for this purpose by not less than five Business Days’
prior notice.

15.3.2 The Facility Agent may apply any amount received by it for the Borrower in or towards payment (as soon as practicable after
receipt) of any amount due from the Borrower under the Finance Documents or in or towards the purchase of any amount of any
currency to be so applied.

15.3.3 Where a sum is paid to the Facility Agent under this Agreement for another Party. the Facility Agent is not obliged to pay that
sum to that Party until it has established that it has actually received it. However, the Facility Agent may assume that the sum
has been paid to it, and, in reliance on that assumption, make available to that Party a corresponding amount. If it transpires that
the sum has not been received by the Facility Agent, that Party must immediately on demand by the Facility Agent refund any
corresponding amount made available to it together with interest on that amount from the date of payment to the date of receipt
by the Facility Agent at a rate calculated by the Facility Agent to reflect its cost of funds.

15.4 Currency of account

15.4.1 Subject to sub-clauses 15.4.2 and 15.4.5 below, the Base Currency is the currency of account and payment for any sum due from
the Borrower under any Finance Document.

15.4.2 A repayment of a Loan or Unpaid Sum or a part of a Loan or Unpaid Sum shall be made in the currency in which that Loan or
Unpaid Sum is denominated on its due date.

15.4.3 Each payment of interest shall be made in the currency in which the sum in respect of which the interest is payable was
denominated when that interest accrued.

15.4.4 Amounts payable in respect of costs and expenses and Taxes are payable in the currency in which they are incurred.

15.4.5 Any amount expressed to be payable in a currency other than the Base Currency shall be paid in that other currency.

15.5 No set-off or counterclaim

All payments made by the Borrower under the Finance Documents must be made without set-off or counterclaim.

15.6 Business Days

15.6.1 If a payment under the Finance Documents is due on a day which is not a Business Day, the due date for that payment will
instead be the next Business Day in the same calendar month (if there is one) or the preceding Business Day (if there is not) or
whatever day the facility Agent determines is market practice.

15.6.2 During any extension of the due date for payment of any principal (or overdue amount) under this Agreement interest is payable
on that principal (or overdue amount) at the rate payable on the original due date.

15.7 Impaired Agent

15.7.1 If, at any time, the Facility Agent becomes an Impaired Agent, the Borrower or a Lender which is required to make a payment
under the Finance Documents to the Facility Agent in accordance with Clause 15.1 (f/ace ) may instead either pay that amount
direct to the required recipient or pay that amount to an interest bearing account held with an Acceptable Bank and in relation to
which no Insolvency Event has occurred and is continuing, in the name of the Borrower or the Lender making the payment and
designated as a trust account for the benefit of the Party or Parties beneficially entitled to that payment under the finance
Documents. In each case such payments must be made on the due date for payment under the finance Documents.

15.7.2 All interest accrued on the amount standing to the credit of the trust account shall be for the benefit of the beneficiaries of that



trust account pro rata to their respective entitlements.

15.7.3 A Party which has made a payment in accordance with this Clause 15.7 shall be discharged of the relevant payment obligation
under the Finance Documents and shall not take any credit risk with respect to the amounts standing to the credit of the trust
account.

15.7.4 Promptly upon the appointment of a successor Facility Agent in accordance with Clause 22.14 (Replacement of the Facility
Agent ), each Party which has made a payment to a trust account in accordance with this Clause 15.7 shall give all requisite
instructions to the bank with whom the trust account is held to transfer the amount (together with any accrued interest) to the
successor Facility Agent for distribution in accordance with Clause 15.3 (Distribution).

15.7.5 For the purposes of this Clause 15.7 only, an Acceptable Bank shall include any bank or financial institution approved by the
Facility Agent or, if the Facility Agent is an impaired Agent, the Majority Lenders.

15.8 Partial payments

15.8.1 If any Administrative Party receives a payment insufficient to discharge all the amounts then due and payable by the Borrower
under the Finance Documents, the Administrative Party must apply that payment towards the obligations of the Borrower under
the Finance Documents in the following order:

(a) first , in or towards payment pro rata of any unpaid fees, costs and expenses of the Administrative Parties under the
Finance Documents;

(b) secondly, in or towards payment pro rota of any accrued interest or fee due but unpaid under this Agreement;

(c) thirdly, in or towards payment pro rata of any principal amount due but unpaid under this Agreement; and

(d) fourthly , in or towards payment pro rata of any other sum due but unpaid under the Finance Documents.

15.8.2 The Facility Agent must, if so directed by alt the Lenders, vary the order set out in paragraphs (a) to (d) of sub-clause 15.8.1 of
this Clause 15.8.

15.8.3 This Clause will override any appropriation made by the Borrower.

15.9 Timing of payments

If a Finance Document does not provide for when a particular payment is due, that payment will be due within three Business Days of
demand by the relevant Finance Party.

16. PERMITTED REORGANISAIJON

Nothing in this Agreement shall restrict or prevent in any way the Borrower or any other member of the Group from undertaking any
Permitted Reorganisation.

17. REPRESENTATIONS

17.1 Representations

The representations set out in this Clause are made by the Borrower to each Finance Party.

17.2 Status

It is a limited liability company, duly incorporated and validly existing under the Companies Act 2006 in England and Wales.

17.3 Powers and authority



It has the power to enter into and perform, and has taken all necessary action to authorise the entry into and performance of, the Finance
Documents to which it is or will be a party and the transactions contemplated by those Finance Documents.

Legal validity

Subject to any general principles of law limiting its obligations and referred to in any legal opinion required under this Agreement, each
Finance Document to which it is a party is its legally binding, valid and enforceable obligation.

17.5 Non-conflict

The entry into and performance by it of, and the transactions contemplated by, the Finance Documents do not conflict with any
borrowing or other power or restriction granted or imposed by:

17.5.1 any law or regulation applicable to it and violation of which has or is likely to have a Material Adverse Effect; or

17.5.2 its constitutional documents.

17.6 No default

17.6.1 No Event of Default is outstanding or might reasonably be expected to result from the making of any Loan.

17.6.2 No other event or circumstance is outstanding which constitutes a default under any other agreement or instrument which is
binding on it or any of its Subsidiaries or to which its (or any of its Subsidiaries’) assets are subject which might have a Material
Adverse Effect.

17.7 Authorisations. All authorisations required by it (including any authorisations required under PUHCA or the Act, if any):

17.7.1 in connection with the entry into, performance, validity and enforceability of, and the transactions contemplated by, the Finance
Documents; and

17.7.2 to make the Finance Documents admissible in evidence in England and Wales,

have been obtained or effected (as appropriate) and are in full force and effect.

17.8 Financial statements

Its and each of the Distribution Companies audited consolidated financial statements most recently delivered to the Facility Agent
(which, at the date of this Agreement, are the Original Financial Statements):

17.8.1 have been prepared in accordance with accounting principles and practices generally accepted in its jurisdiction of
incorporation, consistently applied; and

17.8.2 fairly represent its consolidated financial condition as at the date to which they were drawn up,

except, in each case, as disclosed to the contrary in those financial statements.

17.9 No material adverse change

Other than as disclosed in writing to the Arranger prior to the date of this Agreement, there has been no material adverse change in its
consolidated financial condition since the date to which the Original Financial Statements were drawn up.

17.10 Litigation

No litigation, arbitration or administrative proceedings are current or, to its knowledge, pending or threatened, which, if adversely



determined, are reasonably likely to have a Material Adverse Effect.

17.11 Winding Up

No meeting has been convened for its winding-up and, so far as it is aware, no petition, application or the like is outstanding for its
winding-up.

17.12 Non-Violation of other Agreements:

Its entry into, exercise of its rights and/or performance of or compliance with its obligations under this Agreement do not and will not
violate, to an extent or in a manner which has or is likely to have a Material Adverse Effect on it, any agreement to which it is a party or
which is binding on it.

17.13 Governing Law and Enforcement

17.13.1 The choice of English law as the governing law of the Finance Documents will be recognised and enforced in its jurisdiction of
incorporation.

17.13.2 Any judgement obtained in England in relation to a Finance Document will be recognised and enforced in its jurisdiction of
incorporation.

17.14 Deduction of Tax

It is not required to make any deduction for or on account of Tax from any payment it may make under any finance Document to a
Lender which is:

17.14.1 a Qualifying Lender:

(a) falling within paragraph (a)(i) of the defmition of Qualifying Lender; or

(b) except where a Direction has been given under section 931 of the ITA in relation to the payment concerned, falling
within paragraph (a)(ii) of the definition of Qualifying Lender; or

(c) falling within paragraph (b) of the definition of Qualifying Lender; or

17.14.2 a Treaty Lender and the payment is one specified in a direction given by the Commissioners of Revenue & Customs under
Regulation 2 of the Double Taxation Relief (Taxes on Income) (General) Regulations 1970 (SI 1970/488).

17.15 No filing or stamp taxes

Under the law of its jurisdiction of incorporation it is not necessary that the Finance Documents be filed, recorded or enrolled with any
court or other authority in that jurisdiction or that any stamp, registration or similar tax be paid on or in relation to the Finance
Documents (which for these purposes does not include a Transfer Certificate or other transfer or disposal of a Lender’s rights or
obligations under a Finance Document) or the transactions contemplated by the Finance Documents.

17.16 No misleading information

17.16.1 Any factual information provided by any member of the Group for the purposes of the Information Package was true and
accurate in all material respects as at the date it was provided or as at the date (if any) at which it is stated.

17.16.2 The financial projections contained in the Infonnation Package have been prepared on the basis of recent historical information
and on the basis of reasonable assumptions.

17.16.3 Nothing has occurred or been omitted from the Infonnation Package and no information has been given or withheld that results
in the information contained in the Infonnation Package being untrue or misleading in any material respect.

17.17 Pan Passu ranking



Its payment obligations under the Finance Documents rank at least pan passu with the claims of all its other unsecured and
unsubordinated creditors, except for obligations mandatorily preferred by law applying to companies generally.

17.18 Licence

Each Licence is in full force and effect and there is no investigation or proceeding current, pending or threatened which could, if
adversely determined, result in the termination of any Licence.

17.19 Anti-corruption law

Each member of the Group has conducted its businesses in compliance with applicable anti-corruption laws and has instituted and
maintained policies and procedures designed to promote and achieve compliance with such laws.

17.20 Sanctions

No member of the Group or, to the knowledge of the Borrower, any director, officer, employee, agent, affiliate or representative of any
member of the Group is an individual or entity (the “ Person “) currently the subject of any sanctions administered or enforced by the
U.S. Department of Treasury’s Office of Foreign Assets Control (the” OFAC “), the United Nations Security Council (the” UNSC “),the European Union, Her Majesty’s Treasury (the” Hl’,’ff “), or other relevant sanctions authority (collectively, “ Sanctions “), nor is any
member of the Group located, organized or resident in a country or territon’ that is the subject of Sanctions. The Borrower represents and
covenants for itself and on behalf of other members of the Group that no member of the Group will, directly or indirectly, use the
proceeds of the transaction, or lend, contribute or otherwise make available such proceeds to any subsidiary, joint venture partner or other
Person, to fund any activities of or business with any Person, or in Burma/Myaiimar, Cuba, Iran, North Korea, Sudan or in any other
country or territory, that, at the time of such funding, is the subject of Sanctions, or in any other manner that will result in a violation by
any Person (including any Person participating in the transaction, whether as underwiter, advisor, investor or otherwise) of Sanctions.

17.21 Times for making representations

17.2 1.1 The representations set out in this Clause are made by the Borrower on the date of this Agreement.

17.21.2 The representations in Clauses 17.2 to 17.6.1 (inclusive) and Clauses 17.7, 17.8, 17.10, 17.12, 17.13, 17.17 and 17.19 aredeemed to be repeated by the Borrower on the date of each Request and the first day of each Tenm

17.2 1.3 When a representation is repeated, it is applied to the circumstances existing at the time of repetition.

18. INfORMATION COVENANTS

18.1 financial statements

18.1.1 The Borrower must supply to the Facility Agent (in sufficient copies for all the Lenders if the facility Agent so requests):

(a) its and each of the Distribution Companies’ audited consolidated fmancial statements for each of their fmancial years;
and

(b) its interim consolidated fmancial statements for the first half-year of each of its fmancial years.

18.1.2 All fmancial statements must be supplied as soon as they are available and:

(a) in the case of the Borrower’s and each of the Distribution Companies’ audited consolidated financial statements, within
180 days; and

(b) in the case of the Borrower’s interim financial statements, within 90 days,

of the end of the relevant fmancial period.

18.2 Form of financial Statement



If any fmancial statement delivered or to be delivered to the facility Agent under Clause 18.1 is not to be or, as the case may be, has not
been prepared in accordance with Applicable Accounting Principles:

18.2.1 the Borrower and the Facility Agent (on behalf of and after consultation with all the Lenders) shall, on the request of the Facility
Agent or the Borrower, negotiate in good faith with a view to agreeing such amendments to the fmancial ratios and/or the
definitions of the terms used in Clause 19 (Financial covenants ) as are necessary to give the Lenders comparable protection to
that contemplated at the date of this Agreement;

18.2.2 if amendments are agreed by the Borrower and the Majority Lenders within 25 days, those amendments shall take effect in
accordance with the terms of that agreement; and

18.2.3 if such amendments are not so agreed within 25 days, the Borrower shall:

(a) within 30 days after the end of that 25 day period; and

(b) with all subsequent fmancial statements to be delivered to the Facility Agent under Clause 18.1,

deliver to the Facility Agent details of all such adjustments as need to be made to the relevant fmancial statements to bring them
into line with the Companies Act 2006 (as in effect on the date of this Agreement) and Applicable Accounting Principles.

18.3 Compliance Certificate

18.3.1 The Borrower must supply to the F acility Agent a Compliance Certificate with each set of its fmancial statements sent to the
Facility Agent under this Agreement.

18.3.2 Each Compliance Certificate must be sigied by two directors of the Borrower.

Information - miscellaneous

The Borrower must supply to the Facility Agent, in sufficient copies for all the Lenders if the Facility Agent so requests:

18.4.1 copies of all documents despatched by the Borrower to its creditors generally (or any class of them) at the same time as they are
despatched;

18.4.2 promptly upon becoming aware of them, details of any litigation, arbitration or administrative proceedings which are current,
threatened or pending against any member of the Group and which might, if adversely determined, have a Material Adverse
Effect;

18.4.3 promptly, details of the loss of any Licence or any communication from OFGEM or other government agency regarding any
potential or threatened loss of any Licence;

18.4.4 promptly, details of any modification of an authorisation or other material regulatory notices received by any Distribution
Company from OFGEM or any other government agency;

18.4.5 a copy of all material information relating to any matter which is reasonably likely to have a Material Adverse Effect which any
Distribution Company supplies to, or receives from, any applicable regulatory body (including OFGEM) (at the same time as it
is supplied to, or promptly fol]owing its receipt from, the applicable regulatory body);

18.4.6 written notice of the details of any proposed changes to the Licence as soon as reasonably practicab]e after becoming aware of
the same (other than changes of a formal, minor or technical nature);

18.4.7 within five Business Days of receiving them, details of any change to the rating by Moody’s or Standard & Poor’s of the long
term, unsecured and non credit-enhanced debt obligations of the Borrower;

18.4.8 the Borrower shall deliver to the Facility Agent at such times as those reports are prepared in order to comply with the then
current statutory or auditing requirements (as applicable either to the trustees of any relevant schemes or to the Borrower),



actuarial reports in relation to all pension schemes mentioned in sub-clause 20.15.2 of Clause 20.15 (Pensions). This obligation
shall apply to only those pension schemes (or groups of the Electricity Supply Pension Scheme) of which the Borrower is at that
time a participating employer and to those reports which have been provided to the Borrower; and

18.4.9 promptly on request, such further infonnation regarding the financial condition, business and operations of the Group as any
Finance Party through the Facility Agent may reasonably request.

18.5 Notification of Default

18.5.1 The Borrower must notify the Facility Agent of any Default (and the steps, if any, being taken to remedy it) promptly upon
becoming aware of its occurrence.

18.5.2 Promptly on request by the Facility Agent, the Borrower must supply to the Facility Agent a certificate signed by two of its
directors on its behalf, certifying that no Default is outstanding or, if a Default is outstanding, specifying the Default and the
steps, if any, being taken to remedy it.

18.6 Use of websites

18.6.1 Except as provided below, the Borrower may deliver any information under this Agreement to a Lender by posting it on to an
electronic website if:

(a) the Facility Agent and the Lender agree;

(b) the Borrower and the Facility Agent designate an electronic website for this purpose;

(c) the Borrower notifies the Facility Agent of the address of and password for the website; and

(d) the information posted is in a format agreed between the Borrower and the Facility Agent.

The Facility Agent must supply each relevant Lender with the address of and password for the website.

18.6.2 Notwithstanding the above, the Borrower must supply to the Facility Agent in paper form a copy of any information posted on
the website together with sufficient copies for:

(a) any Lender not agreeing to receive information via the website; and

(b) any other Lender within ten Business Days of request by that Lender.

18.6.3 The Borrower must promptly upon becoming aware of its occurrence, notify the Facility Agent if:

(a) the website cannot be accessed;

(b) the website or any information on the website is infected by any electronic virus or similar software;

(c) the password for the website is changed; or

(d) any information to be supplied under this Agreement is posted on the website or amended after being posted.

If the circumstances in paragraphs (a) or (b) above occur, the Borrower must supply any information required under this
Agreement in paper form.

Know your customer requirements

18.7.1 if:

(a) the introduction of or any change in (or in the interpretation. administration or application of) any law or regulation



made after the date of this Agreement;

(b) any change in the status of the Borrower after the date of this Agreement whether as a result of the Permitted
Reorganisation or otherwise; or

(c) a proposed assignment or transfer by a Lender of any of its rights and obligations under this Agreement to a party that
is not a Lender prior to such assignment or transfer,

obliges the Facility Agent or any Lender (or, in the case of paragraph (c) above, any prospective new Lender) to comply with
“know your customer” or similar identification procedures in circumstances where the necessary information is not already
available to it, the Borrower shall promptly upon the request of the Facility Agent or any Lender supply, or procure the supply
of, such documentation and other evidence as is reasonably requested by the Facility Agent (for itself or on behalf of any
Lender) or any Lender (for itself or, in the case of the event described in paragraph (c) above, on behalf of any prospective new
Lender) in order for the Facility Agent, such Lender or, in the case of the event described in paragraph (c) above, any
prospective new Lender to carry out and be satisfied it has complied with all necessary “know your customer’ or other similar
checks under all applicable laws and regulations pursuant to the transactions contemplated in the Finance Documents.

19. FINANCIAL COVENANTS

19.1 Definitions

In this Clause:

Cash “ means, at any time, cash denominated in a currency of an Acceptable Jurisdiction in hand or at bank and (in the latter case)
credited to an account in the name of a member of the Group with an Acceptable Bank and to which a member of the Group is alone (or
together with other members of the Group) beneficially entitled and for so long as:

(a) that cash is repayable:

(i) if that cash is deposited with a Lender, within 180 days after the relevant date of calculation; or

(ii) if that cash is deposited with any other lender or financial institution, within 45 days after the relevant date of
calculation:

(b) repayment of that cash is not contingent on the prior discharge of any other indebtedness of any member of the Group or of any
other person whatsoever or on the satisfaction of any other condition;

(c) there is no Security Interest over that cash other than Security Interests permitted under paragraph (b) of sub-clause 20.5.3 of
Clause 20.5 ( Negative piedge); and

(d) the cash is freely and (except as mentioned in paragraph (a) above) immediately available to be applied in repayment or
prepayment of the Facility.

“Cash Equivalent Investments “ means at any time:

(a) certificates of deposit maturing within one year after the relevant date of calculation and issued by an Acceptable Bank;

(b) any investment in marketable debt obligations issued or guaranteed by the government of an Acceptable Jurisdiction or by an
instrumentality or agency of any of them having an equivalent credit rating, maturing within one year after the relevant date of
calculation and not convertible or exchangeable to any other security;

(c) commercial paper not convertible or exchangeable to any other security:

(i) for which a recognised trading market exists;

(ii) issued by an issuer incorporated in an Acceptable Jurisdiction;



(iii) which matures within one year after the relevant date of calculation; and

(iv) which has a credit rating of either A-I or higher by Standard & Poor’s Rating Services or F 1 or higher by Fitch Ratings
Ltd or P-i or higher by Moody’s Investor Services Limited, or, if no rating is available in respect of the commercial
paper, the issuer of tvhich has, in respect of its long-term unsecured and non-credit enhanced debt obligations, an
equivalent rating;

(d) sterling bills of exchange eligible for rediscount at the Bank of England (or their dematerialised equivalent) and accepted by an
Acceptable Bank;

(e) any investment in money market funds which:

(i) have a credit rating of either A-I or higher by Standard & Poor’s Rating Services or Fl or higher by Fitch Ratings Ltd
or P-i or higher by Moody’s Investor Services Limited;

(ii) which invest substantially all their assets in securities of the types described in paragraphs (a) to (d) above; and

(iii) can be turned into cash on not more than 30 days’ notice; or

(f) any other debt security approved by the Majority Lenders,

in each case, denominated in a currency of an Acceptable Jurisdiction and to which any member of the Group is alone (Or together with
other members of the Group) beneficially entitled at that time and which is not issued or guaranteed by any member of the Group or
subject to any Security Interest (other than Security interests permitted under paragraph (b) of sub-clause 20.5.3 of Clause 20.5
( Negative p1edge )).

“Consolidated EBITDA “means the consolidated net pre-taxation profits of the Group for a Measurement Period as adjusted by:

(a) adding back Interest Payable;

(b) taking no account of any exceptional or extraordinary item;

(c) excluding any amount attributable to minority interests;

(d) adding back depreciation and amortisation; and

(e) taking no account of any revaluation of an asset or any loss or gain over book value arising on the disposal of an asset
(otherwise than in the ordinary course of trading) by a member of the Group during that Measurement Period.

“Interest Payable” means, in relation to any Measurement Period, all interest payable and similar charges of the Group expressed in the
relevant cunency and determined on a consolidated basis in accordance with Applicable Accounting Principles but excluding interest
payable or similar charges of the Group in relation to intra-Group items, loans from Affiliates and shareholder loans to the extent that
such intra-Group items, loans from Affiliates and/or shareholder loans are subordinated on the terms set out lii a Subordination Deed.

Regulatory Asset Base “ means at any date, the regulatory asset base of the Distribution Companies for such date as last determined
and notified by OFGEM (interpolated as necessary and adjusted for additions to the regulatory asset base and adjusted as appropriate for
out-turn inflation / regulatory depreciation).

Total Net Debt” means, at any time, the consolidated Financial Indebtedness of the Group which is required to be accounted for as
debt in the consolidated annual fmancial statements of the Group less the aggregate at such time of all Cash or Cash Equivalent
Investments held by any member of the Group excluding intra-Group items, loans from Affiliates and shareholder loans to the extent that
such intra-Group items, loans from Affiliates and/or shareholder loans are subordinated on the terms set out in a Subordination Deed.

19.2 Interpretation



19.2.1 Except as provided to the contrary in this Agreement, an accounting term used in this Clause is to be construed in accordance
with the principles applied in connection with the Original financial Statements.

19.2.2 My amount in a currency other than Sterling is to be taken into account at its Sterling equivalent calculated on the basis of:

(a) the Agents Spot Rate of Exchange for the purchase of the relevant currency in the London foreign exchange market
with Sterling at or about 11.00 a.m. on the day the relevant amount falls to be calculated; or

(b) if the amount is to be calculated on the last day of a fmancial period of the Borrower, the relevant rates of exchange
used by the Borrower in, or in connection with, its fmancial statements for that period.

19.2.3 No item must be credited or deducted more than once in any calculation under this Clause.

19.3 Interest cover

The Borrower must ensure that the ratio of Consolidated EBITDA to Interest Payable is not, on the last day of each Measurement Period,
less than3to 1.

19.4 Asset Cover

The Borrower must ensure that on the last day of each Measurement Period, Total Net Debt does not exceed 85% of the Regulatory Asset
Base.

19.5 Calculation of Interest Payable

For the purpose of the fmancial covenant set out in Clause 19.3 (Interest cover), in relation to any Measurement Period ending less than
12 months from the date of this Agreement, Interest Payable shall be calculated ignoring any amounts accrued before the date of this
Agreement and in respect of the period after the date of this Agreement shall be increased by a factor of A/B where ‘A’ is 365 and ‘B is
the total number of calendar days between the date of this Agreement and the last day of such Measurement Period.

20. GENERAL COVENANTS

20.1 General

The Borrower agrees to be bound by the covenants set out in this Clause relating to it and, where the covenant is expressed to apply to
each Distribution Company or each member of the Group, the Borrower must ensure that each Distribution Company or each of its
Subsidiaries, as the case may be, performs that covenant.

20.2 Authorisations

The Borrower must promptly obtain, maintain and comply with the terms of any authorisation required under any law or regulation to
enable it to perform its obligations under, or for the validity or enforceability of, any finance Document.

20.3 Compliance with laws

Each member of the Group must comply in all respects with all laws to which it is subject where failure to do so is reasonably likely to
have a Material Adverse Effect.

20.4 Purl passu ranking

The Borrower must ensure that its payment obligations under the Finance Documents rank at least pan passu with all its other present
and future unsecured payment obligations, except for obligations mandatorily preferred by law applying to companies generally.

20.5 Negative pledge

In this Clause 20.5, “ Quasi-Security ‘means an arrangement or transaction described in sub-clause 20.5.2 below.



20.5.1 Except as provided below, none of the Borrower, any Distribution Company nor any Holding Company of a Distribution
Company may create or allow to exist any Security Interest or Quasi-Security on any of its assets.

20.5.2 Except as provided below, none of the Borrower, any Distribution Company nor any Holding Company of a Distribution
Company may:

(a) sell, transfer or otherwise dispose of any of its assets on terms whereby they are or may be leased to or re-acquired by
the Borrower or any other member of the Group;

(b) sell, transfer or otherwise dispose of any of its receivables on recourse terms;

(c) enter into any arrangement under which money or the benefit of a bank or other account may be applied, set-off or
made subject to a combination of accounts; or

(d) enter into any other preferential arrangement having a similar effect,

in circumstances where the arrangement or transaction is entered into primarily as a method of raising Financial Indebtedness or
of financing the acquisition of an asset.

20.5.3 Sub-clauses 20.5.1 and 20.5.2 do not apply to:

(a) any Security Interest or Quasi-Security created over the assets of or any shares or other ownership interests in any
entity which becomes a member of the Group after the date of this Agreement as a result of a Permitted Acquisition;

(b) any Security Interest or Quasi-Security created under or in cotmection with or arising out of the Balancing and
Settlement Code or any transactions or arrangements entered into in connection with the management of risks relating
thereto;

(c) in respect of overdue amounts which have not been overdue for mote than 30 days and/or are being contested in good
faith, liens arising solely by operation of law or by order of a court or tribunal (or by an agreement of similar effect)
and/or in the ordinary course of day to day business or operations;

(d) any Security Interest or Quasi-Security arising out of title retention provisions in a supplier’s standard conditions of
supply of goods acquired in the ordinary course of business or operations;

(e) any Security Interest or Quasi-Security created on any asset acquired after the date of this Agreement for the sole
put-pose of fmancing or re-financing that acquisition and securing a principal, capital or nominal amount not exceeding
the cost of that acquisition, provided that the Security Interest or Quasi-Security is removed or discharged within 6
months of the date of acquisition of such asset:

(f) any Security Interest or Quasi-Security outstanding on or over any asset acquired after the date of this Agreement and
in existence at the date of such acquisition, provided that the Security Interest or Quasi-Security is removed or
discharged within 6 months of the date of acquisition of such asset;

(g) any Security Interest or Quasi-Security created or outstanding on or over any asset of any company which becomes a
Subsidiary of the Borrower after the date of this Agreement where such Security Interest or Quasi-Security is created
prior to the date on which such company becomes a Subsidiary of the Borrower and is not created or increased in
contemplation of such company being acquired and/or becoming a Subsidiary of the Borrower and the Security Interest
or Quasi-Security is removed or discharged within 6 months of the date of such company becoming a Subsidiary of the
Borrower;

(h) any Security Interest or Quasi-Security created on any asset to secure any financial Indebtedness incurred in
connection with the fmancing of any asset or project in respect of which the repayment of that Financial Indebtedness
is to be made from the revenues arising out of or other proceeds of realisation from, that asset or project, with recourse
to those revenues and proceeds and other assets used in connection with, or forming the subject matter of, that asset or



project but without recourse (or with such limited recourse as the Majority Lenders may from time to time agree) to
any other assets of the Group;

(1) any netting arrangements under any swap or other hedging transaction which is on standard market terms;

(j) any Security Interest or Quasi-Security created or outstanding with the prior approval of the Majority Lenders; and

(k) any Security Interest or Quasi-Security created or outstanding on or over assets of:

(A) the Borrower provided that the aggregate outstanding principal or nominal amount secured by all Security
Interests and Quasi-Security created or outstanding under this exception on or over such assets shall not at any
time exceed £5,000,000 or its equivalent; and

(B) a Distribution Company provided that the aggregate outstanding principal or nominal amount secured by all
Security Interests and Quasi-Security created or outstanding under this exception on or over such assets shall
not at any time exceed £20,000,000 or its equivalent for each Distribution Company.

20.6 Disposals

20.6. J Except as provided below, no member of the Group may, either in a single transaction or in a series of transactions and whether
related or not, dispose of all or any part of its assets (other than cash).

20.6.2 Sub-clause 20.6.1 does not apply to:

(a) any disposal made in the ordinary course of day to day business or operations of the disposing entity;

(b) disposals on nonnal commercial tenns of obsolete assets or assets no longer required for the purpose of the relevant
Person’s business or operations;

(c) any realisation of investments acquired, purchased or made by the temporary application of funds not immediately
required in the relevant Person’s business or operations;

(d) the exchange of assets for other assets of a similar or superior nature and value, or the sale of assets on normal
commercial tenns for cash which is payable in full on the completion of the sale and is to be, and is, applied in or
towards the purchase of similar assets within 6 months;

(e) the disposal of assets by one wholly-owned Subsidiary of the Borrower to another or (if the consideration for the
disposal does not exceed a normal commercial consideration) to the Borrower by one of its Subsidiaries;

(1) disposals in connection with sale-and-leaseback or sale and repurchase transactions or any other form of “off balance
sheet” financing, provided that the aggregate book value (in the books of the disposing party) of all assets the subject
of all such disposals made during the period commencing on the date of this Agreement and ending on the date when
no amount remains to be lent or remains payable under this Agreement shall not exceed £100,000,000 or its
equivalents;

(g) any disposal which the Majority Lenders shall have agreed shall not be taken into account; and

(h) any disposal of any assets (including shares) other than:

(A) any shares held in any Distribution Company or in any Holding Company of a Distribution Company; and

(B) any assets of a Distribution Company,

for cash where the higher of the market value and net consideration receivable (when aggregated with the higher of the
market value and net consideration receivable for any other sale, lease, licence, transfer or other disposal of any such
assets which is not permitted under any other paragraph of this sub-clause 20.6.2) does not exceed 10% of the



Regulatory Asset Base (as defmed in Clause 19.1 (Definitions )) at the relevant time.

20.7 Environmental matters

20.7.1 The Borrower will and will ensure that each Distribution Company will comply with all applicable Environmental Law and
other regulations, orders or other law applicable to the conduct of the business of the supply or distribution of electricity, in each
case, where failure to do so would have a Material Adverse Effect.

20.7.2 The Borrower will, promptly upon becoming aware of the same, inform the facility Agent in writing of:

(a) any Environmental Claim against it or any Distribution Company which is current, pending or threatened; and

(b) any facts or circumstances which are reasonably likely to result in any Environmental Claim being commenced or
threatened against it or any Distribution Company,

where the claim, if determined against that member of the Group, would have a Material Adverse Effect.

20.8 Insurance

Each member of the Group must insure its business and assets with insurance companies to such an extent and against such risks as that
member of the Group reasonably considers to be appropriate, having regard to the insurance arrangements of companies engaged in
similar business.

20.9 Merger

The Borrower shall not enter into any amalgamation, demerger, merger, corporate reconstruction or reorganisation.

Change of business

The Borrower shall procure that no substantial change is made to the general nature of the business of the Borrower or the Group from
that carried on at the date of this Agreement.

20.11 Acquisitions

20.11.1 Except as provided below neither the Borrower nor any other member of the Group may acquire a company or any shares or
securities or a business or undertaking (or, in each case, any interest in any of them).

20.11.2 Provided that no Event of Default is outstanding on the date of the acquisition or would occur as a result of the acquisition,
sub-clause 20.11.1 does not apply to:

(a) an acquisition by a member of the Group of an asset sold, leased, transferred or otherwise disposed of by another
member of the Group as permitted under sub-clause 20.6.2 of Clause 20.6 ( Disposals ) above;

(b) any Permitted Acquisition; or

(c) any acquisition which the Majority Lenders shall have consented to in writing.

20.12 Prohibition on the Debt Purchase Transactions of the Group

The Borrower shall not, and shall procure that no other member of the Group shall, enter into any Debt Purchase Transaction or
beneficially own all or any part of the share capital of a company that is a Lender or a party to a Debt Purchase Transaction of the type
referred to in paragraphs (b) and (c) of the definition of Debt Purchase Transaction.

Prohibition on Subsidiary Financial Indebtedness

The Borrower shall procure that no member of the Group (other than the Borrower, any Distribution Company or any Subsidiary which
is not a Holding Company of a Distribution Company) will incur or allow to remain outstanding any Financial Indebtedness (other than
Financial Indebtedness owed to another member of the Group).



20.14 Arm’s length transactions

The Borrower shall not (and shall ensure that no member of the Group shall) enter into any transactions with any other member of the
PPL Group except on ann’s length terms and for full market value (or on terms which are more favourable to the Group).

20.15 Pensions

20.15.1 The Borrower shall ensure that no action or omission is taken by any member of the Group in relation to a pension scheme
which has or is reasonably likely to have a Material Adverse Effect (including, without limitation, the termination or
commencement of winding-up proceedings of any such pension scheme).

20.15.2 Except in respect of WPD South Wales Plc for the Western Power Utilities Pension Scheme, the Infralec 92 Scheme and the
WPD Group Electricity Supply Pension Scheme (and in the case of merger, the CN Group of the ESPS) the Borrower shall
ensure that no member of the Group is an employer (for the purposes of sections 38 to 51 of the Pensions Act 2004) of an
occupational pension scheme which is not a money purchase scheme (both terms as defmed in the Pension Schemes Act 1993)
or “connected” with or an “associate” of (as those tenns are used in sections 38 or 43 of the Pensions Act 2004) such an
employer.

20.15.3 The Borrower shall promptly notifi the Facility Agent of any material change in the rate of contributions payable to any of
the pension schemes mentioned in sub-clause 20.15.2 above paid or required (by law or otherwise).

20.15.4 The Borrower shall immediately notif’ the Facility Agent of any investigation or proposed investigation by the Pensions
Regulator which may lead to the issue of a financial Support Direction or a Contribution Notice to any member of the Group.

20.15.5 The Borrower shall immediately notify the Facility Agent if it receives a Financial Support Direction or a Contribution Notice
from the Pensions Regulator.

20.16 Licence

The Borrower will procure that each Distribution Company will at all times:

20.16.1 comply with the terms of its Licence in all material respects:

20.16.2 without prejudice to the generality of sub-clause 20.16.1 above, comply with the ring fencing provisions of its Licence in all
respects; and

20.16.3 not take any action or make any omission which is reasonably likely to result in the revocation or termination of its Licence.

20.17 Dividends and Distribution

The Borrower (and any other member of the Group) will be permitted, at any time, to:

(a) declare, make or pay any dividend, charge, fee or other distribution (or interest on any unpaid dividend, charge, fee or
other distribution) (whether in cash or in kind) on or in respect of its share capital (or any class of its share capital);

(b) repay or distribute any dividend or share premium reserve;

(c) pay or allow any member of the Group to pay any management. advisory or other fee to or to the order of any of the
shareholders of the Borrower; or

(d) redeem, repurchase, defease, retire or repay any of its share capital or resolve to do so,

provided that the Borrower, prior to any action referred to in paragraphs (a) to (d) above being taken, delivers to the Facility Agent a
Distribution Certificate, signed by two directors of the Borrower, certifying that, taking into account any such payment, the Borrower
will be in compliance with its obligations under Clause 19 ( financial Covenants ) on each of the next two Measurement Dates.

Anti-corruption law

20.18.1 The Borrower shall not (and shall ensure that no other member of the Group will) directly or indirectly use the proceeds of the
Facility for any purpose which would breach the Bribery Act 2010, the United States Foreign Corrupt Practices Act of 1977 or
other similar legislation in other jurisdictions.



20.18.2 The Borrower shall (and shall ensure that each other member of the Group will):

(a) conduct its business in compliance with applicable anti-corruption laws; and

(b) maintain policies and procedures designed to promote and achieve compliance with such laws.

21. DEfAULT

21.1 Events of Default

Each of the events set out in this Clause is an Event of Default.

21.2 Non-payment

The Borrower fails to pay any sum payable under any finance Document when due unless its failure to pay is caused by:

21.2.1 administrative or technical error; or

21.2.2 a Disruption Event,

and payment is made within three Business Days of its due date.

21.3 Breach of other obligations

21.3.1 The Borrower does not perform or comply with its obligations under Clause 19 (Financial Covel7ants), Clause 20.5 (Negative
pledge), Clause 20.6 ( Disposals ) or Clause 20.11 (Acquisitions).

21.3.2 The Borrower does not perform or comply with any of its other obligations under any Finance Document (other than those
referred to in Clause 21.2 ( Non-payment ) and in sub-clause 21.3.1 above) in any material respect or any representation or
warranty by the Borrower in this Agreement or in any document delivered under it is or proves to have been incorrect when
made or deemed repeated, unless the non-compliance or circumstances giving rise to the misrepresentation, as the case may be,
is capable of remedy and is not remedied within 15 Business Days of the earlier of the Facility Agent giving notice requiring the
same to be remedied and the Borrower becoming aware of such non-compliance or misrepresentation, as the case may be.

21.4 Cross-default

21.4.1 Any Financial thdebtedness of the Borrower or any Distribution Company is not paid when due nor within any originally
applicable grace period.

2 1.4.2 My financial Indebtedness of the Borrower or any Distribution Company is declared to be or otherwise becomes due and
payable prior to its specified maturity as a result of an event of default (however described).

21.4.3 Any commitment for any Financial Indebtedness of the Borrower or any Distribution Company is cancelled or suspended by a
creditor of that member of the Group as a result of an event of default (however described).

21.4.4 My creditor of the Borrower or any Distribution Company becomes entitled to declare any Financial Indebtedness of my

member of the Group due and payable prior to its specified maturity as a result of an event of default (however described).

21.4.5 No Event of Default will occur under this Clause 21.4 unless and until the aggregate amount of such Financial Indebtedness
falling within sub-clauses 21.4.1 to 21.4.4 above is more than £20,000,000 or its equivalent in any other currency or currencies.

Insolvency

2 1.5.1 Any of the following occurs in respect of the Borrower:



(a) it is unable to pay its debts generally as they fall due or it is deemed by a court of competent jurisdiction to be
insolvent;

(b) it suspends making payments on all or any class of its debts or publicly announces an intention to do so;

(c) by reason of actual or anticipated financial difficulties, it begins negotiations with all or any class of its creditors for the
general rescheduling of its indebtedness; or

(d) a moratorium is declared in respect of any of its indebtedness.

21.5.2 If a moratorium occurs in respect of the Borrower, the ending of the moratorium will not remedy any Event of Default caused by
the moratorium.

21.6 Insolvency proceedings

21.6.1 Except as provided below, any of the following occurs in respect of the Borrower:

(a) a suspension of payments, a moratorium of any indebtedness or a reorganisation (by way of voluntary arrangement,
scheme of arrangement or otherwise);

(b) any person presents a petition for its winding-up, administration or dissolution;

(c) an order for its winding-up, administration or dissolution is made;

(d) any liquidator, trustee in bankruptcy, judicial custodian, compulsory manager, receiver, administrative receiver,
administrator or similar officer is appointed in respect of it or any of its assets;

(e) its directors or other officers request the appointment of a liquidator, trustee in bankruptcy, judicial custodian,
compulsory manager, receiver, administrative receiver, administrator or similar officer;

(f) enforcement of any Security over any of its assets; or

(g) any other analogous step or procedure is taken in any jurisdiction.

21.6.2 Sub-clause 21.6.1 does not apply to:

(a) a petition for winding-up presented by a creditor which is being actively contested in good faith and with due diligence
and with a reasonable prospect of success; or

(b) a voluntary solvent winding-up, amalgamation, reconstruction or reorganisation or otherwise part of a solvent scheme
of arrangement, in each case which is on terms approved by the Majority Lenders.

21.7 Creditors’ process

A distress, attachment, execution or other legal process material in relation to the Borrower’s ability to perform its payment obligations
under this Agreement is levied, enforced or sued out on or against the assets of the Borrower and is not discharged or stayed within 30
days.

21.8 Licence

Either:

21.8.1 notice is given to revoke or terminate any Licence unless such termination is being contested in good faith and such notice is
revoked or cancelled within 14 days of notice being given; or

21.8.2 any Licence is revoked,



in either case, other than in circumstances which permit the Borrower or the relevant Distribution Company to carry on the distribution
business of the relevant Distribution Company either without a licence as a result of any change in the Act or regulatory regime or with a
new licence, permitting the distribution of electricity in the authorised areas covered by the relevant Licence, issued under the Act or
pursuant to the Utilities Act, 2000.

21.9 Balancing and Settlement Code

21.9.1 any Distribution Company ceases to be a party to the Balancing and Settlement Code Framework Agreement other than in
circumstances where that Distribution Company is able to carry on its distribution business; or

21.9.2 any Distribution Company breaches the Balancing and Settlement Code and such breach has or is reasonably likely to have a
Material Adverse Effect.

21.10 Unlawfulness and invalidity

21.10.1 It is or becomes unlawful for the Borrower to perform any of its obligations under the Finance Documents in any material
respect.

21.10.2 My obligation or obligations of the Borrower under any Finance Documents are not (subject to the Legal Reservations) or
cease to be legal, valid, binding or enforceable and the cessation individually or cumulatively materially and adversely affects
the interests of the Lenders under the finance Documents.

21.11 Cessation of business

The Borrower or any Distribution Company suspends or ceases to carry on (or threatens to suspend or cease to carry on) all or a material
part of its business except as a result of a disposal permitted by Clause 20.6 (Disposals).

Repudiation and rescission of agreements

The Borrower (or any other relevant party other than a Finance Party) rescinds or purports to rescind or repudiates or purports to
repudiate a Finance Document or evidences an intention to rescind or repudiate a Finance Document.

21.13 Ownership of the Distribution Companies

The Borrower ceases to own (directly or indirectly) 100% of the shares in any Distribution Company.

21.14 Material Adverse Effect

My event or circumstance occurs which has or is reasonably likely to have a Material Adverse Effect.

21.15 Acceleration

If an Event of Default is outstanding, the Facility Agent may, and must if so instructed by the Majority Lenders, by notice to the
Borrower:

21.15.1 cancel the Total Commitments; and/or

21 .15.2 declare that all or part of any amounts outstanding under the Finance Documents are:

(a) inmiediately due and payable; and/or

(b) payable on demand by the facility Agent acting on the instructions of the Majority Lenders.

My notice given under this sub-clause will take effect in accordance with its terms.

22. THE ADMIMSTRATWE PARTIES



22.1 Appointment and duties of the facility Agent

22.1.1 Each Finance Party (other than the Facility Agent) irrevocably appoints the Facility Agent to act as its agent under the Finance
Documents.

22.1.2 Each Finance Party irrevocably authorises the Facility Agent to:

(a) perform the duties and to exercise the rights, powers and discretions that are specifically given to it under the Finance
Documents, together with any other incidental rights, powers and discretions; and

(b) execute each Finance Document expressed to be executed by the Facility Agent.

22.1.3 The Facility Agent has only those duties which are expressly specified in the Finance Documents. Those duties are solely of a
mechanical and administrative nature.

22.1.4 The Facility Agent shall provide to the Borrower within three Business Days of a request by the Borrower (but no more
frequently than once per calendar month), a list (which may be in electronic form) setting out the names of the Lenders as at the
date of that request, their respective Commitments, the address and fax number (and the department or officer, if any, for whose
attention any communication is to be made) of each Lender for any connnunication to be made or document to be delivered
under or in connection with the Finance Documents, the electronic mail address and/or any other information required to enable
the sending and receipt of information by electronic mail or other electronic means to and by each Lender to whom any
conmnmication under or in connection with the Finance Documents may be made by that means and the account details of each
Lender for any payment to be distributed by the Facility Agent to that Lender under the Finance Documents.

22.2 Role of the Arranger

Except as specifically provided in the Finance Documents, neither the Arranger nor any Co-ordinator has any obligations of any kind to
any other Party in connection with any Finance Document.

22.3 No fiduciary duties

Except as specifically provided in a finance Document, nothing in the Finance Documents makes an Administrative Party a trustee or
fiduciary for any other Party or any other person and no Administrative Party need hold in trust any moneys paid to it for a Party or be
liable to account for interest on those moneys.

22.4 Individual position of an Administrative Party

22.4.1 if it is also a Lender, each Administrative Party has the same rights and powers under the finance Documents as any other
Lender and may exercise those rights and powers as though it were not an Administrative Party.

22.4.2 Each Administrative Party may:

(a) carry on any business with the Borrower or its related entities (including acting as an agent or a trustee for any other
fmancing); and

(b) retain any profits or remuneration it receives under the finance Documents or in relation to any other business it carries
on with the Borrower or its related entities.

22.5 Reliance

The facility Agent may:

22,5.1 rely on any notice or document believed by it to be genuine and correct and to have been signed by, or with the authority of, the
proper person;



22.5.2 rely on any statement made by any person regarding any matters which may reasonably be assumed to be within his knowledge
or within his power to veril’;

22.5.3 engage, pay for and rely on professional advisers selected by it (including those representing a Party other than the Facility
Agent); and

22.5.4 act under the Finance Documents through its personnel and agents.

22.6 Majority Lenders’ instructions

22.6.1 The Facility Agent is filly protected if it acts on the instructions of the Majority Lenders in the exercise of any right, power or
discretion or any matter not expressly provided for in the finance Documents. Any such instructions given by the Majority
Lenders will be binding on all the Lenders. In the absence of instructions, the Facility Agent may act as it considers to be in the
best interests of all the Lenders.

22.6.2 The Facility Agent is not authorised to act on behalf of a Lender (without first obtaining that Lender’s consent) in any legal or
arbitration proceedings in connection with any Finance Document.

22.6.3 The Facility Agent may require the receipt of security satisfactory to it, whether by way of payment in advance or otherwise,
against any liability or loss which it may incur in complying with the instructions of the Majority Lenders.

22.7 Responsibility

22.7.1 No Administrative Party is responsible to any other Finance Party for the adequacy, accuracy or completeness of:

(a) any Finance Document or any other document; or

(b) any statement or information (whether written or oral) made in or supplied in connection with any Finance Document.

22.7.2 Without affecting the responsibility of the Borrower for information supplied by it or on its behalf in connection with any
Finance Document, each Lender con.finns that it:

(a) has made, and will continue to make, its own independent appraisal of all risks arising under or in connection with the
Finance Documents (including the financial condition and affairs of the Borrower and its related entities and the nature
and extent of any recourse against any Party or its assets); and

(b) has not relied exclusively on any information provided to it by any Administrative Party in connection with any
Finance Document.

22.7.3

(a) Nothing in this Agreement will oblige the Facility Agent to satisfy any know your customer requirement in relation to
the identity of any person on behalf of any Finance Party.

(5) Each Finance Party conlirms to the facility Agent that it is solely responsible for any know your customer
requirements it is required to carry out and that it may not rely on any statement in relation to those requirements made
by any other person.

22.8 Exclusion ofliabilitv

22.8.1 The Facility Agent is not liable or responsible to any other Finance Party for any action taken or not taken by it in connection
with any finance Document, unless directly caused by its gross negligence or wilful misconduct.

22.8.2 The Facility Agent will not be liable for any delay (or any related consequences) in crediting an account with an amount
required under the Finance Documents to be paid by the Facility Agent, if the Facility Agent has taken all necessary steps as
soon as reasonably practicable to comply with the regulations or operating procedures of any recogiised clearing or settlement



system used by the Facility Agent for that purpose.

22.8.3 No Party may take any proceedings against any officer, employee or agent of the Facility Agent in respect of any claim it might
have against the Facility Agent or in respect of any act or omission of any kind by that officer, employee or agent in connection
with any finance Document. Any officer, employee or agent of the Facility Agent may rely on this sub-clause and enforce its
terms under the Contracts (Rights of Third Parties) Act 1999.

22.9 Default

22.9.1 The facility Agent is not obliged to monitor or enquire whether a Default has occurred. The Facility Agent is not deemed to
have imowledge of the occurrence of a Default.

22.9.2 If the Facility Agent:

(a) receives notice from a Party referring to this Agreement, describing a Default and stating that the event is a Default; or

(b) is aware of the non-payment of any principal or interest or any fee payable to a Lender under this Agreement,

it must promptly notii the Lenders.

22.10 Information

22.10.1 The facility Agent must promptly forward to the person concerned the original or a copy of any document which is delivered to
the facility Agent by a Party for that person.

22.10.2 Except where a Finance Document specifically provides otherwise, the Facility Agent is not obliged to review or check the
adequacy, accuracy or completeness of any document it forwards to another Party.

22.10.3 Except as provided above, the facility Agent has no duty:

(a) either initially or on a continuing basis to provide any Lender with any credit or other information concerning the risks
arising under or in connection with the Finance Documents (including any information relating to the fmancial
condition or affairs of the Borrower or its related entities or the nature or extent of recourse against any Party or its
assets) whether coming into its possession before, on or after the date of this Agreement; or

(b) unless specifically requested to do so by a Lender in accordance with a finance Document, to request any certificate or
other document from the Borrower.

22.10.4 In acting as the Facility Agent, the agency division of the Facility Agent is treated as a separate entity from its other divisions
and departments. Any information acquired by the Facility Agent which, in its opinion, is acquired by it otherwise than in its
capacity as the Facility Agent may be treated as confidential by the Facility Agent and will not be treated as information
possessed by the Facility Agent in its capacity as such.

22.10.5 The Facility Agent is not obliged to disclose to any person any confidential information supplied to it by a member of the Group
solely for the purpose of evaluating whether any waiver or amendment is required to any term of the finance Documents.

22.10.6 The BolTower irrevocably authorises the Facility Agent to disclose to the other finance Parties any information which, in its
opinion, is received by it in its capacity as the Facility Agent.

22.10.7 Without prejudice to the generality of the foregoing, the facility Agent may disclose the identity of a Defaulting Lender to the
other Finance Parties and the Bon-ower and shall disclose the same upon the written request of the Borrower or the Majority
Lenders.

22.11 Indemnities

22.11.1 Without limiting the liability of the Borrower under the finance Documents, each Lender must indemnify the Facility Agent for
that Lender’s Pro Rata Share of any loss or liability incurred by the Facility Agent in acting as the Facility Agent, except to the
extent that the loss or liability is caused by the Facility Agent’s gross negligence or wilful misconduct or to the extent that the
Facility Agent has been reimbursed in full by the Borrower for such loss or liability.

22.11.2 The facility Agent may deduct from any amount received by it for a Lender any amount due to the Facility Agent from that



Lender under a Finance Document but unpaid.

22.11.3 The Borrower must indenmify the Facility Agent against any loss or liability properly incurred by the Facility Agent as a result
of:

(a) investigating any event which the Facility Agent reasonably believes to be a Default; or

(b) acting or relying on any notice which the Facility Agent reasonably believes to be genuine, correct and appropriately
authorised.

22.12 Compliance

The Facility Agent may refrain from doing anything (including disclosing any information) which might, in its opinion, constitute a
breach of any law or regulation or be otherwise actionable at the suit of any person, and may do anything which, in its opinion, is
necessary or desirable to comply with any law or regulation.

22.13 Resignation of the Facility Agent

22.13.1 The Facility Agent may resign and appoint any of its Affiliates as successor Facility Agent by giving notice to the Lenders and
the Borrower.

22.13.2 Alternatively, the Facility Agent may resign by giving notice to the Lenders and the Borrower, in which case the Majority
Lenders may appoint a successor Facility Agent.

22.13.3 if no successor Facility Agent has been appointed under sub-clause 22.13.2 above within 30 days after notice of resignation was
given, the Facility Agent may appoint a successor Facility Agent.

22.13.4 The person(s) appointing a successor Facility Agent must, if practicable, consult with the Borrower prior to the appointment.
Any successor Facility Agent must have an office in the U.K.

22.13.5 The resignation of the Facility Agent and the appointment of any successor Facility Agent will both become effective only when
the successor Facility Agent notifies all the Parties that it accepts its appointment. On giving the notification, the successor
Facility Agent will succeed to the position of the Facility Agent and the term “ Facility Agent “will mean the successor Facility
Agent.

22.13.6 The retiring Facility Agent must, at its own cost, make available to the successor Facility Agent such documents and records and
provide such assistance as the successor Facility Agent may reasonably request for the purposes of performing its functions as
the Facility Agent under the Finance Documents.

22.13.7 Upon its resignation becoming effective, this Clause will continue to benefit the retiring Facility Agent in respect of any action
taken or not taken by it in connection with the Finance Documents while it was the Facility Agent, and, subject to sub-
clause 22.13.6 above, it will have no further obligations under any Finance Document.

22.14 Replacement of the Facility Agent

22.14.1 After consultation with the Borrower, the Majority Lenders may, by giving 30 days’ notice to the Facility Agent (or, at any thne
the Facility Agent is an Impaired Agent, by giving any shorter notice determined by the Majority Lenders) replace the Facility
Agent by appointing a successor Facility Agent (acting through an office in the United Kingdom).

22.14.2 The retiring Facility Agent shall (at its own cost if it is an Impaired Agent and othenvise at the expense of the Lenders) make
available to the successor Facility Agent such documents and records and provide such assistance as the successor Facility
Agent may reasonably request for the purposes of performing its functions as Facility Agent under the Finance Documents.

22.14.3 The replacement of the Facility Agent and the appointment of the successor Facility Agent shall take effect on the date specified
in the notice from the Majority Lenders to the retiring Facility Agent. As from this date, the retiring Facility Agent shall be
discharged from any further obligation in respect of the Finance Documents but shall remain entitled to the benefit of this
Clause 22 (and any agency fees for the account of the retiring Facility Agent shall cease to accrue from (and shall be payable on)
that date).

22.14.4 Any successor Facility Agent and each of the other Parties shall have the same rights and obligations amongst themselves as
they would have had if such successor had been an original Party.



22.15 Relationship with Lenders

22.15.1 Subject to Clause 28.9 ( Pro rata interest settlement ), the Facility Agent may treat each Lender as a Lender, entitled to
payments under this Agreement and as acting through its Facility Office(s) until it has received not less than five Business Days
prior notice from that Lender to the contrary.

22.15.2 The Facility Agent may at any time, and must if requested to do so by the Majority Lenders, convene a meeting of the Lenders.

22.15.3 The Facility Agent must keep a register of all the Parties and supply any other Party with a copy of the register on request. The
register will include each Lenders Facility Office(s) and contact details for the purposes of this Agreement.

22.16 Facility Agent’s management time

If the Facility Agent requires, any amount payable to the Facility Agent by any Party under any indemnity or in respect of any costs or
expenses incurred by the Facility Agent under the Finance Documents after the date of this Agreement may include the cost of using its
management time or other resources and will be calculated on the basis of such reasonable daily or hourly rates as the Facility Agent may
notify to the relevant Party. This is in addition to any amount in respect of fees or expenses paid or payable to the Facility Agent under
any other term of the Finance Documents.

22.17 Notice period

Where this Agreement specifies a minimum period of notice to be given to the Facility Agent, the Facility Agent may, at its discretion,
accept a shorter notice period.

22.1$ Subordination Deed

The Lenders expressly authorise the Facility Agent, at the request of the Company, to enter into a Subordination Deed in respect of any
intra-Group items, loans from Affiliates and shareholder loans made to any member of the Group.

EVIDENCE AiND CALCULATIONS

23.1 Accounts

Accounts maintained by a Finance Party in connection with this Agreement are prima fade evidence of the matters to which they relate
for the purpose of any litigation or arbitration proceedings.

23.2 Certificates and determinations

Any certification or determination by a Finance Party of a rate or amount under the Finance Documents will be, in the absence of
manifest error, conclusive evidence of the matters to which it relates.

23.3 Calculations

Any interest or fee accruing under this Agreement accrues from day to day and is calculated on the basis of the actual number of days
elapsed and a year of 360 or 365 days or otherwise, depending on what the Facility Agent determines is market practice.

24. FEES

24.1 Agency fee

The Borrower must pay to the Facility Agent for its own account an annual agency fee in the manner agreed between the Facility Agent
and the Borrower.

Upfront fees

The Borrower must pay the upfront fees in the manner agreed between the relevant Administrative Patties and the Borrower.



24.3 Commitment fee

24.3.1 The Borrower must pay a commitment fee computed at the rate of 40 per cent. of the applicable Margin on the undrawn,
uncancelled amount of each Lender’s Commitment for the Availability Period calculated from the date of this Agreement.

24.3.2 The commitment fee is payable quarterly in arrears during the Availability Period and on the last day of the Availability Period.
Accrued commitment fee is also payable to the Facility Agent for a Lender on the date its Commitment is cancelled in full.

24.3.3 No conunitment fee is payable to the Facility Agent (for the account of a Lender) on any Available Commitment of that Lender
for any day on which that Lender is a Defaulting Lender.

24.4 Utilisafion fee

24.4.1 The Borrower must pay to the Facility Agent for each Lender a utilisation fee computed at the rate of 0.20 per cent, per annum
on the aggregate principal amount of the Loans for each day on which the aggregate amount of all Loans exceeds 33.34 per cent.
of the Total Commitments but is lower than or equal to 66.67 per cent. of the Total Commitments.

24.4.2 The Borrower must pay to the Facility Agent for each Lender a utilisation fee computed at the rate of 0.40 per cent. per annum
on the aggregate principal amount of the Loans for each day on which the aggregate amount of all Loans exceeds 66.67 per cent.
of the Total Coimnitments. For the avoidance of doubt, the fee described in sub-clause 24.4.1 above is not payable in respect of
any day for which the fee described in this sub-clause 24.4.2 is payable.

24.4.3 Utilisation fee is payable on the amount of each Lender’s share in the Loans.

24.4.4 Accrued utilisation fee is payable quarterly in arrears. Accrued utilisation fee is also payable to the Facility Agent for a Lender
on the date its Commitment is cancelled in full.

INDEMNITIES AND BREAK COSTS

25.1 Currency indemnity

25.1.1 The Borrower must, as an independent obligation, indemnify each Finance Party against any loss or liability which that Finance
Party incurs as a consequence of:

(a) that Finance Party receiving an amount in respect of the Borrower’s liability under the Finance Documents; or

(b) that liability being converted into a claim, proof, judgment or order,

in a currency other than the currency in which the amount is expressed to be payable under the relevant Finance Document.

25.1.2 Unless otherwise required by law, the Borrower waives any right it may have in any jurisdiction to pay any amount under the
Finance Documents in a currency other than that in which it is expressed to be payable.

25.2 Other indemnities

The Borrower shati within 15 days of demand indemnify’ the Facility Agent and each Lender against any funding or other cost, loss,
expense or liability in an amount certified by it in reasonable detail (together with documentation in support) sustained or incurred by it
as a direct result of:

25.2.1 the occurrence of any Event of Default;

25.2.2 (other than by reason of negligence or default by a Finance Party) a Loan not being made after a Request has been delivered for
that Loan; or

25.2.3 the receipt or recovery by an’ party (or the Facility Agent on its behalf) of all or any part of a Loan or overdue sum due from the
Borrower otherwise than on the Final Maturity Date or Maturity Date of that Loan or, in the case of an overdue sum, the last day



of an interest period relating to that overdue sum, as the case may be or a Loan or any part thereof not being prepaid in
accordance with a notice of prepayment.

Break Costs

25.3.1 The Borrower must pay to each Lender its Break Costs within three Business Days of demand.

25.3.2 Break Costs are the amount (if any) determined by the relevant Lender by which:

(a) the interest (excluding Margin and Mandatory Costs) which that Lender would have received for the period from the
date of receipt of any part of its share in a Loan or overdue amount to the last day of the applicable Term for that Loan
or overdue amount if the principal or overdue amount received had been paid on the last day of that Term;

exceeds

(b) the amount which that Lender would be able to obtain by placing an amount equal to the amount received by it on
deposit with a leading bank in the appropriate interbank market for a period starting on the Business Day following
receipt and ending on the last day of the applicable Term.

25.3.3 Each Lender must supply to the facility Agent for the Borrower details of the amount of any Break Costs claimed by it under
this Clause.

26. EXPENSES

26.1 Initial costs

The Borrower must pay to each Administrative Party promptly on demand the amount of all costs and expenses (including legal fees)
reasonably incurred by it in connection with the negotiation, preparation, printing, execution and syndication of the Finance Documents.

26.2 Subsequent costs

The Borrower must pay to the Facility Agent promptly on demand the amount of all costs and expenses (including legal fees) reasonably
incurred by it in connection with:

26.2.1 the negotiation, preparation, printing and execution of any Finance Document (other than a Transfer Certificate) executed after
the date of this Agreement and the syndication of the facility; and

26.2.2 any amendment, waiver or consent requested by or on behalf of the Borrower or specifically allowed by this Agreement.

26.3 Enforcement costs

The Borrower must pay to each finance Party the amount of all costs and expenses (including legal fees) incurred by it in connection
with the enforcement of, or the preservation of any rights under, any Finance Document.

27. AMENDMENTS AND WAIVERS

27.1 Procedure

27.1.1 Except as provided in this Clause 27, any term of the Finance Documents may be amended or waived with the agreement of the
Borrower and the Majority Lenders. The Facility Agent may effect, on behalf of any Finance Party, an amendment or waiver
allowed under this Clause.

27.1.2 The facility Agent must promptly notify the other Parties of any amendment or waiver effected by it under sub-clause 27.1.1
above. Any such amendment or waiver is binding on all the Parties.

27.2 Exceptions



27.2.1 An amendment or waiver that has the effect of changing or which relates to:

(a) the definition of Majority Lenders in Clause 1.1 (Definitions);

(b) an extension of the date of payment of any amount to a Lender under the finance Documents;

(c) a reduction in the Margin or a reduction in the amount of any payment of principal, interest, fee or other amount
payable to a Lender under the Finance Documents;

(d) an increase in, or an extension of, a Commitment or the Total Commitments or any requirement that a cancellation of
Commitments reduces the Commitments of the Lenders rateably under the Facility;

(e) a term of a finance Document which expressly requires the consent of each Lender;

(f) the right of a Lender to assign or transfer its rights or obligations under the Finance Documents;

(g) Clause 8.1 ( Mandatory prepayment — illegality) or Clause 8.2 ( Mandatory prepayment — change ofcontrol); or

(h) this Clause,

may only be made with the consent of all the Lenders.

27.2.2 An amendment or waiver which relates to the rights or obligations of an Administrative Party may only be made with the
consent of that Administrative Party.

Disenfranchisement of Defaulting Lenders

27.3.1 For so long as a Defaulting Lender has any Available Commitment, in ascertaining the Majority Lenders or whether any given
percentage (including, for the avoidance of doubt, unanimity) of the Total Commitments has been obtained to approve any
request for a consent, waiver, amendment or other vote under the Finance Documents, that Defaulting Lender’s Commitments
will be reduced by the amount of its Available Commitment.

27.3.2 For the purposes of this Clause 27.3, the Facility Agent may assume that the following Lenders are Defaulting Lenders:

(a) any Lender which has notified the Facility Agent that it has become a Defaulting Lender;

(b) any Lender in relation to which it is aware that any of the events or circumstances referred to in paragraphs (a), (b) or
(c) of the definition of “Defaulting Lender” has occurred where, in the case of the events or circumstances referred to in
paragraph (a), none of the exceptions to that paragraph apply,

unless it has received notice to the contrary from the Lender concerned (together with any supporting evidence reasonably
requested by the facility Agent) or the Facility Agent is otherwise aware that the Lender has ceased to be a Defaulting Lender.

27.4 Replacement of a Defaulting Lender

27.4.1 The Borrower may, at any time a Lender has become and continues to be a Defaulting Lender, by giving 10 Business Days’
prior written notice to the facility Agent and such Lender:

(a) replace such Lender by requiring such Lender to (and to the extent pennitted by law such Lender shall) transfer
pursuant to Clause 28 ( Changes to the Parties ) all (and not part only) of its rights and obligations under this
Agreement; or

(b) require such Lender to (and to the extent permitted by law such Lender shall) transfer pursuant to Clause 28 ( Changes
to the Parties ) all (and not part only) of the undrawn Commitment of the Lender,

27.3

.



to a Lender or other bank, financial institution, trust, fund or other entity (a” Replacement Lender ) selected by the Borrower,
and which is acceptable to the Facility Agent (acting reasonably) (unless the Facility Agent is an Impaired Agent), which
confirms its willingness to assume and does assume all the obligations or all the relevant obligations of the transferring Lender
(including the assumption of the transferring Lenders participations or unfunded participations (as the case may be) on the same
basis as the transferring Lender) for a purchase price in cash payable at the time of transfer equal to the outstanding principal
amount of such Lenders participation in the outstanding Loans and all accrued interest (to the extent that the Facility Agent has
not given a notification under Clause 28.9 (Pro rata interest settlement )), Break Costs and other amounts payable in relation
thereto under the Finance Documents.

27.4.2 Any transfer of rights and obligations of a Defaulting Lender pursuant to this Clause shall be subject to the following conditions:

(a) the Borrower shall have no right to replace the facility Agent;

(b) neither the Facility Agent nor the Defaulting Lender shall have any obligation to the Borrower to find a Replacement
Lender;

(c) the transfer must take place no later than 14 days after the notice referred to in sub-clause 27.4.1 above; and

(d) in no event shall the Defaulting Lender be required to pay or surrender to the Replacement Lender any of the fees
received by the Defaulting Lender pursuant to the Finance Documents.

27.5 Change of currency

If a change in any currency of a country occurs (including where there is more than one currency or currency imit recognised at the same
time as the lawful currency of a country), the Finance Documents will be amended to the extent the Facility Agent (acting reasonably and
after consultation with the Borrower) determines is necessary to reflect the change.

I7.6
Waivers and remedies cumulative

The rights of each Finance Party under the Finance Documents:

27.6.1 may be exercised as often as necessary;

27.6.2 are cumulative and not exclusive of its rights under the general law; and

27.6.3 may be waived only in writing and specifically.

Delay in exercising or non-exercise of any right is not a waiver of that right.

2$. CHANGES TO THE PARTiES

28.1 Assignments and transfers by the Borrower

The Borrower may not assign or transfer any of its rights and obligations under the finance Documents without the prior consent of all
the Lenders unless the assignment or transfer is to effect and complete a Permitted Reorganisation.

28.2 Assignments and transfers by Lenders

28.2.1 A Lender (the Existing Lender ‘) may, subject to the following provisions of this Clause 28, at any time assign or transfer
(including by way of novation) any of its rights and obligations under this Agreement to any bank, financial institution or trust,
fund or other entity which is regularly engaged in or established for the purpose of making, purchasing or investing in loans,
securities or other fmancial assets (the “ New Lender “).

28.2.2 Unless the Borrower and the Facility Agent otherwise agree, an assignment or transfer of part of a Commitment or rights and
obligations under this Agreement by the Existing Lender must be in a minimum amount of5,OOO,OOO.



28.2.3 An Existing Lender must consult with the Borrower for no more than five Business Days before it may make an assignment or
transfer unless the New Lender is another Lender or an Affiliate of a Lender or an Event of Default has occurred and is
outstanding.

28.2.4 The Facility Agent is not obliged to accept an assignment or to execute a Transfer Certificate until it has completed all know
your customer requirements to its satisfaction. The facility Agent must promptly notify the Existing Lender and the New
Lender if there are any such requirements.

28.2.5 An assignment of rights or a transfer of rights and obligations will be effective only if either:

(a) the obligations are novated in accordance with the following provisions of this Clause 2$; or

(b) the New Lender confirms to the Facility Agent and the Borrower in form and substance satisfactory to the Facility
Agent that it is bound by the terms of this Agreement as a Lender. On the assignment or transfer becoming effective in
this maimer the Existing Lender will be released from its rights and obligations under this Agreement to the extent that
they are transferred to the New Lender.

28.2.6 Unless the Facility Agent otherwise agrees, the New Lender must pay to the facility Agent for its own account, on or before the
date any assignment or transfer occurs, a fee of1,75O.

28.2.7 Any reference in this Agreement to a Lender includes a New Lender but excludes a Lender if no amount is or may be owed to or
by it under this Agreement.

28.3 Procedure for transfer by way of novations

28.3.1 A novation is effected if:

(a) the Existing Lender and the New Lender deliver to the Facility Agent a duly completed Transfer Certificate; and

(b) the Facility Agent executes it.

Subject to sub-clause 28.2.4 of Clause 28.2 (Assignments and transfers by Lenders ), the facility Agent must execute as soon as
reasonably practicable a Transfer Certificate delivered to it and which appears on its face to be in order.

28.3.2 Each Party (other than the Existing Lender and the New Lender) irrevocably authorises the Facility Agent to execute any duly
completed Transfer Certificate on its behalf.

28.3.3 Subject to Clause 28.9 ( Pro rata interest settlement), on the Transfer Date:

(a) the New Lender will assume the rights and obligations of the Existing Lender expressed to be the subject of the
novation in the Transfer Certificate in substitution for the Existing Lender; and

(b) the Existing Lender will be released from those obligations and cease to have those rights.

28.4 Limitation of responsibility of Existing Lender

28.4.1 Unless expressly agreed to the contrary, an Existing Lender is not responsible to a New Lender for the legality, validity,
adequacy, accuracy, completeness or performance of:

(a) any finance Document or any other document; or

(b) any statement or information (whether Titten or oral) made in or supplied in connection with any Finance Document,

and any representations or warranties implied by law are excluded.

28.4.2 Each New Lender confirms to the Existing Lender and the other Finance Parties that it:

—-



(a) has made, and will continue to make, its own independent appraisal of all risks arising under or in connection with the
Finance Documents (including the financial condition and affairs of the Borrower and its related entities and the nature
and extent of any recourse against any Party or its assets) in connection with its participation in this Agreement; and

(b) has not relied exclusively on any information supplied to it by the Existing Lender in connection with any Finance
Document.

28.4.3 Nothing in any Finance Document requires an Existing Lender to:

(a) accept a re-transfer or re-assignment from a New Lender of any of the rights and obligations assigned or transferred
under this Clause; or

(b) support any losses incurred by the New Lender by reason of the non-performance by the Borrower of its obligations
under any finance Document or otherwise.

28.5 Costs resulting from change of Lender or Facility Office

If:

28.5.1 a Lender assigns or transfers any of its rights and obligations under the Finance Documents or changes its Facility Office; and

28.5.2 as a result of circumstances existing at the date the assigmuent, transfer or change occurs, the Borrower would be obliged to
make a payment to the New Lender or Lender acting through its new Facility’ Office under Clause 12 ( Tax gross-up and
indemnities ) or Clause 13 (Increased costs),

then the New Lender or Lender acting through its new Facility Office is only entitled to receive payment under those Clauses to
the same extent as the Existing Lender or Lender acting through its previous Facility Office would have been if the assignment,
transfer or change had not occurred. This Clause 28.5 shall not apply:

(i) in respect of an assignment or transfer made in the ordinary course of the primary syndication of the Facility; or

(ii) in relation to Clause 12 ( Tax gross-up and indemnities ), to a Treaty Lender that has included an indication to the
effect that it wishes the HIVIRC DI Treaty Passport scheme to apply to this Agreement in accordance with sub-clause
12.6.1 of Clause 12.6 ( HMRC DI Treat-i’ Passport scheme coiifirmation) if the Borrower making the payment has not
complied with its obligations under sub-clause 12.6.2 of Clause 12.6 ( HMRC DT Treaty Passport scheme
confirmation ).

28.6 Changes to the Reference Banks

28.6.1 If a Reference Bank (or, if a Reference Bank is not a Lender, the Lender of which it is an Affiliate) ceases to be a Lender, the
facility Agent must (in consultation with the Boirower) appoint another Lender or an Affiliate of a Lender to replace that
Reference Bank.

28.6.2 If a Reference Bank ceases to have a London office or novates or assigns all its rights and obligations under this Agreement or if
any Commitments of any Reference Bank are cancelled or if Loans it has advanced are prepaid it shall be replaced as a
Reference Bank by such other Lender or an Affiliate of a Lender with an office in London as the facility Agent (after
consultation with the Borrower) shall designate by notice to the Bonower and the Lenders.

28.7 Copy of Transfer Certificate or Increase Confirmation to Borrower

The Facility Agent shall, as soon as reasonably practicable after it has executed a Transfer Certificate or an Increase Confirmation, send
to the Borrower a copy of that Transfer Certificate or Increase Confinnation.

28.8 Security oter Lenders’ rights



In addition to the other rights provided to Lenders under this Clause 28, each Lender may without consulting with or obtaining consent
from the Borrower, at any time charge, assign or otherwise create security in or over (whether by way of collateral or otherwise) all or
any of its rights under any Finance Document to secure obligations of that Lender including, without limitation:

28.8.1 any charge, assignment or other security to secure obligations to a federal reserve, central bank, governmental authority, agency
or department (including Her Majesty’s Treasury); and

28.8.2 in the case of any Lender which is a fund, any charge, assignment or other security granted to any holders (or trustee or
representatives of holders) of obligations owed, or securities issued, by that Lender as security for those obligations or securities,

except that no such charge, assignment or security shall:

(a) release a Lender from any of its obligations under the Finance Documents or substitute the beneficiary of the relevant
charge, assignment or other security for the Lender as a party to any of the Finance Documents; or

(b) require any payments to be made by the Borrower or grant to any person any more extensive rights than those required
to be made or granted to the relevant Lender under the Finance Documents.

28.9 Pro rata interest settlement

If the Facility Agent has notified the Lenders that it is able to distribute interest payments on a pro rata basis to Existing Lenders and
New Lenders then (in respect of any transfer pursuant to Clause 28.3 ( Procedure for transfer by hay ofnovations ) the Transfer Date of
which, in each case, is after the date of such notification and is not on the last day of a Term):

28.9.1 any interest or fees in respect of the relevant participation which are expressed to accrue by reference to the lapse of time shall
continue to accrue in favour of the Existing Lender up to but excluding the Transfer Date (“ Accrued Amounts “) and shall
become due and payable to the Existing Lender (without further interest accruing on them) on the last day of the current Term
(or, if the Term is longer than six months, on the next of the dates which falls at six monthly intervals after the first day of that
Term); and

28.9.2 the rights assigned or transferred by the Existing Lender will not include the right to the Accrued Amounts, so that, for the
avoidance of doubt:

(i) when the Accrued Amounts become payable, those Accrued Amounts will be payable to the Existing Lender; and

(ii) the amount payable to the New Lender on that date will be the amount which would, but for the application of this
Clause 28.9, have been payable to it on that date, but after deduction of the Accrued Amounts.

28.10 Disenfranchisement on Debt Purchase Transactions entered into by Relevant Persons

28.10.1 For so long as a Holding Company of the Borrower or any of such Holding Company’s Affiliates other than a member of the
Group (a “ Relevant Person “) (1) beneficially owns a Conmiitment or (ii) has entered into a sub-participation agreement
relating to a Commitment or other agreement or arrangement having a substantially similar economic effect and such agreement
or arrangement has not been terminated:

(a) in ascertaining the Majority Lenders or whether any given percentage (including for the avoidance of doubt, unanimity)
of the Total Commitments has been obtained to approve any request for a consent, waiver, amendment or other vote
under the finance Documents such Commitment shall be deemed to be zero; and

(b) for the purposes of Clause 26.2 (Exceptions ), such Relevant Person or the person with whom it has entered into such
sub-participation, other agreement or arrangement shall be deemed not to be a Lender (unless in the case of a person
not being a Relevant Person it is a Lender by a virtue otherwise than by beneficially owning the relevant Commitment).

28.10.2 Each Lender shall, unless such Debt Purchase Transaction is an assignment or transfer. promptly notify the facility Agent is
writing if it knowingly enters into a Debt Purchase Transaction with a Relevant Person (a “ Notifiable Debt Purcllas
Transaction “), such notification to be substantially in the form set out in Part I of Schedule 9 ( Forms of Notjfiab/e Deb



Purchase Transaction Notice).

28.10.3 A Lender shall promptly notify the Facility Agent if a Notffiable Debt Purchase Transaction to which it is a party:

(a) is terminated; or

(b) ceases to be with a Relevant Person,

such notification to be substantially in the form set out in Part II of the Schedule 9 ( Forms of NotUlable Debt Purchase
Transaction Notice).

28.10.4 Each Relevant Person that is a Lender agrees that:

(a) in relation to any meeting or conference call to which all the Lenders are invited to attend or participate, it shall not
attend or participate in the same if so requested by the Facility Agent or, unless the Facility Agent otherwise agrees, be
entitled to receive the agenda or any minutes of the same; and

(b) in its capacity as Lender, unless the Facility Agent otherwise agrees, it shall not be entitled to receive any report or
other document prepared at the request of, or on the instructions of, the Facility Agent or one or more of the Lenders.

29. CONFIDENTIALITY AND DISCLOSURE OF INFORMATION

29.1 Confidential Information

Each Finance Party agrees to keep all Confidential Information confidential and not to disclose it to anyone, save to the extent permitted
by Clause 29.2 (Disclosure of Coiifldential hiformation) and Clause 29.3 (Disclosure to numbering service providers ), and to ensure
that all Confidential Information is protected with security measures and a degree of care that would apply to its own confidential
information.

29.2 Disclosure of Confidential Information

Any Finance Party may disclose:

29.2.1 to any of its Affiliates and Related Funds and any of its or their officers, directors, employees, professional advisers, auditors.
partners and Representatives such Confidential Information as that Finance Party shall consider appropriate if any person to
whom the Confidential Information is to be given pursuant to this sub-clause 29.2.1 is informed in writing of its confidential
nature and that some or all of such Confidential Information may be price-sensitive information except that there shall be no
such requirement to so inform if the recipient is subject to professional obligations to maintain the confidentiality of the
information or is otherwise bound by requirements of confidentiality in relation to the Confidential Information;

29.2.2 to any person:

(a) to (or through) whom it assigns or transfers (or may potentially assign or transfer) all or any of its rights and/or
obligations under one or more Finance Documents and to any of that person’s Affiliates, Related Funds,
Representatives and professional advisers;

(b) with (or through) whom it enters into (or may potentially enter into), whether directly or indirectly, any sub-
participation in relation to, or any other transaction under which payments are to be made or may be made by reference
to. one or more Finance Documents and/or the Borrower and to any of that person’s Affiliates. Related Funds.
Representatives and professional advisers;

(c) appointed by any Finance Party or by a person to whom paragraphs (a) or (b) of sub-clause 29.2.2 above applies to
receive conmrnnications, notices, information or documents delivered pursuant to the Finance Documents on its behalf;

(d) who invests in or otherwise finances (or may potentially invest in or otherwise finance), directly or indirectly, any
transaction referred to in paragraphs (a) or (b) of sub-clause 29.2.2 above;



(e) to whom information is required or requested to be disclosed by any court of competent jurisdiction or any
governmental, banking, taxation or other regulatory authority or similar body, the rules of any relevant stock exchange
or pursuant to any applicable law or regulation;

(f) to whom or for whose benefit that Finance Party charges, assigns or otherwise creates security (or may do so) pursuant
to Clause 28.8 (Security over Lenders’ rights);

(g) to whom information is required to be disclosed in connection with, and for the purposes of any litigation, arbitration,
administrative or other investigations, proceedings or disputes;

(h) who isaParty;or

(i) with the consent of the Borrower;

in each case, such Confidential Information as that Finance Party shall consider appropriate if:

(i) in relation to paragraphs (a), (b) and (c) of sub-clause 29.2.2 above, the person to whom the Confidential
Information is to be given has entered into a Confidentiality Undertaking except that there shall be no
requirement for a Confidentiality Undertaking if the recipient is a professional adviser and is subject to
professional obligations to maintain the confidentiality of the Confidential Information;

(ii) in relation to paragraph (d) of sub-clause 29.2.2 above, the person to whom the Confidential Information is to
be given has entered into a Confidentiality Undertaking or is otherwise bound by requirements of
confidentiality in relation to the Confidential Information they receive and is informed that some or all of such
Confidential Information may be price-sensitive information;

(iii) in relation to paragraphs (e), (f) and (g) of sub-clause 292.2 above, the person to whom the Confidential
Information is to be given is informed of its confidential nature and that some or all of such Confidential
Information may be price-sensitive information except that there shall be no requirement to so inform if, in the
opinion of that Finance Party, it is not practicable so to do in the circumstances;

29.2.3 to any person appointed by that Finance Party or by a person to whom paragraph (a) or (b) of sub-clause 29.2.2 above applies to
provide administration or settlement services in respect of one or more of the Finance Documents including without limitation,
in relation to the trading of participations in respect of the Finance Documents, such Confidential Information as may be
required to be disclosed to enable such service provider to provide any of the services referred to in this sub-clause 29.2.3 if the
service provider to whom the Confidential Infonnation is to be given has entered into a confidentiality agreement substantially
in the form of the LMA Master Confidentiality Undertaking for Use With Administration/Settlement Service Providers or such
other form of confidentiality undertaking agreed between the Borrower and the relevant Finance Party;

29.2.4 to any rating agency (including its professional advisers) such Confidential Information as may be required to be disclosed to
enable such rating agency to carry out its normal rating activities in relation to the Finance Documents andlor the Borrower if
the rating agency to whom the Confidential Information is to be given is informed of its confidential nature and that some or all
of such Confidential Information may be price-sensitive information.

29.3 Disclosure to numbering service providers

29.3.1 Any Finance Party may disclose to any national or international numbering service provider appointed by that Finance Party to
provide identification numbering services in respect of this Agreement, the Facility and/or the Borrower the following
information:

(a) name of the Borrower;

(b) country of domicile of the Borrower;

(c) place of incorporation of the Borrower;



(d) date of this Agreement;

(e) the names of the Facility Agent and the Arranger;

(f) date of each amendment and restatement of this Agreement;

(g) amount of Total Commitments;

(h) currency of the Facility;

(i) type of the Facility;

) ranking of Facility;

(k) final Maturity Date for the Facility;

(1) changes to any of the information previously supplied pursuant to paragraphs (a) to (k) above; and

(m) such other information agreed between such Finance Party and the Borrower,

to enable such numbering service provider to provide its usual syndicated loan numbering identification services.

29.3.2 The Parties acknowledge and agree that each identification number assigned to this Agreement, the Facility and/or the Borrower
by’ a numbering service provider and the information associated with each such number may be disclosed to users of its services
in accordance with the standard terms and conditions of that numbering service provider.

29.3.3 The Borrower represents that none of the information set out in paragraphs (a) to (m) of sub-clause 29.3.1 above is, nor will at
any time be, unpub]ished price-sensitive information.

29.3.4 The facility Agent shall notify the Borrower and the other Finance Parties of:

(a) the name of any numbering service provider appointed by the facility Agent in respect of this Agreement, the Facility
and/or the Borrower; and

(b) the number or, as the case may be, numbers assigned to this Agreement, the Facility and/or the Borrower by such
numbering service provider.

30. SET-OfF

A Finance Party may set off any matured obligation owed to it by the Borrower under the finance Documents (to the extent beneficially
owned by that Finance Party) against any obligation (whether or not matured) owed by that Finance Party to the Borrower, regardless of
the place of payment. booking branch or currency of either obligation. If the obligations are in different currencies, the Finance Party
may convert either obligation at a market rate of exchange in its usual course of business for the purpose of the set-off.

31. PRO RATA SHARING

31.1 Redistribution

If any amount owing by the Borrower under this Agreement to a Lender (the” recovering Lender “ is discharged by payment, set-off or
any other manner other than through the Facility Agent under this Agreement (a” recovery “), then:

31.1.1 the recovering Lender must, within three Business Days, supply details of the recovery to the Facility Agent;

31.1.2 the Facility Agent nuist calculate whether the recoveiy is in excess of the amount which the recovering Lender would have
received if the recovery had been received by the Facility Agent under this Agreement; and



3 1.1.3 the recovering Lender must pay to the facility Agent an amount equal to the excess (the” redistribution ).

Effect of redistribution

31.2.1 The Facility Agent must treat a redistribution as if it were a payment by the Borrower under this Agreement and distribute it
among the Lenders, other than the recovering Lender, accordingly.

31.2.2 When the facility Agent makes a distribution under sub-clause 31.2.1 above, the recovering Lender will be subrogated to the
rights of the finance Parties which have shared in that redistribution.

31.2.3 if and to the extent that the recovering Lender is not able to rely on any rights of subrogation under sub-clause 31.2.2 above, the
Borrower will owe the recovering Lender a debt which is equal to the redistribution, immediately payable and of the type
originally discharged.

31.2.4 if:

(a) a recovering Lender must subsequently return a recovery, or an amount measured by reference to a recovery, to the
Borrower; and

(b) the recovering Lender has paid a redistribution in relation to that recovery,

each finance Party must reimburse the recovering Lender all or the appropriate portion of the redistribution paid to that Finance
Party, together with interest for the period while it held the re-distribution. In this event, the subrogation in sub-clause 31.2.2
above will operate in reverse to the extent of the reimbursement.

31.3 Exceptions

Notwithstanding any other term of this Clause 31, a recovering Lender need not pay a redistribution to the extent that:

3 1.3.1 it would not, after the payment, have a valid claim against the Borrower in the amount of the redistribution; or

31.3.2 it would be sharing with another finance Party any amount which the recovering Lender has received or recovered as a result of
legal or arbitration proceedings, where:

(a) the recovering Lender notified the Facility Agent of those proceedings; and

(b) the other Finance Party had an opportunity to participate in those proceedings but did not do so or did not take separate
legal or arbitration proceedings as soon as reasonably practicable after receiving notice of them.

32. SEVERABILITY

If a term of a Finance Document is or becomes illegal, invalid or unenforceable in any jurisdiction, that shall not affect:

32.1.1 the legality, validity or enforceability in that jurisdiction of any other term of the finance Documents; or

32.1.2 the legality, validity or enforceability in other jurisdictions of that or any other term of the finance Documents.

33. COUNTERPARTS

Each Finance Document may be executed in any number of counterparts. This has the same effect as if the signatures on the counterparts
were on a single copy of the Finance Document.

34. NOTICES

34.1 In writing



34.1.1 Any communication in connection with a Finance Document must be in writing and, unless otherwise stated, may be given:

(a) in person, by post, or fax or any other electronic communication approved by the Facility Agent; or

(b) if between the Facility Agent and a Lender and the Facility Agent and the Lender agree, by e-mail or other electronic
communication.

34.1.2 for the purpose of the finance Documents, an electronic communication will be treated as being in writing.

34.1.3 Unless it is agreed to the contrary, any consent or agreement required under a finance Document must be given in writing.

34.2 Contact details

34.2.1 Except as provided below, the contact details of each Party for all communications in connection with the Finance Documents
are those notified by that Party for this purpose to the facility Agent on or before the date it becomes a Party.

34.2.2 The contact details of the Borrower for this purpose are:

Address: Avonbank,

Feeder Road,
Bristol BS2 OTB

Fax number: 01179332 108
Phone number: 01179332 354
E-mail: jhunt9@wstempower.co.uk
Attention: Julie Hunt

The contact details of the Facility Agent for this purpose are:

Address: Mizuho Corporate Bank, Ltd.
Bracken House

One Friday Street

London EC4M 9JA
Fax number: +44 207 012 4053
E-mail: Dawn.halstead@mhcb.co.uk
Attention: Loan Agency

34.2.3 Any Party may change its contact details by giving five Business Days notice to the Facility Agent or (fri the case of the facility
Agent) to the other Parties.

34.2.4 Where a Party nominates a particular department or officer to receive a communication, a communication will not be effective if
it fails to specify that department or officer.

34.3 Effectiveness

34.3.1 Except as provided below, any communication in connection with a Finance Document will be deemed to be given as follows:

(a) if delivered in person, at the time of delivery;

(b) if posted, five days after being deposited in the post, postage prepaid, in a correctly addressed envelope; and

(c) if by fax, when received in legible fonm

34.3.2 A communication given under sub-clause 34.3.1 above but received on a non-working day or after business hours in the place of
receipt will only be deemed to be given on the next working day in that place.



34.3.3 A communication to the Facility Agent will only be effective on actual receipt by it.

34.4 The Borrower

All formal communication under the Finance Documents to or from the Borrower must be sent through the facility Agent.

34.5 Communication when Facility Agent is Impaired Agent

If the Facility Agent is an Impaired Agent the Parties may, instead of communicating with each other through the Facility Agent,
communicate with each other directly and (while the Facility Agent is an Impaired Agent) all the provisions of the Finance Documents
which require conm-mnications to be made or notices to be given to or by the Facility Agent shall be varied so that communications may
be made and notices given to or by the relevant Parties directly. This provision shall not operate after a replacement Facility Agent has
been appointed.

35. LANGUAGE

35.1.1 Any notice given in connection with a Finance Document must be in English.

35.1.2 Any other document provided in connection with a Finance Document must be:

(a) in English; or

(b) (unless the Facility Agent otherwise agrees) accompanied by a certified English translation. In this case, the English
translation prevails unless the document is a statutory or other official document.

36. GOVERMNG LAW

This Agreement and any non-contractual obligations arising out of or in connection with it are governed by English law.

ENFORCEMENT

37.1 Jurisdiction

37.1.1 The Engtish courts have exclusive jurisdiction to settle any dispute in connection with any finance Document including a
dispute relating to any non-contractual obligation arising out of or in connection with this Agreement.

37.1.2 The English courts are the most appropriate and convenient courts to settle any such dispute and the Borrower waives objection
to those courts on the grounds of inconvenient forum or otherwise in relation to proceedings in connection with any Finance
Document.

37.1.3 This Clause is for the benefit of the Finance Parties only. To the extent allowed by law, a Finance Party may take:

(a) proceedings in any other court; and

(b) concurrent proceedings in any number ofjurisdictions.

THIS AGREEMENT has been entered into on the date stated at the beginning of this Agreement.



SCHEDILE 1

ORIGINAL PARTIES

,ame of Original Lender Commitment Treaty Passport scheme reference number
and jurisdiction of tax residence (if

applicable)
Barclays Bank PLC £30,000,000
Commonwealth Bank of Australia £30,000,000
HSBC Bank plc £30,000,000
Lloyds TSB Bank plc £30,000,000
Mizuho Corporate Bank, Ltd. £30,000,000
The Bank of Tokyo-Mitsubishi UFJ, Ltd. £30,000,000
The Royal Bank of Scotland plc £30,000,000
Total £210,000,000



SCHEDULE 2

CONDITIONS PRECEDENT DOCUMENTS

Borrower

I. A certified copy of the constitutional documents of the Borrower.

2. A certified copy of a resolution of the board of directors or a committee of the board of directors of the Borrower approving the terms of
and the transactions contemplated by, the Finance Documents.

3. A specimen of the signature of each person authorised on behalf of the Borrower to execute or witness the execution of any Finance
Document or to sign or send any document or notice in connection with any Finance Document.

4. A certificate of the Borrower (signed by a director) confirming that borrowing the Total Commitments would not cause any borrowing
limit binding on the Borrower to be exceeded.

5. A certificate of an authorised signatoiy of the Borrower certifying that each copy document relating to it specified in this Schedule 2 is
correct, complete and in full force and effect as at a date no earlier than the date of this Agreement.

Legal opinions

6. A legal opinion of Clifford Chance LLP, legal advisers to the Arranger and the Facility Agent addressed to the Finance Parties.

Other documents and evidence

Evidence that all fees and expenses then due and payable from the Borrower under this Agreement have been or will be paid no later than
the first Drawdown Date.

8. The Original Financial Statements.

9. The Information Package.

10. A copy of any other authorisation or other document, opinion or assurance which the Facility Agent notifies the Borrower is necessary or
desirable in connection with the entry into and performance of the transactions contemplated by any finance Document or for the validity
and enforceability of any Finance Document.

11. Evidence that (i) any amounts outstanding under the Existing RCF have been or will, on the advance of the first Loan under this
Agreement, be repaid in full, and (ii) all commitments under the Existing RCF have been or will, on the advance of the first Loan under
this Agreement irrevocably cancelled in full.



SCHEDULE 3

REQUESTS

: Mizuho Corporate Bank, Ltd. as Facility Agent

From: PPL WW Holdings Ltd.

Date: [•1

PPL W7W Holdings Ltd. -£210,000,000 Revolving Facility Agreement dated [.] 2012 (as amended and restated from time to time) (the
“Agreement”)

1. We refer to the Agreement. This is a Request. Terms defmed in the Agreement have the same meaning in this Request unless given a
different meaning in this Request.

2. We wish to borrow a Loan on the following terms:

(a) Drawdown Date: [•J

(b) Amount: [J

(c) Term: [•j

(d) Currency: [J

Our payment instructions are: []

We confirm that each condition precedent under the Agreement which must be satisfied on the date of this Request is so satisfied.

[This Loan is to be made in [wholej/[part] for the purpose of refmancing [ identfv maturing Loan J[The proceeds of this Loan should be
credited to [account J].

6. We confirm that as at [ relevant testing date J Consolidated EBITDA was [•] and Interest Payable was [•J; therefore, the ratio of
Consolidated EBITDA to interest Payable was [•] to 1.

7. We confirm that as at [relevant testing date J Regulatory Asset Base was [.] and Total Net Debt was [•J; therefore, Total Net Debt does
not exceed an amount equal to 85% of the Regulatory Asset Base.

8. This Request is irrevocable.

By:

PPL WW HOLDINGS LTD.



SCHEDULE 4
CALCULATION OF THE MANDATORY COST

The Mandatory Cost is an addition to the interest rate to compensate Lenders for the cost of compliance with (a) the requirements of the
Ban]c of England and/or the Financial Services Authority (or, in either case, any other authority which replaces all or any of its functions)
or (b) the requirements of the European Central Bank.

2. On the first day of each Term (or as soon as possible thereafter) the Facility Agent shall calculate, as a percentage rate, a rate (the
Additional Cost Rate “) for each Lender, in accordance with the paragraphs set out below. The Mandatory Cost will be calculated by
the facility Agent as a weighted average of the Lenders’ Additional Cost Rates (weighted in proportion to the percentage participation of
each Lender in the relevant Loan) and will be expressed as a percentage rate per annum.

3. The Additional Cost Rate for any Lender lending from a Facility Office in a Participating Member State will be the percentage notified
by that Lender to the Facility Agent. This percentage will be certified by that Lender in its notice to the Facility Agent to be its
reasonable determination of the cost (expressed as a percentage of that Lender’s participation in all Loans made from that Facility Office)
of complying with the minimum reserve requirements of the European Central Bank in respect of loans made from that Facility Office.

4. The Additional Cost Rate for any Lender lending from a Facility Office in the United Kingdom will be calculated by the Facility Agent
as follows:

(a) in relation to a Sterling Loan:

A3+C(B-D)+Ex 0.01
100 - (A + C)

per cent annum

(b) in relation to a Loan in any currency other than sterling:

E xO.Ol
300 per cent, per annum

Where:

A is the percentage of Eligible Liabilities (assuming these to be in excess of any stated minimum) which that Lender is from time
to time required to maintain as an interest free cash ratio deposit with the Bank of England to comply with cash ratio
requirements.

B is the percentage rate of interest (excluding the Margin and the Mandatory Cost and, if the Loan is an Unpaid Sum, the
additional rate of interest specified in sub-clause 9.3.1 of Clause 9.3 ( Interest on overdue amounts )) payable for the relevant
Term on the Loan.

C is the percentage (if any) of Eligible Liabilities which that Lender is required from time to time to maintain as interest bearing
Special Deposits with the Bank of England.

D is the percentage rate per annum payable by the Bank of England to the facility Agent on interest bearing Special Deposits.

E is designed to compensate Lenders for amounts payable under the Fees Rules and is calculated by the facility Agent as being
the average of the most recent rates of charge supplied by the Reference Banks to the Facility Agent pursuant to paragraph 7
below and expressed in pounds per £1,000,000.

5. For the purposes of this Schedule:

(a) “ Eligible Liabilities “ and “ Special Deposits “ have the meanings given to them from time to time under or pursuant to the
Bank of England Act 1998 or (as may be appropriate) by the Bank of England;

(b) “ Fees Rules “ means the rules on periodic fees contained in the FSA Supervision Manual or such other law or regulation as
may be in force from time to time in respect of the payment of fees for the acceptance of deposits;



(c) “ fee Tariffs “ means the fee tariffs specified in the Fees Rules under the activity group A.1 Deposit acceptors (ignoring any
minimum fee or zero rated fee required pursuant to the Fees Rules but taking into account any applicable discount rate);

(d) “Tariff Base ‘ has the meaning given to it in, and will be calculated in accordance with, the Fees Rules; and

(e) “Unpaid Sum “means any sum due and payable but unpaid by the Borrower under the Finance Documents.

6. In application of the above formulae. A, B, C and D will be included in the formulae as percentages (i.e. 5 per cent. will be included in
the formula as 5 and not as 0.05). A negative result obtained by subtracting D from B shall be taken as zero. The resulting figures shall
be rounded to four decimal places.

7. If requested by the Facility Agent, each Reference Bank shall, as soon as practicable afier publication by the Financial Services
Authority, supply to the Facility Agent, the rate of charge payable by that Reference Bank to the Financial Services Authority pursuant to
the Fees Rules in respect of the relevant fmancial year of the Financial Services Authority (calculated for this purpose by that Reference
Bank as being the average of the Fee Tariffs applicable to that Reference Bank for that financial year) and expressed in pounds per
£1,000,000 of the Tariff Base of that Reference Bank.

8. Each Lender shall supply any information required by the Facility Agent for the purpose of calculating its Additional Cost Rate. In
particular. but without limitation, each Lender shall supply the following information on or prior to the date on which it becomes a
Lender:

(a) the jurisdiction of its Facility Office; and

(b) any other information that the Facility Agent may reasonably require for such purpose.

Each Lender shall promptly notifj the Facility Agent of any change to the information provided by it pursuant to this paragraph.

The percentages of each Lender for the purpose of A and C above and the rates of charge of each Reference Bank for the purpose of I
above shall be determined by the Facility Agent based upon the information supplied to it pursuant to paragraphs 7 and 8 above and on
the assumption that, unless a Lender notifies the Facility Agent to the contrary, each Lender’s obligations in relation to cash ratio
deposits and Special Deposits are the same as those of a typical bank from its jurisdiction of incorporation with a Facility Office in the
same jurisdiction as its Facility Office.

10. The facility Agent shall have no liability to any person if such determination results in an Additional Cost Rate which over or under
compensates any Lender and shall be entitled to assume that the infommtion provided by any Lender or Reference Bank pursuant to
paragraphs 3, 7 and 8 above is true and correct in all respects.

11. The Facility Agent shall distribute the additional amounts received as a result of the Mandatory Cost to the Lenders on the basis of the
Additional Cost Rate for each Lender based on the information provided by each Lender and each Reference Bank pursuant to
paragraphs 3, 7 and $ above.

12. Any determination by the Facility Agent pursuant to this Schedule in relation to a formula, the Mandatory Cost, an Additional Cost Rate
or any amount payable to a Lender shall, in the absence of manifest error, be conclusive and binding on all Parties.

13. The Facility Agent may from time to time, after consultation with the Borrower and the Lenders, determine and notify to all Parties any
amendments which are required to be made to this Schedule in order to comply with any change in law, regulation or any requirements
from time to time imposed by the Bank of England. the financial Services Authority or the European Central Bank (or, in any case, any
other authority which replaces all or any of its functions) and any such determination shall, in the absence of manifest error, be
conclusive and binding on all Parties.



SCHEDULE 5
FORM OF TRANSFER CERTIFICATE

Mizuho Corporate Bank, Ltd. as Facility Agent

From: [THE EXISTING LENDERJ (the” Existing Lender “) and [THE NEW LENDERJ (the “ New Lender “)

Date: [•j

PPL WvV Holdings Ltd. -£210,000,000 Revolving Facility Agreement dated Ii 2012 (as amended and restated from time to time) (the
“Agreement”)

We refer to the Agreement. This is a Transfer Certificate.

The Existing Lender transfers by novation to the New Lender all of the Existing Lender’s rights and obligations under the Agreement and
the other Finance Documents which relate to that portion of the Existing Lender’s Commitment and participations in Loans under the
Agreement referred to in the Schedule below in accordance with the terms of the Agreement.

2. The proposed Transfer Date is [•J.

3. The administrative details of the New Lender for the purposes of the Agreement are set out in the Schedule.

4. The New Lender confirms, for the benefit of the facility Agent and without liability to the Borrower, that it is:

(a) [a Qualifying Lender (other than a Treaty Lender);]

(b) [a Treaty Lender;J

(c) [not a Qualifying LenderJ.*

5. [The New Lender confirms that the person beneficially entitled to interest payable to that Lender in respect of an advance under a
Finance Document is either:

(a) a company resident in the United Kingdom for United Kingdom tax purposes; or

(b) a partnership each member of which is:

(i) a company so resident in the United Kingdom; or

(ii) a company not so resident in the United Kingdom which carries on a trade in the United Kingdom through a permanent
establishment and which brings into account in computing its chargeable profits (within the meaning of section 19 of
the CTA 2009) the whole of any share of interest payable in respect of that advance that falls to it by reason of Part 17
of the CTA 2009; or

(c) a company not so resident in the United Kingdom which carries on a trade in the United Kingdom through a permanent
establishment and which brings into account interest payable in respect of that advance in computing the chargeable profits
(within the meaning of section 19 of the CTA 2009) of that company.]**

6. [The New Lender confinns (for the benefit of the Facility Agent and without liability to the Borrower) that it is a Treaty Lender that
holds a passport under the NMRC DT Treaty Passport scheme (reference number [.]), and is tax resident in [] ‘“‘ so that interest
payable to it by the Borrower is generally subject to full exemption from UK withholding tax and notifies the Borrower that the Borrower
must make an application to HIvI Revenue & Customs under fonn DTTP2 within 30 days of the Transfer Date.]****

NOTES:

* Delete as applicable - each Increase Lender is required to confirm which of these three categories it falls within.

** Include if Increase Lender comes within paragraph (a)(ii) of the defmition of Qualifying Lender in Clause 12.1 (Definitions ).
Insert jurisdiction of tax residence.



This confirmation must be included if the Increase Lender holds a passport under the HIVIRC DT Treaty Passport scheme and
wishes that scheme to apply to the Agreement.

This Transfer Certificate and any non-contractual obligations arising out of or in connection with it are governed by English law.



TIlE SCHEDULE

Rights and obligations to be transferred by novation

[insert relevant details, including applicable Commitment (or part)]

Administrative details of the New Lender

[insert details of Facility Office, address for notices and payment details etc.]

[EXISTING LENDER] { NEW LENDER

By: By:

The Transfer Date is confirmed by the facility Agent as [].

[.]

By:



SCHEDULE 6
FORM OF COMPLIANCE CERTIFICATE

To: Mizuho Corporate Bank, Ltd. as Facility Agent

From: PPL WW Holdings Ltd.

Date: [•1

PPL V’4V Holdings Ltd. - £210,000,000 Revolving Facility Agreement dated [.1 2012 (as amended and restated from time to time) (the
“Agreement”)

I. We refer to the Agreement. This is a Compliance Certificate.

2. We confirm that as at [ relevant testing date ], Consolidated EBITDA was [•] and Interest Payable was [•J, therefore the ratio of
Consolidated EBITDA to Interest Payable was [•J to 1.

3. We confirm that as at [relevant testing date], Regulatory Asset Base was [•] and Total Net Debt was [J; therefore Total Net Debt does
not exceed 85% of the Regulatory Asset Base.

4. We set out below calculations establishing the figures in paragraphs 2 and 3 above:

[•1.

5. [We confinii that no Default is outstanding as at [relevant testing date].] I

PL WW HOLDINGS LTD.

By:

Director

Director

If this statement cam-iot be made, the certificate should identi1’ any Default that is outstanding and the steps, if any, being taken to remedy it.



SCHEDULE 7
FORM OF INCREASE CONFiRMATION

Mizuho Corporate Bank, Ltd. as facility Agent, and PPL WW Holdings Ltd. as Borrower

from: [the Increase Lender] (the “Increase Lender “)

Dated: [•1

PPL WW Holdings Ltd. - £210,000,000 Revolving Facility Agreement dated [] 2012 (as amended and restated from time to time) (the
“Agreement”)

1. We refer to the Agreement. This is an Increase Confirmation. Terms defined in the Agreement have the same meaning in this Increase
Confirmation unless given a different meaning in this Increase Confirmation.

2. We refer to Clause 2.2 (Increase) of the Agreement.

3. In accordance with the terms of the Agreement, the Increase Lender agrees to assume and will assume all of the obligations
corresponding to the Commitment specified in the Schedule (the” Relevant Commitment “) as if it was an Original Lender under the
Agreement.

4. The proposed date on which the increase in relation to the Increase Lender and the Relevant Commitment is to take effect (the “Increase
Date “) is [].

5. On the Increase Date, the Increase Lender becomes party to the Finance Documents as a Lender.

6. The Facility Office and address, fax number and attention details for notices to the Increase Lender are set out in the Schedule.

7. The Increase Lender expressly acknowledges the limitations on the Lenders’ obligations referred to in Clause 2.2 (Increase).

The Increase Lender confirms, for the benefit of the Facility Agent and without liability to the Borrower, that it is:

(a) [a Qualifying Lender (other than a Treaty Lender);]

(b) [a Treaty Lender;]

(c) [not a Qualifying Lender].*

9. [The Increase Lender confirms that the person beneficially entitled to interest payable to that Lender in respect of an advance under a
Finance Document is either:

(a) a company resident in the United Kingdom for United Kingdom tax purposes; or

(b) a partnership each member of which is:

(1) a company so resident in the United Kingdom; or

(2) a company not so resident in the United Kingdom which carries on a trade in the United Kingdom through a
permanent establishment and which brings into account in computing its chargeable profits (within the meaning of section 19 of
the CTA 2009) the whole of any share of interest payable in respect of that advance that falls to it by reason of Part 17 of the
CTA 2009; or

(c) a company not so resident in the United Kingdom which carries on a trade in the United Kingdom through a permanent
establishment and which brings into account interest payable in respect of that advance in computing the chargeable profits
(within the meaning of section 19 of the CTA 2009) of that company.]**

[The Increase Lender confirms (for the benefit of the facility Agent and without liability to the Borrower) that it is a Treaty Lender that
holds a passport under the FIIvIRC DI Treaty Passport scheme (reference number []), and is tax resident in [.] “‘ so that interest
payable to it by the Borrower is generally subject to full exemption from UK withholding tax and notifies the Borrower that the Borrower
must make an application to HiVI Revenue & Customs under form DTTP2 within 30 days of the Transfer Date.]****



NOTES:

* Delete as applicable - each Increase Lender is required to confirm which of these three categories it falls within.

** Include if Increase Lender comes within paragraph (a)(ii) of the definition of Qualifying Lender in Clause 12.1 (Definitions).

Insert jurisdiction of tax residence.

**** This confirmation must be included if the Increase Lender holds a passport under the ITh’[RC DI Treaty Passport scheme arid
wishes that scheme to apply to the Agreement.

11. This Increase Confirmation may be executed in any number of counterparts and this has the same effect as if the signatures on the
counterparts were on a single copy of this Increase Confirmation.

12. This Increase Confirmation and any non-contractual obligations arising out of or in connection with it are governed by English law.

13. This Increase Confin-nation has been entered into on the date stated at the beginning of this Increase Confirmation.



SCHEDULES

TIMETABLES

Loans in euro Loans in sterling Loans in other currencies

Facility Agent notifies the Borrower if a currency is D-10 N/A D-1 0
approved as an Optional Currency in accordance with 10a.m. 10:00 a.m.
Clause 4.3 ( Conditions relating to Optional
Currencies)

Delivery of a duly completed Request in accordance D-3 D- 1 D-3
with Clause 5.1 (Giving ofRequests ) 10.OOam 10.OOam 10.OOam

facility Agent determines (in relation to a Loan) the D-3 D-1 D-3
Base Currency Amount of the Loan, if requfred under 4.OOpm 4.OOpm 4.OOpm
Clause 5.4 (Advance ofLoan ) and notifies the
Lenders of the Loan in accordance with Clause 5.4
(Advance ofLoan)

facility Agent receives a notification from a Lender D-2 D D-2
under Clause 6.2 ( Unavailability ofa currency) 9.OOam 10.OOam lO.OOam

Agent gives notice in accordance with Clause 6.2 D-2 D D-2
(Unavailability ofa currency) 4.OOpm 4.OOpm 4.OOpm

LIBOR or EURIBOR is fixed Rate fixing Day as of Rate fixing Day as of Rate Fixing Day as of 11:00
11:00 a.m. London time in 11:00 a.m. a.m.
respect of LIBOR and as of
11:00 a.m. (Brussels time)
in respect of EURIBOR

= date of drawdown

“D- X”= Business Days prior to date of drawdown



SCHEDULE 9

FORMS OF NOTWIABLE DEBT PURCHASE TRANSACTION NOTICE

PART I

FORM OF NOTICE ON ENTERING INTO NOTWIABLE DEBT PURCHASE TRANSACTION

To: [ J as facility Agent

From: [The Lender I

Dated:

PPL WW Holdings Ltd. - £210,000,000 Revolving Facility

dated t J (the “Facilities Agreement”)

1. We refer to paragraph (b) of clause 28. 10 ( Dise,?franchisement on Debt Purchase Transactions entered into by Relevant Persons ) of the
Facilities Agreement. Terms defined in the facilities Agreement have the same meaning in this notice unless given a different meanlng in
this notice.

2. We have entered into a Notifiable Debt Purchase Transaction.

3. The Notifiable Debt Purchase Transaction referred to in paragraph 2 above relates to [insert amount (of that Commitment, to which the
relevant Debt Purchase Transaction applies]

[LenderJ

By:



PART II
FORM OF NOTICE ON TERMINATION OF NOTIFIABLE DEBT PURCHASE TRANSACTIONINOTWIABLE DEBT PURCHASE

“ TRANSACTION CEASING TO BE WITH RELEVANT PERSON

To: [ J as Agent

from: [The Lender

Dated:

PPL WW Holdings Ltd. - £210,000,000 Facility Agreement
dated t ] (the “Facilities Agreement”)

1. We refer to paragraph (c) of clause 28.10 ( Disenfranchisement on Debt Purchase Transactions entered into by Relevant Persons ) of the
Facilities Agreement. Terms defmed in the Facilities Agreement have the same meaning in this notice unless given a different meaning in
this notice.

2. A Notifiable Debt Purchase Transaction which we entered into and which we notified you of in a notice dated [.j has [terminated]!
[ceased to be with a Relevant Person].

3. The Notiliable Debt Purchase Transaction referred to in paragraph 2 above relates to [insert amount (of that Commitment,.) to which the
relevant Debt Purchase Transaction applies

Lender]

By:



IKE SCHEDULE

Relevant Commitment/rights and obligations to be assumed by the Increase Lender

[insert relevant details

[facility office address, fax number and attention details for notices and account details for payments

[Increase LenderJ

By:

This Increase Confirmation is coniirmed as an Increase Confu-mation for the purposes of the Agreement by the Facility Agent and the Increase
Date is confirmed as [•].

Facility Agent

By:

as Facility Agent for and on behaff of each of the parties to the Agreement (other than the Increase Lender)



SCHEDULE 10
FORM OF SUBORDINATION DEED

THIS SUBORDINATION DEED is entered into as a deed on [ J, 2012 and is made BETWEEN:

(1) PPL WWHOLDTNGS LTD. (registered number 04267536) (the Company);

(2) ISUBORDINATED CREDITORI (the Subordinated Creditor); and

(3) MIZUMO CORPORATE BANK, LTD., as Facility Agent acting on behalf of the Lenders (each as defmed below) (the Facility
Agent).

INTERPRETATION

1.1 Definitions

lii this Deed:

Agreement means the £210,000,000 Multicurrency Revolving facility Agreement dated [ • ] 2012 between, amongst others, PPL
WW Holdings Ltd. as the Company and Mizuho Corporate Bank, Ltd. as Facility Agent.

Certificate means a document substantially in the form set out in Annex 2 (Form ofCerrUicate).

Party means a party to this Deed.

Permitted Subordinated Debt Payment means:

(a) the repayment or prepayment of any principal amount (or capitalised interest) outstanding under the Subordinated Finance
Document;

(b) the payment of any interest, fee or charge accrued or due under or any other amount payable in connection with the
Subordinated finance Document; or

(c) the purchase, redemption, defeasance or discharge of any amount outstanding under the Subordinated Finance Document,

provided that the Company, prior to any action referred to in paragraphs (a) to (c) above being taken, delivers to the Facility Agent a
Certificate, signed by two directors of the Company, certif’ing that, taking into account any such action, the Company will be in
compliance with its obligations under Clause 19 ( financial Covenants ) of the Agreement on each of the next two Measurement Dates.

Senior Debt means any present or future liability (actual or contingent) payable or owing by the Company to a finance Party under or in
connection with the Finance Documents.

Senior Debt Discharge Date means the date on which all the Senior Debt has been unconditionally and irrevocably paid and discharged
in full and no Finance Party has any commitment or liability, whether present or future, actual or contingent, in relation to the Facility, as
determined by the Facility Agent.

Subordinated Creditor Accession Deed means a deed substantially in the form set out in Annex 1 ( Form of Subordinated Creditor
Accession Deed).

Subordinated Debt means any present or future liability (actual or contingent) payable or owing by the Company to the Subordinated
Creditor under or in connection with any Subordinated Finance Document.

Subordinated Finance Document means [ •

1.2 Construction



(a) Capitalised terms defmed in the Agreement have the same meaning in this Deed, unless given a different meaning in this Deed.

(b) The principles of construction set out in the Agreement will have effect as if set out in this Deed.

(c) Any undertaking by the Subordinated Creditor in this Deed remains in force from the date of this Deed to the Senior Debt
Discharge Date.

1.3 Third Party rights

Unless otherwise indicated and save in respect of any other creditor under any of the Finance Documents, a person who is not a party to
this Deed has no right under the Contracts (Rights of Third Parties) Act 1999 (or any other applicable law) to enforce any term of this
Deed.

2. SUBORDINATION

2.1 Ranking

Each of the Parties hereby agrees that the Senior Debt, whether secured or unsecured, shall rank senior in priority to the Subordinated
Debt.

2.2 Undertakings of the Company

The Company must not without the prior consent of the Lenders:

(a) make any payment whatsoever in respect of the Subordinated Debt other than a Permitted Subordinated Debt Payment; or

(b) secure, in any manner, all or any part of the Subordinated Debt; or

(c) defease, in any manner, all or any part of the Subordinated Debt; or

(d) give any fmancial support (including the taking of any participation, the giving of any guarantee or other assurance or the
making of any deposit) to any person in connection with all or any part of the Subordinated Debt; or

(e) procure any other person to do any of the acts or take any of the actions referred to paragraphs (a) to (d) above.

2.3 Undertakings of the Subordinated Creditor

(a) The Subordinated Creditor will not without the prior written consent of the Lenders:

(i) allow to exist or receive the benefit of any Security Interest, guarantee, indemnity or other assurance against loss in
respect of all or any of the Subordinated Debt or all or any rights which it may have against the Company in respect of
all or any part of the Subordinated Debt; or

(ii) take or omit to take any action or step whereby the subordination of all or any of the Subordinated Debt might be
terminated. impaired or adversely affected.

(b) The Subordinated Creditor will not without the prior written consent of the Lenders receive any payment save where such
payment is a Pennitted Subordinated Debt Payment.

(c) The Subordinated Creditor will not without the prior written consent of the Lenders:

(1) demand payment, declare prematurely due and payable or otherwise seek to accelerate payment of or place on demand
all or any part of the Subordinated Debt or enforce the Subordinated Debt by execution or otherwise;

(ii) initiate or support or take any steps with a view to, or which may lead to:

I. any insolvency, liquidation, reorganisation, administration or dissolution proceedings;

II. any voluntary arrangement or assignment for the benefit of creditors; or

Ill, any similar proceedings,



involving the Company or any of its Subsidiaries, whether by petition, convening a meeting, voting for a resolution or
otherwise;

(iii) bring or support any legal proceedings against the Company or any of its Subsidiaries; or

(iv) otherwise exercise any remedy for the recovery of all or any part of the Subordinated Debt (including, without
limitation, the exercise of any right of set-off, counterclaim or lien).

(d) if the Subordinated Creditor receives any payment which is in breach of any Finance Document, it shall hold such sums on trust
for the Facility Agent (acting on behalf of the Lenders) and pay them immediately to the Facility Agent (acting on behalf of the
Lenders) to be applied against the Senior Debt.

(e) The Subordinated Creditor and the Company hereby agree for the benefit of the facility Agent and the Lenders that,
notwithstanding the terms of the Subordinated Finance Document and any agreement relating to the Subordinated Debt, the
Subordinated Debt is made available on terms such that it is not, save for a Permitted Subordinated Debt Payment or otherwise
with the consent of the Lenders, repayable unless and until the Senior Debt Discharge Date shall have occurred.

2.4 Subordination on insolvency

If there occurs any payment. distribution, division or application, partial or complete, voluntary or involuntan’, by operation of law or
otherwise, of all or any part of the assets of any kind or character of the Company or the proceeds thereof, to creditors of the Company,
by reason of the liquidation, dissolution or other winding-up of the Company or its businesses or any bankruptcy, reorganisation,
receivership or insolvency or similar proceeding or any assignment for the benefit of creditors or there is a marshalling of the assets and
liabilities of the Company, or the Company becomes subject to any event mentioned in clause 21.6 ( Insolvency proceedings ) of the
Agreement or a voluntary arrangement, then and in any such event:

(a) the Subordinated Debt shall continue to be subordinated to the Senior Debt;

(b) any payment or distribution of any kind or character and all and any rights in respect thereof whether in cash, securities or other
property which is payable or deliverable upon or with respect to the Subordinated Debt or any part thereof by a liquidator,
administrator or receiver (or the equivalent thereof) of the Company or its estate (the “ rights “) made to or paid to, or received
by the Subordinated Creditor or to which the Subordinated Creditor is entitled shall be held on trust by the Subordinated
Creditor for the Lenders and shall forthwith be paid or, as the case may be, transferred or assigned to the Lenders to be applied
against the Senior Debt;

(c) if the trust referred to in paranraph (b) above or paragraph (d) of Clause 2.3 above fails or cannot be given effect to or if the
Subordinated Creditor receives and retains the relevant payment or distribution, the Subordinated Creditor will pay over such
rights in the form received to the Facility Agent (acting on behalf of the Lenders) to be applied against the Senior Debt;

(d) the Subordinated Creditor acknowledges the rights of the Facility Agent (acting on behalf of the Lenders) to demand, sue and
prove for, collect and receive every payment or distribution referred to in paragraph (b) above and give acquittance therefore
and to file claims and take such other proceedings, in the Facility Agents oven name or otherwise, as the Facility Agent may
deem necessary or advisable for the enforcement of this Deed; and

(e) the Subordinated Creditor by way of security for its obligations under this Deed irrevocably appoints the Facility Agent to be its
attorney in order to enable the Facility Agent to enforce any and all claims upon or with respect to the Subordinated Debt or any
part thereof, and to collect and receive any and all payments or distributions referred to in paragraph (b) above or to do anything
which that Subordinated Creditor has authorised the facility Agent or any other Party to do under this Deed or is itself required
to do under this Deed but has failed to do (and the Facility Agent may delegate that power on such terms as it sees fit).

3. SET-OFF

(a) The Subordinated Creditor shall not set off against the Subordinated Debt any amount payable by the Subordinated Creditor to
the Company.

(b) if any part of the Subordinated Debt is discharged in whole or in part by way of set-off, the Subordinated Creditor will promptly
pay to the Facility Agent for application in accordance with the terms of paragraph (b) of Clause 2.4 ( Subordination on
ins olvencv) an amount equal to the amount of the Subordinated Debt discharged by such set-off.

4. NEW MONEY

The Subordinated Creditor hereby agrees that the facility Agent (acting on behalf of the Lenders) may, at its discretion, increase the

— -



facility made available to the Company and make further advances to the Company, and each such advance will be deemed to be made
under the terms of the Agreement.

PROTECTION Of SUBORDINATION

(a) The subordination in this Deed is a continuing subordination and benefits the ultimate balance of the Senior Debt.

(b) Except as provided in this Deed, the subordination is, and the Subordinated Creditor’s obligations under this Deed will, not be
affected by any act, omission or thing which, but for this provision, would reduce, release or prejudice the subordination or any
of the Subordinated Creditor’s obligations under this Deed.

6. MISCELLANEOUS

(a) This Deed overrides anything in any Subordinated Finance Document to the contrary.

(b) Any communication in respect of this Deed must be in writing. Contact details for each Party are set out opposite their name,
below.

(c) This Deed is a Finance Document.

7. ASSIGNMENT

(a) The Facility Agent (acting on behalf of the Lenders) shall have the full and unfettered right to assign or otherwise transfer the
whole or any part of the benefit of this Deed to any person to whom all or a corresponding part of its rights, benefits and
obligations under any of the Finance Documents are assigned or transferred in accordance with their provisions.

(b) The Subordinated Creditor shall not assign or transfer all or any of its rights, title, benefit and interest in or to all or any part of
the Subordinated Debt unless in full and on or prior to such assignment or transfer the assignee or transferee accedes to this
Deed as Subordinated Creditor pursuant to the Subordinated Creditor Accession Deed.

TRUSTS

(a) The Facility Agent shall hold the benefit of this Deed upon trust for itself and the Lenders.

(b) The perpetuity period for each trust created by this Deed shall be $0 years.

9. TERMINATION

Subject to Clause 4 (New Money’ ), on the Senior Debt Discharge Date, the terms of this Deed shall terminate.

10. GOVERNING LAW

This Deed and any non-contractual obligations arising out of or in connection with it are governed by English law.

11. JURISDICTION

The English courts have exclusive jurisdiction to settle any dispute including a dispute relating to non-contractual obligations arising out
of or in connection with this Deed and the Parties submit to the exclusive jurisdiction of the English courts.

IN WITNESS whereof this Deed has been duly executed by the Parties on the day and year first above written.



Annex 1

Form of Subordinated Creditor Accession Deed

To: MIZUHO CORPORATE BANK, LTD., as Facility Agent acting on behalf of the Lenders.

To: PPL WW HOLDINGS LTD.

from: [Acceding Subordinated Creditor]

ThUS DEED is made on [dateJ by [Acceding Subordinated Creditor J (the” Acceding Subordinated Creditor”) in relation to the subordination
deed (the “ Subordination Deed “) dated [•] between, among others, PPL WW Holdings Ltd. as Company, Mizuho Corporate Bank, Ltd. as
Facility Agent and the Subordinated Creditor (as defmed in the Subordination Deed). Terms defined in the Subordination Deed shall, unless
otherwise defmed in this Deed, bear the same meanings when used in this Deed.

In consideration of the Acceding Subordinated Creditor being accepted as the Subordinated Creditor for the purposes of the Subordination Deed,
the Acceding Subordinated Creditor confirms that, as from [date], it intends to be party to the Subordination Deed as the Subordinated Creditor
and undertakes to perform all the obligations expressed in the Subordination Deed to be assumed by the Subordinated Creditor and agrees that it
shall be bound by all the provisions of the Subordination Deed, as if it had been an original party to the Subordination Deed as the Subordinated
Creditor.

This Deed and any non-contractual obligations arising out of or in connection with it are governed by English law.

.N WITNESS whereof this Deed has been duly executed by the Parties on the day and year first above written.



SIGNATORIES

•ompany

EXECUTED as a DEED )
by PPL WW HOLDINGS LTD. )
acting by ) Director

In the presence of:

Witness’s Signature:

Name:

Address:

Company contact details:

Address: Avonbank,
Feeder Road,
Bristol B52 0TB

Fax number: 01179332 108
Phone number: 01179332354
E-mail: jhunt9wstempower.co.uk
Attention: Julie Hunt

Acceding Subordinated Creditor

EXECUTED as a DEED( Ny [ACCEDING SUBORDINATED CREDITOR] )
,cting by ) Director

In the presence of:

Witness’s Signature:

Name:

Address:

Company contact details:

Subordinated Creditor contact details:

Address:
Fax number:
Phone number:
E-mail:
Attention:

Facility Agent

EXECUTED as a DEED
by MIZUHO CORPORATE BANK, LTD. )
acting by ) Director

the presence of:

Witness’s Signature:

Name:



Address:

Company contact details:

çcilit Agent contact details:

Address: Bracken House
One Friday Street
London EC4M 9JA



Annex 2

Form of Certificate

Mizuho Corporate Bank, Ltd. as Facility Agent

From: PPL WW Holdings Ltd.

Date: [•

PPL WW Holdings Ltd. - £210,000,000 Revolving Facility Agreement dated [• ] 2012 (as amended and restated from time to time) (the
“Agreement”) and Subordination Deed dated [• ] (as amended and restated from time to time) (the “Deed”)

1. We refer to the Agreement and the Deed. Capitalised terms defmed in the Deed have the same meaning in this Certificate, unless given a
different meaning in this Certificate.

2. We confirm that the Company will make [ insert type ofpayment J of [ insert amount and currency J under [ insert descrttion of
relevant Subordinated finance Document J on [insert date ofpayment 1.

3. We confirm that, taking into account such payment, the Company will be in compliance with its obligations under Clause 19 (financial
Covenants ) of the Agreement on each of the next two Measurement Dates (as such term is defined in the Agreement).

PL WW HOLDINGS LTD.

By:

Director

By:

Director



SIGNATORIES

Company

EXECUTED as a DEED
by PPL WW HOLDINGS LTD. )
acting by ) Director

In the presence of:

Witness’s Signature:

Name:

Address:

Company contact details:

Address: Avonbank,
feeder Road,
Bristol BS2 OTB

faxnumber: 01179332 108
Phone number: 01179 332 354
E-mail: jhunt9wstempower.co.uk
Attention: Julie Hunt

Subordinated Creditor

iXECUTED as a DEED
by [SUBORDINATED CREDITOR J )
acting by ) Director

In the presence of:

Witness’s Signature:

Name:

Address:

Subordinated Creditor contact details:

Address:
Fax number:
Phone number:
E—mail:
Attention:



facility Agent

EXECUTED as a DEED )
MIZUHO CORPORATE BANK, LTD. )

ting by ) Director

In the presence of:

Witness’s Signature:

Name:

Address:

Facility Agent contact details:

Address: Bracken House
One Friday Street
London EC4M 9JA



SCHEDULE 11
FORM OF DISTRIBUTION CERTIFICATE

fo: Mizuho Corporate Bank, Ltd. as facility Agent

From: [PPL WW Holdings Ltd.J

Date:

PPL WV Holdings Ltd. - £210,000,000 Facility Agreement dated t. ] 2012 (as amended and restated from time to time) (the “Facility
Agreement’1)

1. We refer to the Facility Agreement. Capitalised terms defined in the Facility Agreement have the same meaning in this Distribution
Certificate, unless given a different meaning in this Distribution Certificate

2. We confirm that the Company will make [insert type of payment] of [insert amount and currency] on [insert date of payment].

3. We confirm that, taking into account such payment, the Borrower will be in compliance with its obligations under Clause 19 (financial
Covenants ) of the facility Agreement on each of the next two Measurement Dates.

?PL WRV HOLDINGS LTD.

By:

Director

By:

Director



SIGNATORIES

THE BORROWER

Signed by )
for and on behalf of )

PPL W’V HOLDINGS LTD. )

Address: Avonbank
Feeder Road
Bristol BS2 0Th

Fax: +44 (0)1179 332 108



THE JOINT COORDINATORS ANI) BOOKRUNNERS

CnedbY )
for and on behalf of )
LLOYDS TSB BANK PLC )

Address: 10 Gresham Street
London EC2V 7AE

Tel: +44 2071582908
Email: Nick.Wa1kerIloydsbanking.com

Signed by )
for and on behalf of )

MIZUBO CORPORATE BANK, LTD. )

Address: Bracken House
One Friday Street
London EC4M 9JA



THE MANDATED LEAD ARRANGERS

‘nedb )
br and on behalf of

BARCLAYS BANK PLC )

Address: Barclays Bank PLC
5 The North Colonnade
Canary Wharf
London E14 4BB

Tel: +44(0)20 7773 2190
Fax: +44 (0)20 7773 1840

Signed by
for and on behalf of )

COMMONWEALTH BANK OF AUSTRALIA

Address: Senator House
Level 3
85 Queen Victoria Street
London
EC4V 4HA

Tel: (0)20 7710 3956
Fax: (0)20 7329 6611
E-mail: john.russell@cba.com.au

gnedby
)

rand on behalf of
HSBC BANK PLC

Address: 3 Rivergate
Bristol, BSJ 6ER

Tel: 08455 $39817
fax: 08455 877941
E-mail: sharondaw@’;hsbc.com



c)nedb )
for and on behalf of )
LLOYDS TSB BANK PLC )

Address: 10 Gresham Street
London EC2V 7AE

Tel: +44 (0)20 715$ 290$
E-mail: Nick.Walker@lloydsbanking.com

Signed by )
for and on behalf of )
MIZUBO CORPORATE BANK, LTD.

Address: Bracken House
One Friday Street
London EC4M 9]A

Signed by )
for and on behalf of )
THE BANK Of TOKYO-MITSUBISHI UFJ, LTD.

r)ddress: Ropemaker Place
25 Ropemaker Street
London EC2Y 9AN

Tel: 020 7577 2029/ 020 7577 5161/ 020 7577 1596
E-mail: Robert.welforduk.mufg.jp / kumar.shah@uk.mufg.jp /

mayumi.saito-o’connoruk.mufg.jp



Signed by )
and on behalf of )

THE ROYAL BANK OF SCOTLAND PLC )

Address: 135 Bishopsgate
London EC2M 3UR

Tel: +44 20 7085 8539
Fax: +44 20 7085 8692
E-mail: www.rbs.comlmib



THE ORIGINAL LENDERS

j”)nedbY )
Or and on behalf of )

BARCLAYS BANK PLC

Address: Barclays Bank PLC
5 The North Colonnade
Canary Wharf
London E14 4BB

Tel: +44(0)20 7773 2190
fax: +44 (0) 20 7773 1840

Signed by )
for and on behalf of

COMMONWEALTH BANK OF AUSTRALIA )

Address: Senator House
Level 3
85 Queen Victoria Street
London
EC4V 4HA

Tel: (0)20 7710 3956
fax: (0)20 7329 6611
E-mail: john.russell@cba.com.au

‘jgned by )
and on behalf of

HSBC BANK PLC

Address: 3 Rivergate
Bristol, BS1 6ER

Tel: 08455 839817
fax: 08455 877941
E-mail: sharondawhsbc.com



Signed by )
for and on behalf of )

LLOYDS TSB BANK PLC

Address: 10 Gresham Street
London EC2V 7AE

Attention: Nick Walker (for credit matters)
Tel: +44 20 7158 2908
E-mail: Nick.WaIker11oydsbanking.com

Address: Wholesale Loan Services
Level 1, Citymark
150 Fountainbridge
Edinburgh EH3 9PE

Attention: Wholesale Loans Services (for administration matters)
Tel: 08456 366 0025
Fax: +44 20 7158 3204

Signed by )
for and on behalf of )

MIZUHO CORPORATE BANK, LTD.

I4ddress:
Bracken House

) One Friday Street
London EC4M 9JA

Signed by )
forandonbehalfof )

THE BANK OF TOKYO-MITSUBISHI UFJ, LTD.

Address: Ropemaker Place
25 Ropernaker Street
London EC2Y 9AN

Tel: 020 7577 2029/ 020 7577 5 161/ 020 7577 1596
E-mail: Robert.welford@uk.rnufg.jp / kumar.shahuk.mufg.jp /

rnayumi.saito-oconnoruk.mufg.jp



ignedby )
for and on behalf of )
THE ROYAL BANK OF SCOTLAND PLC )

Address: 135 Bishopsgate
London EC2M 3UR

Tel: +44 20 7085 8539
fax: +442070858692
E-mail: www.rbs.comlmib



THE FACILITY AGENT

2ned by )
for and on behalf of )

MIZURO CORPORATE BANK, LTD. )

Address: Brackan House
One Friday Street
London EC4M 9JA



TRUST AGREEMENT

Between

PPL CORPORATION

And

FIRST UNION NATIONAL BANK AS TRUSTEE

Exhibit 1 O(hh)-1
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TABLE OF CONTENTS

ARTICLE

I Establishment, Purpose and Nature of Trust Fund

II Contributions to Trust fund and Allocation to Plan Accounts

Ill Cessation of Payments from Trust Fund While Company Insolvent

IV Payments from Trust Fund While Company Solvent

V Responsibilities of Trustee

VI Fees, Expenses and Taxes

VII Accounts of the Trustee

VIII Resignation or Removal of the Trustee

IX Action of PPL or Accounting Party

X Reservation of Powers

XI Surplus Plan Accounts and Termination of Trust

XII Merger or Consolidation of Trustee

XIII Miscellaneous



TRUST AGREEMENT
Between

PPL CORPORATION
And

FIRST UNION NATIONAL BANK, AS TRUSTEE

This Agreement and Declaration of Trust (hereinafter called the “Trust Agreement”) made as of the 1st day of April 2001,
as amended, by and between PPL Corporation, a corporation organized and existing under the laws of the Commonwealth of Pennsylvania,
with its principal place of business at Allentown, Pennsylvania. hereinafter referred to as “PPL,” and First Union National Bank, with its
principal place of business at Charlotte. North Carolina, hereinafter called the “Trustee”,

WITNESSETH:

WHEREAS, PPL has heretofore adopted a nonqualified deferred compensation plan and agreement for certain of its
Directors (such Directors and theft designated beneficiaries where applicable being hereinafter referred to collectively as the “Participants” and
individually as a “Participant”) and may hereafter adopt other such plans or agreements; and

WHEREAS, PPL wishes to establish this grantor trust, hereinafter called the “Trust,” for the collective investment of such
property as max’ from time to time be contributed thereto, subject only to the claims of PPUs general creditors in the event of PPL’s Insolvency
(as defmed in Article Ill); and

WHEREAS, PPL wishes the Trust to be used in connection with such plan or plans or agreements as it may from time to
time designate under Article X of this

Trust Agreement (which plans and agreements are hereinafter called the “Plans” collectively or the “Plan” individually),
although the Trust may not necessarily hold sufficient assets to satisf’ all of the benefits to be provided under the Plans; and

WHEREAS, the Trustee is willing to hold and administer such trust assets pursuant to the terms of this Trust Agreement.

NOW, THEREFORE, in consideration of the premises and of the mutual

covenants herein contained, PPL and the Trustee intending to be legally bound hereby, do covenant and agree as follows:



Article 1
Establishment, Purpose and Nature of Trust Fund. 1.1 PPL hereby establishes with the Trustee a trust consisting of such cash and/or marketable securities as shall be paid

to the Trustee with respect to the Plans pursuant to Article II, Paragraph 2.1. The Trust shall be known as the PPL EMPLOYEE
NONQUALWTED PLAJ’4S TRUST. The creation of this Trust is not intended to create an employee benefit plan subject to Title I of the
Employee Retirement Income Security Act of 1974. The Trust is intended to constitute an unfunded arrangement and shall not affect the status
of the Plans as unfunded plans maintained for the purpose of providing deferred compensation for a select group of management
or highly compensated employees for purposes of Title I of the Employee Retirement Income Security Act of 1974, as amended. 1.2 The Trust
shall consist of all contributions to the Trust by .PPL and the earnings and losses thereon (including unrealized gains and losses), less
disbursements therefrom (hereinafter called the “Trust fund”). The principal of the Trust, and any earnings thereon shall be held separate and
apart from other funds of PPL and shall be used exclusively for the uses and purposes of Participants, and general creditors as herein set forth.
Participants shall have no preferred claim on, or any beneficial ownership interest in. any assets of the Trust. Any rights created under the Plans
and this Trust Agreement shall be mere unsecured contractual rights of Participants against PPL. Any assets held by the Trust will be subject to
the claims of PPL’s general creditors under federal and state law in the event PPL becomes Insolvent.

1.3 The Trust hereby established is revocable by PPL; provided, however , that it shall be irrevocable (a) during the
pendency of a Potential Change in Control and (b) upon a Change in Control, each as defined in Paragraph 10.3.

1.4 The Trust Fund shall be held by the Trustee, subject to the reservation of powers under Paragraphs 10.1 and 10.2 of
Article X, for the purpose of providing benefits in accordance with the terms of the Plans. The Trustee shall pay all benefits as they become due
and payable pursuant to the Plans in accordance with Article Ill and Article IV to the extent there are sufficient funds in the Trust to do so.
Notwithstanding the foregoing, the Trust Fund shall be treated as an asset of PPL and shall remain subject to the claims of PPL’s general
creditors in the event of PPL becomes Insolvent.

1.5 The rights, powers , titles, duties, discretions and immunities of the Trustee shall be governed solely by this Trust
Agreement and applicable state and federal law.

1.6 The Trust is intended to be a grantor trust, of which PPL is the grantor, within the meaning of subpart E, part I,
subchapter J. chapter 1, subtitle A of the Internal Revenue Code of 1986, as amended, Sections 671-678, and any successor statute thereto,
and shall be construed accordingly.. 1.7 The Plans and any persons who may be entitled to benefit payments under the terms of the Plans shall not have any
preferred claim on the Trust Fund. Persons who may be entitled to benefit payments under the terms of the Plans shall have no greater right or
status than an unsecured creditor of PPL with respect to such amounts.

1.8 Notwithstanding anything else in this Agreement to the contrary: (1) the Trustee is not a party to, and has, except as
expressly provided herein, no duties or responsibilities under, the Plans; (2) PPL shall be required to certify in writing to the Trustee the
identity of any party or person, whether or not a fiduciary named in any Plans, which has the power to manage and control Plan assets, and the
Trustee shall be entitled to rely upon such certification until notified otherwise in writing by PPL; and (3) in any case in which a provision of
this Agreement conflicts with any provision in any Plans, this Agreement shall control. Notwithstanding the preceding sentence, the Trustee
reserves the right to seek a judicial and/or administrative determination as to its proper course of action under this Agreement.

1.9 The terms of the Plans shall govern the amount, form and timing of benefit payments to which a Participant is
entitled under the Plans. The Trustee shall have no right or obligations with respect to any of the provisions of the Plans except as
provided in this Trust Agreement.



Article II
Contributions to Trust Fund and Allocation to Plan Accounts

. 2.1 Subject to the provisions of Paragraph 2.2, PPL may from time to time make, or cause to be made, such
contributions to the Trust Fund of cash andlor marketable securities as it determines to be appropriate in its sole discretion and are acceptable to
the Trustee, which shall be held by the Trustee for the benefit of the Participants covered by each respective Plan, subject to the reservation of
powers under Paragraphs 10.1 and 10.2 of Article X and the claims of PPL’s general creditors in the event PPL becomes Insolvent. The Trustee
shall be accountable for all such contributions, but shall have no duty to determine that the amounts thereof comply with the provisions of the
Plans. PPL shall designate the Plan Account or Accounts as defmed in Paragraph 2.3 to which each contribution shall be allocated and the
amount of such contribution to be allocated to each such Plan Account.

2.2 Immediately prior to a Change in Control (as defmed in Paragraph 10.3), the Chief Executive Officer of PPL (or his
or her designee) shall authorize an irrevocable cash contribution to be made to the Trust in an amount equal to the amount that, in the
determination of PPL, is sufficient to pay each Participant or beneficiary the benefits to which Participants or their beneficiaries would be
entitled pursuant to the terms of the Plans as of the date of the Change in Control assuming each Participant terminated employment as of such
date under circumstances giving rise to payment of benefits under the Plans. After a Change in Control, the Trustee may compel any
contribution that is required under the Trust. Within 60 days following the end of each Plan year ending after a Change in Control has
occurred, PPL shall be required to irrevocably deposit additional cash or other property to the Trust in an amount sufficient and to the extent
necessary, to pay each Participant or beneficiary the benefits payable pursuant to the terms of the Plans as of the close of the Plan years.

2.3 The Trustee shall hold the Trust fund without distinction as to principal or income as a single commingled fund, but
for bookkeeping purposes shall maintain a separate account (hereinafter called a “Plan Account” or an “Account”) reflecting the interest of each
Plan in the Trust Fund. Each Plan Account shall consist of contributions to and payments from the Trust Fund which are allocable to each such
Plan, and the earnings thereon, less disbursements therefrom attributable to the interest of each Plan in the entire Trust Fund. The Trustee shall
advise the Accounting Party (as defined in Paragraph 2.4 below) of the fair Market Value (as defmed in Paragraph 2.5 below) of assets in the
Trust Fund as of the close of each calendar year of the Trust, or at such more frequent intervals as may be mutually agreed upon between the
Accounting Party and Trustee, among the Plan Accounts based upon the actual return of each Plan Account.

2.4 For purposes of this Trust Agreement, the Accounting Party is PPL prior to the occurrence of a Change in Control,
and after the occurrence of a Change in Control, in lieu of PPL, a committee composed of three members appointed by the Board of Directors
of PPL prior to the occurrence of a Change in Control. Any vacancy on the committee after the occurrence of a Change in Control (arising for
any reason, including the failure of the Board of Directors of PPL to appoint three members willing to serve on the committee or the death or.resignation of any member) will be filled by the employee or former employee of PPL with an accrued benefit under any of the Plansdesignated
by the remaining members or member of the committee, who is willing to serve as a member of the committee. If the remaining members of
the committee caimot agree on a new member or there are no members of the committee (for any reason, including the failure of the Board of
Directors of PPL to appoint prior to the occurrence of a Change in Control any person who is willing to serve on the committee or the death or
resignation of all members) any vacancy after the occurrence of a Change in Control shall be filled by the Participant with the largest accrued
benefit under the Plans and who is willing to serve as a member. If at any time after an occurrence of a Change in Control, there are no
members of the connnittee willing or able to serve, the determination as to the Participant with the largest accrued benefit under the Plans shall
be made by the Trustee. In the event that there are less than three persons who are willing to serve as members, the committee shall consist of
the number of such persons who are willing to serve as members.

2.5 For purposes of this Trust Agreement, “Fair Market Value” for any security shall be determined as follows:

(a) securities listed on the New York Stock Exchange, the American Stock Exchange or any other
recognized exchange shall be valued at their last sale prices on the exchange on which securities are principally traded on
the valuation date (NYSE-Composite Transactions or AIVIEX-Composite Transactions prices to prevail on any security
listed on either of these exchanges as well as on another exchange); and where no sale is reported for that date, the
last bid price shall be used.

(b) all other securities and assets shall be valued at their market
values as fixed by the Trustee’s staff regularly engaged in such activities.

Article Ill
Cessation of Payments from

Trust fund Thile Company Insolvent

3.1 The Trust Fund shall be subject to claims of general creditors of PPL in the event PPL becomes Insolvent, and at
any time the Trustee has actual knowledge, or has determined, that PPL is insolvent, the Trustee shall deliver the Trust Fund to satisfy such



claims as a court of competent jurisdiction may direct. PPL shall be considered “Insolvent” for purposes of this Trust
Agreement if (1) PPL is unable to pay its debts as they become due or (2) PPL is subject to a pending proceeding as a debtor or a debtor-in-
possession under the federal Bankruptcy Code, 11 U.S.C. 101 et seq. (or any successor federal statute).

• 3.2 At all times during the continuance of this Trust, as provided in Section 1.3 hereof, the principal and income of the
Trust shall be subject to claims of general creditors of PPL under federal and state law as set forth below.

3.3 The Board of Directors and the Chief Executive Officer of PPL shall have the duty to inform the Trustee in writing
that PPL has become Insolvent and the basis on which they consider PPL to be Insolvent. If a person claiming to be a creditor of PPL alleges in
writing to the Trustee that PPL has become Insolvent, the Trustee shall determine whether PPL is Insolvent and, pending such determination,
the Trustee shall discontinue payment of benefits to Participants or their beneficiaries.

3.4 If the Board of Directors or the Chief Executive Officer of PPL informs the Trustee in writing that PPL has become
Insolvent, the Trustee shall independently determine, within a reasonable time that in no event shall exceed sixty days after receipt of such
notice, whether PPL is Insolvent and, pending such determination, the Trustee shall discontinue payments from the Trust Fund, shall hold the
Trust Fund for the benefit of PPL’s general creditors, and shall resume payments from the Trust Fund only after the Trustee has determined that
PPL is not Insolvent (or is no longer Insolvent, if the Trustee initially detennined PPL to be Insolvent).

3.5 If at any time the Trustee has determined that PPL is Insolvent, the Trustee shall discontinue payments to
Participants and shall hold the assets of the Trust for the benefit of PPL’s general creditors. Nothing in this Trust Agreement shall in any way
diminish any rights of Participants or their beneficiaries to pursue their rights as general creditors of PPL with respect to benefits due under the
Plans or otherwise.

3.6 Trustee shall resume the payment of benefits to Participants in accordance with Article IV of this Trust Agreement
only after the Trustee has determined that PPL is not Insolvent (or is no longer Insolvent). If the Trustee discontinues payments from the Trust
Fund and subsequently resumes such payments, the first payments following such discontinuance shall include the aggregate amount of all
payment’s which would have been made to Participants under Article IV during the period of such discontinuance (together with interest based
upon the daily average, as determined by the Trustee, of the Average Prime Rate Charged by Banks (Percent) as published in the Business
Conditions Digest. or any successor publication, of the Social and Economic Statistics Administration, Bureau of Economic Analysis, of the
U.S. Department of Commerce, or any successor governmental agency), less the aggregate amount of payments made to any such persons by or
on behalf of PPL in lieu of the

payments provided for in Article IV during any such period of discontinuance.

• 3.7 Except as provided in Paragraph 3.3 or 3.4, or unless the Trustee has actual knowledge that PPL is Insolvent, the Trustee
shall have no duty to inquire whether PPL is Insolvent. The Trustee may in all events rely on such evidence concerning PPL’s insolvency as
may be a furnished to the Trustee which will give the Trustee a reasonable basis for making a determination concerning PPL’s insolvency.

3.8 Nothing in this Trust Agreement shall in any way diminish any rights of a person to pursue his
rights as a general creditor of PPL under the Plans.



Article IV
Payments from Trust Fund While Company Solvent

• 4.1 All payments from the Trust Fund while PPL is solvent shall be made by the Trustee only to such persons who at
any time prior to the occurrence of a Change in Control were employees of PPL, or any of its subsidiaries, and, in such manner, at such times,
and in such amounts as required by the terms of each respective Plan in effect when such payment is made or, if such payment is made after a
Change in Control occurs, as required by the terms of each respective Plan in effect when any such Change in Control occurs.

4.2 Immediately preceding the occurrence of a Change in Control, PPL shall deliver to the Trustee: a) a schedule (the
“Payment Schedule”) that indicates the amounts payable in respect of each Participant, that provides a formula or other instructions acceptable
to the Trustee for determining the amounts so payable, the form in which such amount is to be paid (as provided for or available under the
Plans), and the time of conmiencement for payment of such amounts, and b) copies of all then current Plans and any subsequent amendments
thereto. Except as otherwise provided herein, the Trustee shall make payments to the Participants in accordance with such Payment Schedule.
The Trustee shall make provision for the reporting and withholding of any federal, state or local taxes that may be required to be withheld with
respect to the payment of benefits pursuant to the terms of the Plans and shall pay amounts withheld to the appropriate taxing authorities or
determine that such amounts have been reported, withheld and paid by PPL.

4.3 PPL hereby agrees that the Accounting Party (as defmed in Section 2.4) shall have the exclusive responsibility, and
the Trustee shall not have any responsibility or duty under this Trust Agreement for determining that any change in the Payment Schedule is in
accordance with the terms of the Plan and applicable law, including without limitation, the amount, timing or method of payment and the
identity of each person to whom such payments shall be made. The Trustee shall have no responsibility or duty to determine the tax effect of
any payment or to see to the application of any payment.

4.4 The entitlement of a Participant to benefits under the Plans shall be determined under the Plans, and any claim for
such benefits shall be considered and reviewed under the procedures, if any, set out in the Plans.

4.5 Notwithstanding anything contained in Paragraph 4.1, PPL may make payment of benefits directly to Participants as
they become due under the terms of the Plans. PPL shall notify the Trustee of its decision to make payment of benefits directly prior to the time
amounts are payable to Participants. In addition, if the principal of the Trust, and any earnings thereon, are not sufficient to make payments of
benefits in accordance with the terms of the Plans, PPL shall make the balance of each such payment as it falls due. The Trustee shall notify
PPL where principal and earnings are not sufficient. The Trustee shall have no responsibility to inquire whether payments have been made
pursuant to the Plans in question.

4.6 In no event shall the Trustee knowingly cause any payment or distribution to be made from the Trust Fund pursuant
to the tenns of any Plan for any purpose in an amount which is in excess of the then current balance of the Plan Account (as defmed in Section
2.3) attributable to that Plan.

4.7 After the occurrence of a Change in Control, if a Participant does not receive a payment that the Participant believes
he or she has become entitled to under any Plan, he or she shall notify the Trustee of such entitlement. Within thirty (30) days of its receipt of
such notice, the Trustee shall determine whether the terms of the Plan dictate that the Participant is entitled to a payment. If the Trustee
determines that a payment is required, the Trustee shall make the payment to the Participant as soon as practicable, but in no event shall the
payment be made later than thirty (30) days after the expiration of the initial thirty-day period. The Trustee shall provide PPL with written
confirmation of the fact and amount of such payment after it is made. The Trustee’s decision shall be fmal and binding, and the Participant shall
be notified of the decision in writing within ten (10) days. The notice shall include specific reasons for the decision, including specific
references to the pertinent Plan provisions on which the decision is based, and shall be written in a niaimer calculated to be understood by the
Participant. The provisions of this Paragraph 4 . 7 shall apply only after the occurrence of a Change in Control. The Trustee may rely upon
direction from the Accounting Party in making such detenninations.

4.8 The Trustee shall not be liable for any payment made in good faith without actual notice or knowledge of the
changed condition or status of any recipient thereof. If the Trustee has responsibility for benefit payments and if any payment is not

claimed, the Trustee shall retain the payment as part of the Trust Fund.

4.9 Except as provided in this Article IV, after the Trust has become irrevocable, PPL shall have no right or power to
direct the Trustee to return to PPL or to divert to others any of the Trust assets before all payments of benefits have been made to Participants
and their beneficiaries pursuant to the terms of the Plans and all expenses of the Trust have been paid. At any time prior to the Trust becoming
irrevocable, however, PPL shall have the right or power to direct the Trustee to retum to PPL any of the assets of the Trust.



Article V
Responsibilitie s o f Trustee. 5.1 Trustee shall act with the care, skill, prudence and diligence under the circumstances then prevailing that a prudent

person acting in like capacity and familiar with such matters would use in the conduct of an enterprise of a like character and with like aims
(the “Prudent Man Standard of Care), provided however, that Trustee shall incur no liability to any person for any action taken pursuant to a
direction, request or approval given by PPL or the Accounting Party which is contemplated by, and in conformity with, the terms of the Plan or
this Trust and is given in writing by PPL or the Accounting Party. In the event of a dispute between PPL and a party, Trustee may apply to a
court of competent jurisdiction to resolve the dispute. The Trustee shall not be responsible for the title, validity or genuineness of any property
or evidence of title thereto received by it or delivered by it pursuant to this Trust Agreement and shall be held harmless in acting upon any
notice, request, direction, instruction, consent, certification or other instrument believed by it to be genuine and delivered by the proper party or
parties. Under no circumstances shall Trustee be liable for consequential, special. or speculative damages under the Trust Agreement even if
the Trustee is advised as to the possibility thereof. It is understood and agreed that Trustee shall be under no duty to take any action other than
herein specified with respect to any securities or other property at any time deposited hereunder unless specifically agreed to by the Trustee in
writing or as otherwise provided in this Trust Agreement. Subject to the Accounting Party’s power of investment direction under Article X, the
Trustee shall have exclusive authority and discretion to hold, manage, care for and protect the Trust Fund and shall have the following powers
and discretions in addition to those conferred bylaw:

(a) To invest and reinvest the Trust Fund in such equities (of any classification, including common and preferred
stocks), fixed income, cash, cash equivalents or other property (real, personal or mixed) and interests in investment companies and investment
trusts as the Trustee shall deem advisable, excluding any obligations or security, or other property of PPL, whether or not such investments and
reinvestments be authorized by any state law for the investment of Trust funds generally;

(b) To sell, exchange, convey, transfer or dispose of, and also to grant options with respect to, any property, whether
real or personal, at any time held by it by private contract or by public auction, for cash or upon credit, or partly for cash and partly upon
credit, as the Trustee may deem best, and no person dealing with the Trustee shall be bound to see to the application of the purchase money or
to inquire into the validity, expediency or propriety of any such sale or other disposition;

(c) To acquire, hold and dispose of any real estate, at such time, in such manner and upon such terms as the Trustee
may deem advisable; to retain, manage, operate, repair, improve, partition, mortgage or lease for any term or terms of years any such real
estate, or to exchange all or any part thereof for other real estate, upon such terms and conditions as the Trustee deems proper, using other
Trust assets for any of such purposes if deemed advisable;

(d) To compromise, compound and settle any debt or obligation due to or fiom it as Trustee and to reduce
the rate of interest thereon, to extend or otherwisemodify, or to foreclose upon default or otherwise enforce or act with respect to any such
obligation;

(e) If directed by the Accounting Party, Trustee shall vote as instructed by Accounting Party, in person or by general or
limited proxy, any stocks or other securities at any time held in the Trust Fund, at any meeting of stockholders or security holders, in respect to
any business which may come before the meeting.

(f) To vote, in person or by general or limited proxy, any stocks or other securities at any time held in the Trust Fund,
at any meeting of stockholders or security holders, in respect to any business which may come before the meeting; to exercise any options
appurtenant to any stocks, bonds or other securities for the conversion thereof into other stocks, bonds or securities; to exercise or sell any
conversion or subscription rights appurtenant to any stocks, bonds or other securities at any time held in the Trust fund, and to make any and
all necessary payments therefor; to join in, and to approve, or to dissent from and to oppose, any corporate act or proceeding, including
any reorganization, recapitalization, consolidation, merger, dissolution, liquidation, sale of assets or other action by or plan in respect of
corporations or properties, the stocks or securities of which may at any time be held in the Trust Fund; to deposit with any committee or
depository, pursuant to any plan or agreement of protection, reorganization, consolidation, sale, merger, or other readjustment, any property
held in the Trust Fund; and to make payment from the Trust Fund of any charges or assessments imposed by the terms of any such plan
oragreement;

(g) To accept and hold any securities or other property received by it under the provisions of any of the subdivisions of
this Article whether or not the Trustee would be authorized hereunder then to invest therein;

(h) To borrow money on behalf of the Trust upon such terms and conditions as the Trustee shall deem advisable to
carry out the purposes of the Trust and to pledge securities or other property of the Trust Fund in repayment of any such loan;

(1) To enforce any right, obligation or claim in its discretion and in general to protect in any way the interests of the
Trust fund, either before or after default, and in case the Trustee shall, in its discretion, consider such action for the best interest of the Trust
Fund to abstain from the enforcement of any right, obligation or claim and to abandon any property, whether real or personal, which at any
time may be held by the Trustee;

(j) To make , execute, acknowledge and deliver any and all deeds, leases, assignments, transfers, conveyances and any
and all other instruments necessary or appropriate to carry out any powers herein granted;

(k) To cause any investments from time to time held by it hereunder to be registered in, or transferred into, its name as



Trustee or the name of its nominee or nominees, and with or without designation of fiduciary capacity, or to retain any
investments unregistered or in form permitting transfer by delivery, but the books and records of the Trustee shall at all times show that all such
investments are part of the Trust Fund;

(I) To hold any part or all of the Trust Fund uninvested

(m) The Trustee may not invest in securities (including stock and the rights to acquire stock) or obligations issued by
PPL or an Employer as that term is defmed in the Plan, except by reason of the inclusion of such securities in a broadly inclusive index, mutual
fund, or collective investment medium.

Notwithstanding anything else in this Agreement to the contrary, including, without limitation, any specific or general power
granted to the Trustee, including the power to invest in real property, no portion of the Trust Fund shall be invested in real estate. for this
purpose, “real estate” includes, but is not limited to, any direct or indirect interest in real property, leaseholds or mineral interests.

5.2 If Trustee undertakes or defends any litigation arising in connection with this Trust, Trustee shall act only under the
Prudent Man Standard of Care, and PPL agrees to indenmify Trustee against Trustee’s costs, expenses and liabilities (including, without
limitation, attorney’s fees and expenses) relating thereto and to be primarily liable for such payments if the following conditions are met: (a)
Trustee shall notify the Accounting Party as soon as practicable after it has received actual notice of litigation, or when Trustee has reached a
decision to undertake litigation but prior to filing a complaint or other written notice to any party or agency, and (b) Trustee shall at all times
afford the Accounting Party the reasonable opportunity to approve (which approval shall not be unreasonably withheld) the hiring or discharge
of legal counsel and the settlement or other conclusion of any such litigation. If PPL does not pay such costs, expenses and liabilities in a
reasonably timely manner. Trustee may obtain payment from the Trust. In no event shall Trustee have any liability or responsibility to
undertake or defend any litigation unless the Trustee is reasonably assured of receiving payment of related fees and expenses. Trustee shall
have, without exclusion, all powers conferred on trustees by applicable law, unless expressly provided otherwise herein; provided, however,
that if an insurance policy is held as an asset of the Trust, the Trustee shall have no power to name a beneficiary of the policy other than the
Trust, to assign the policy (as distinct from conversion of the policy to a different form) other than to a successor Trustee, or to loan to any
person the proceeds of any borrowing against such policy. Subject to the foregoing, the Trustee shall have the exclusive authority:

(a) to retain an actuary to calculate the amount of any benefit payments due pursuant to Paragraph 1.4 of Article I; and

(b) to do all acts which the Trustee may deem necessary or proper and to exercise any and all of the powers of the Trustee
under this Trust Agreement upon such terms and conditions as to the Trustee may seem in the best interests of the Trust Fund.

• 5.3 Trustee, at the expense of the Trust or PPL. may consult with legal counsel (who prior to the occurrence of a
Change in Control may also be counsel for PPL generally) with respect to any of its duties or obligations hereunder. The Trustee may consult
with counsel, and the Trustee shall not be deemed imprudent by reason of its taking or refraining from taking any action, prior to the
occurrence of a Change in Control, in accordance with the opinion of counsel for PPL. PPL agrees to indenmify and hold the Trustee harmless
from and against any loss, costs and expenses including without limitation reasonable attorneys’ fees and other costs and expenses incident to
any suit, action, investigation, claim or proceeding that the Trustee may incur in the administration of the Trust fund, and this provision shall
survive termination of this Trust Agreement and the Trust, provided the following conditions are met: (a) Trustee shall act at all times under the
Prudent Man Standard of Care, (b) Trustee shall notify the Accounting Party as soon as practicable after it has received actual notice of the suit,
action, investigation, claim or proceeding, and (c) Trustee shall at all times afford the Accounting Party the reasonable opportunity to approve
(which approval shall not be unreasonably withheld) the hiring or discharge of legal counsel and the settlement or other conclusion of any such
matter . The Trustee shall not be required to give any bond or any other security for the faithful performance of its duties under this Trust
Agreement, except such as may be required by any law which prohibits the waiver thereof.

5.4 Trustee, at the reasonable and prudent expense of the Trust or PPL, may hire agents, accountant, actuaries,
investment advisors, fmancial consultants or other professionals to assist it in performing any of its duties or obligations hereunder. The Trustee
shall be entitled, as it may deem appropriate from time to time, to require of PPL such certifications and proofs of facts or other information
and/or cooperation as shall permit the Trustee to perform its duties or to exercise the powers granted the Trustee under this Trust Agreement
and shall be entitled to rely thereon.

5.5 The Trustee shall not be responsible in any manner whatsoever for the correctness of the recitals of fact herein
(other than recitals of fact relating solely to the Trustee and its power and authority to enter into and perform this Trust Agreement) all of which
have been made by PPL solely; and the Trustee shall not be responsible or accountable in any manner
whatsoever for or with respect to the validity or sufficiency of this Trust Agreement and makes no representation with respect thereto. The
Trustee shall not be responsible for the sufficiency of the Trust to pay the benefits contemplated by the Plans or for the use or application by
PPL of any monies held in the Trust when disbursed in conformity with this Trust Agreement.

5.6 During the term of this Trust, all of the income received by the Trust , net of expenses and taxes, shall be
accumulated and reinvested.

5.7 Notwithstanding any powers granted to Trustee pursuant to this Trust Agreement or to applicable law, Trustee shall. not have any power that could give this Trust the objective of carlying on a business and dividing the gains therefrom, within the meaning of
section 301.7701-2 of the Procedure and Administrative Regulations promulgated pursuant to the Internal Revenue Code.

5.8 If Trustee has at all times acted under the Prudent Man Standard of Care, Trustee shall not be liable for any expense,
loss, claim or damage (including counsel fees) suffered by the Plan or Participant arising out of or caused by any delay in, or failure of.
performance by Trustee, in whole or in part, arising out of, or caused by. unforseeable circumstances beyond Trustee’s control, including



without limitation: acts of God, interruption, delay in, or loss (partial or complete) of electrical power or external computer
(hardware or software) or communication services (including access to book entry securities systems maintained by federal Reserve Bank of
New York andlor any clearing corporation); act of civil or military authority; sabotage; natural emergency; epidemic; war or other government
actions; civil disturbance; flood, earthquake, fire, other catastrophe; strike or other labor disturbance by employees of nonaffiliates;.government, judicial, or self regulatory organization order, rule or regulation; riot; energy or natural resource difficulty or shortage; and
inability to obtain materials, equipment, or transportation, provided, in all cases, Trustee has acted under the Prudent Man Standard of Care to
mitigate, control, and prevent losses and expenses due to such circumstances.

5.9 The Trustee is not a party to, and has no duties or responsibilities under, the Plan other than those that may be
expressly contained in this Trust Agreement. In any case in which a provision of this Trust Agreement conflicts with any provision in the Plan,
this Trust Agreement shall control. The Trustee shall have no duties, responsibilities or liability with respect to the acts or omissions of any
prior or successor trustee.

5.10 Trustee shall have no responsibility with respect to: (i) the selection or monitoring of any insurance policies or
insurance contracts held in the Trust or the insurers issuing such policies or contracts; or (ii) the payment of any premiums with respect to such
policies or contracts.

5.11 The duties of the Trustee shall be limited to the assets held in the Trust, and the Trustee shall have no duties with
respect to assets held by any other person including, without limitation, any other trustee for the Plan. PPL hereby agrees that the Trustee shall
not serve as, and shall not be deemed to be, a co-trustee under any circumstances. The Accounting Party may request the Trustee to perform a
recordkeeping service with respect to property held by others and not otherwise subject to the terms of this Trust Agreement.
To the extent the Trustee shall agree to perform this service, its sole responsibility shall be to accurately reflect information on its books
which it has received from an authorized party.



Article VT
fees, Expenses and Taxes. 6.1 PPL shall pay the reasonable expenses incurred by the Trustee in or as a result of the performance of its duties

hereunder, including reasonable fees and expenses for services rendered to the Trustee, and such compensation to the Trustee as may be
agreed upon in writing from time to time between PPL and the Trustee. Afler the occurrence of a Change in Control, the compensation of the
Trustee shall be determined by the application of the current rates then charged by the Trustee for the provision of the types of investment and
trustee services contemplated in this Trust Agreement to trusts of a similar character and size.

6.2 PPL shall pay the reasonable expenses incurred by the Accounting Party, if other than PPL, in or as a result of the
performance by its members of their duties hereunder. Such expenses shall include but not be limited to the cost of travel as well as the cost of
any communications with the Trustee or Plan Participants. PPL shall also pay to the Accounting Party, if othet than PPL, such compensation
as may be provided for by resolution of the Board of Directors of PPL prior to the occurrence of a Change in Control.

6.3 If PPL fails to pay any such expenses and compensation as provided for in Paragraphs 6.1 and 6.2, the Trustee
shall pay them from the Trust Fund.

6.4 Any taxes, including real and personal property taxes, income taxes, transfer taxes and other taxes of any kind
whatsoever that may under any existing or future laws be assessed against or levied upon or in respect of the Trust
fund or its assets or any interest therein shall be paid by PPL. The word “taxes in thisArticle VI shall be deemed to include any interest or
penalties that may be levied or imposed in respect to any taxes.

6.5 To the extent the Accounting Party has provided necessary information to the Trustee, the Trustee shall be
responsible for any necessary withholding and reporting of federal taxes related to the payment of benefits pursuant to the terms of the Plan
and shall pay amounts withheld to the appropriate taxing authorities. In addition, to the extent the Accounting Party has provided necessary
information to the Trustee, the Trustee shall use reasonable efforts to assist such Accounting Party with respect to any “Tax Obligations.”
The term “Tax Obligations” means the responsibility for payment of taxes, withholding, certification and reporting requirements, claims for
exemptions or refund, interest, penalties and other related expenses of the Trust, including but not limited to the requirements set forth in
Section 2(a) of this Trust Agreement. Notwithstanding the foregoing, the Trustee shall have no responsibility or liability for any Tax
Obligations now or hereafter imposed on PPL or the Trust by any taxing authorities, domestic or forei, except as provided by applicable
law. To the extent the Trustee is responsible under any applicable law for any Tax Obligation, the Accounting Party shall inform the Trustee
of all Tax Obligations, shall direct the Trustee with respect to the performance of such Tax Obligations. All such Tax Obligations shall
be paid from the Trust unless paid by PPL.



Article VII
Accounts o f the Trustee. 7.1 The Trustee shall keep accurate and detailed accounts of all investments, receipts and disbursements and other

transactions hereunder, and all accounts, books and records relating thereto shall be open at all reasonable times to inspection and audit by any
person or persons designated by the Accounting Party. The cost of any audit if requested by the Accounting Party shall be paid by PPL.

7.2 Within ninety (90) days following the close of each calendar year, the Trustee shall file with the Accounting Party
and PPL, if different, a written account setting forth all investments, receipts, disbursements, and other transactions of the Trust Fund effected
by it during such fiscal year including a description of all securities and investments purchased and sold, with the cost or net proceeds of such
purchases or sales, and showing all cash, securities and other property held, including values at the end of such calendar year.

7.3 Upon the expiration of one hundred eighty days following the filing as above provided of such account, such
account shall be considered as final and binding upon the Accounting Party, PPL, its subsidiaries, directors, former directors, Participants,
employees, former employees, retired employees, their beneficiaries, and the Trustee, as if settled by a court of competent jurisdiction, and the
Trustee shall be forever released and discharged from any liability or accountability to anyone in connection with or arising or resulting from
any of the acts or transactions shown therein, except with respect to such acts or transactions as to which the Accounting Party shall within
such one hundred eighty day period file with the Trustee written objections or which involve manifest error, gross negligence, willful
misconduct or fraud.

7.4 Accounts of the Trustee need only be settled with the Accounting Party. Subject to any express provision of
applicable law as may be in effect from time to time to the contrary, no other person or party shall be entitled to any accounting by the
Trustee.

7.5 Nothing contained in this Trust Agreement shall, however, preclude the Trustee from having any of its accounts
settled by a court of competent jurisdiction. In any action or proceeding for settlement of the accounts of the Trustee or concerning
administration of the Trust Fund, the Accounting Party and the Trustee shall be the only necessary parties thereto. To the extent provided by
law, service of any- notice or process upon the Accounting Party shall be deemed for all purposes service on PPL, its subsidiaries, directors,
former directors, Participants, employees, former employees, and retired employees of PPL, and their beneficiaries and any final judgment in
any such action or proceeding shall be binding and conclusive on the Accounting Party, PPL, employees, former employees, directors, former
directors and retired employees of PPL and their beneficiaries and the Trustee.



Article VIII
Resignation or Removal of the Trustee. 8.1 The Trustee may be removed by the Accounting Party to the extent provided in Article X at any time upon sixty

days notice in writing. The Trustee shall have the right to resign at any time by giving sixty days notice in writing to the Accounting Party,
provided that such resignation shall not become effective until a successor trustee has accepted its appointment. Upon such removal or notice
of resignation of the Trustee, the Accounting Party shall appoint mid designate a successor Trustee, which shall be a corporate trustee qualified
to conduct trust business in Pennsylvania, which is independent of and not subject to control by PPL. Such successor trustee shall qualif’ as
such by delivering a written acceptance of the trust to the Accounting Party and the retiring Trustee, and thereupon all the provisions hereof
shall relate and be applicable to such successor Trustee. Until the effective date of the assumption by the successor Trustee of its duties under
this Trust Agreement, the retiring Trustee shall continue to function and be bound hereunder as trustee hereof. Upon receipt of such written
acceptance the retiring Trustee shall forthwith file with the Accounting Party a written account of its acts in the same form as its annual
account above provided for in Article VII from the date of its last annual account to the date of the acceptance of the Trust by the successor
trustee and settlement of such account shall be accomplished as in Article VII. Upon the filing of such account, the retiring Trustee shall
transfer and deliver the Trust Fund to the successor Trustee but shall be entitled to reserve therefrom and hold such assets as it may reasonably
deem necessary to provide for any and all expenses and payments properly chargeable against the Trust Fund or for which the Trust Fund may
be liable or to which the retiring Trustee may be entitled by way of fees and expenses in the settlement of its account. If the assets so withheld
are insufficient or excessive for such purposes, the retiring Trustee shall be entitled to reimbursement for any deficiency out of the Trust Fund
from the successor Trustee, or shall deliver the excess to the successor Trustee, as the case may be. To the extent permitted by law, upon the
transfer of the Trust Fund as above provided and the settlement of its account, the retiring Trustee’s previous annual accounts having been
settled as provided in Article VII, the retiring Trustee shall thereupon be discharged from any further duty, obligation or responsibility with
respect to the operation of the Trust Fund or any matter connected therewith prior to the delivery of said written acceptance except matters
which relate to manifest error, gross negligence, willful misconduct or fraud.

8.2 If Trustee resigns or is removed, a successor shall be appointed, in accordance with Section 8.1 hereof, by the
effective date of resignation or removal under Section 8.1. If no such appointment has been made, Trustee may apply to a court of competent
jurisdiction for appointment of a successor or for instructions. All expenses of Trustee in connection with the proceeding shall be allowed as
administrative expenses of the Trust.



Article IX
Action of PPL or Accounting Party

9.1 My action of PPL pursuant to any of the provisions of this Trust Agreement shall be evidenced by a written
notice or direction to such effect over the signature of: i) any officer or ii) other representative of PPL who shaLl have been certified to the
Trustee by the President, Treasurer or Secretary of PPL as having such authority. The Trustee shall be fully protected in acting in accordance
with such notices or directions. All connnunications from PPL to the Trustee shall be in writing, signed by the person designated as having
such authority as PPL shall certi1’ to the Trustee, and the Trustee shall act and be ifilly protected in acting in accordance with such
communications.

9.2 Any action of the Accounting Party pursuant to provisions of this Trust Agreement shall be evidenced by a
written notice or direction to such effect over the signature of any one or more members of the Accounting Party. Prior to the occurrence of a
Change in Control, the President, Treasurer or Secretary of PPL shall advise the Trustee of the name or names of the person or persons who
will serve as members of the Accounting Party after the occurrence of such Change in Control. Afler such Change in Control, current
members of the Accounting Party shall advise the Trustee of the name or names of any new person or persons serving as members of the
Accounting Party.

9.3 All connnunications from the Accounting Party to the Trustee shallbe in writing, signed by the person designated
as having such authority as PPL or member of the Accounting Party shall certif’ to the Trustee, and the Trustee shall be fully protected in
acting in accordance with such communications.

9.4 PPL shall furnish the Trustee with a written list of the names, signatures and extent of authority of all persons
constituting the Accounting Party as defined in Section 2.4. The Trustee shall be entitled to rely on and shall be fully protected in acting upon
direction from such person until notified in writing by PPL, as appropriate, of a change in the make up of the Accounting Party.



Article X
Reservation o f Powers

10.1 The Accounting Party expressly reserves the powers to:

(a) remove the Trustee;

(b) direct the investment and reinvestment of the principal and income of the Trust fund; it shall be the duty of the
Trustee to act strictly in accordance with such investment directions, and any changes therein, as so communicated to the Trustee from
time to time in writing. To the maximum extent permitted by law, Trustee shall have no duty or responsibility (i) to advise with respect to,
or inquire as to the propriety of, any such investment direction or (ii) for any investment decisions made with respect to the Trust by PPL
or the Accounting Party. In the absence of investment direction by the Accounting Party, the Trustee shall invest Trust assets in any
manner permitted under Section 5.1; and

(c) following the occurrence of a Potential Change in Control as defmed in Paragraph 10.3, modify, alter or amend
this Trust Agreement. provided that no such modification, alteration or amendment may directly or indirectly (i) affect any Participant’s
entitlement to receive benefit payments under any Plan or under this Trust Agreement or the amount, form or timing of such benefit
payments, (ii) alter the relative funding levels of the Plan Accounts, (iii) alter the method of allocation of Trust Fund earnings and losses
among the Plan Accounts, (iv) eliminate the requirement under this Trust Agreement of
separate accounting for the interests of each Plan in the Trust Fund, (v) impair or otherwise affect any claims which general creditors of
PPL may have with respect to the Trust Fund in the event of PPL becomes Insolvent, (vi) change the rights, duties, powers, liabilities or
immunities of the Trustee hereunder without the Trustees written consent, except as provided upon the Trustee’s removal in Article VIII,
(vii) eliminate the restrictions set forth in this subparagraph 10.1(c), or (viii) confer upon the Trustee or any other person, directly or
indirectly, the power or authority to effect any result prohibited under clauses (i)-(vii) of this subparagraph 10.1(c). No provision of this
Trust Agreement may be amended by PPL in any manner adverse to Participants following a Potential Change in Control.

10.2 Subject to the provisions of Paragraphs 10.1 and 10.3 of this Article X, PPL expressly reserves the powers to:

(a) modify, alter, amend, terminate or revoke this Trust Agreement and the trust hereby created to any extent and in
any respect deemed advisable by PPL, through an action of PPL that is in writing duly executed and acknowledged and delivered to the
Trustee; provided however, that the rights, duties, powers, liabilities or immunities of the Trustee hereunder shall not be changed without
its written consent, except as provided upon the Trustee’s removal in Article VIII;

(b) withdraw from the Trust Fund any property forming a part of the Trust Fund, any such withdrawal shall be
considered a revocation of this Trust solely with respect to such property;

(c) reallocate amounts among Plan Accounts in the Trust Fund;

(d) require the Trustee to furnish such information as may be reasonably requested in regard to the operations of the
Trust Fund and the investment thereof;

(e add to or delete from Appendix A one or more nonqualified deferred compensation plans or agreements for PPL’s
or its subsidiaries employees;

(f) add to or delete from Appendix A one or more individual employment agreements with employees of PPL or any
of its subsidiaries; and

(g) contribute to the Trust Fund property other than cash or marketable securities to the extent not expressly
prohibited by the Plans or within the terms of this Trust, if acceptable to Trustee.

10.3 The right of PPL to exercise the powers reserved to it under Paragraph 10.2 of this Article shall expire upon the
occurrence of a Change in Control or Potential Change in Control. For purposes of this Trust Agreement, a Change in Control shall be
deemed to have occurred

(a) if one of the following events occurs:

(I) the following individuals cease for any reason to constitute a majority of the number of directors then
serving: individuals who, on the date hereof, constitute the Board and any new director (other than a director whose initial
assumption of office is in connection with an actual or threatened election contest, including but not limited to a consent
solicitation, relating to the election of directors of the Company) whose appointment or election by the Board or nomination
for election by the Company’s shareowners was approved or recommended by a vote of at least two-thirds (2/3) of the
directors then still in office who either were directors on the date hereof or whose appointment, election or nomination for
election was previously so approved or recommended;

(II) any Person becomes the Beneficial Owner, directly or indirectly, of securities of the Company
representing 20% or more of the combined voting power of the Company’s then outstanding securities entitled to vote
generally in the election of directors;



(Ill) there is consummated a merger or consolidation of the Company or any direct or indirect subsidiary of
the Company with any other corporation or other entity, other than (I) a merger or consolidation which would result in the
voting securities of the Company outstanding immediately prior to such merger or consolidation continuing to represent
(either by remaining outstanding or by being converted into voting securities of the surviving entity or any parent thereof), in
combination with the ownership of any trustee or other fiduciary holding securities under an employee benefit plan of the
Company or any subsidiary of the Company, at least 60% of the combined voting power of the securities of the Company or
at least 60% of the combined voting power of the securities of such surviving entity or any parent thereofoutstanding
immediately afier such merger or consolidation; or (II) a merger or consolidation effected to implement a recapitalization of
the Company (or similar transaction) in which no Person is or becomes the Beneficial Owner, directly or indirectly, of
securities of the Company (excluding in the securities Beneficially Owned by such Person any securities acquired directly
from the Company or its Affiliates) representing 20% or more of the combined voting power of the Company’s then
outstanding securities;

(IV) the shareowners of the Company approve a plan of complete liquidation or dissolution of the
Company; or

(V) the Board adopts a resolution to the effect that a “Change in Control” has occurred or is anticipated to
occur.

(b) For purposes of this Trust Agreement, a “Potential Change in Control” shall be deemed to have occurred
if the event set forth in any one of the following paragraphs shall have occurred:

(I) PPL enters into an agreement, the consummation of which would result in the occurrence of a
Change in Control;

(II) any Person publicly aimounces an intention to take or to consider taking actions which if
consummated would constitute a Change in Control;

(Ill) any Person is or becomes the Beneficial Owner, directly or indirectly, of securities of PPL
representing 5% or more of the combined voting power of PPL’s then outstanding securities entitled to vote
generally in the election of directors; or

(IV) the Board adopts a resolution to the effect that, for purposes of this Agreement, a Potential
Change in Control has occurred.

For purposes of this Paragraph 10.3:

“Beneficial Owner” shall have the meaning set forth in Rule l3d-3 under the Exchange Act; and “Person” shall have the
meaning given in Section 3(a)(9) of the Exchange Act, as modified and used in Sections 13(d) and 14(d) thereof, except
that such term shall not include (i) PPL or any of its subsidiaries, (ii) a trustee or other fiduciary holding securities under an
employee benefit plan of PPL or any of its Affiliates (as defmed in Rule l2b-2 promulgated under Section 12 of the
Exchange Act), (iii) an underwriter temporarily holding securities pursuant to an offering of such securities, or (iv) a
corporation owned, directly or indirectly, by the stockholders of PPL in substantially the same proportions as their
ownership of stock of PPL.

10.4 The Board of Directors or the Chief Executive Officer or any Plan Participant may notif’ the Trustee in writing
as promptly as practicable following the occurrence of a Change in Control or Potential Change in Control, and the Trustee shall not be
charged with knowledge of such Change in Control or Potential Change in Control in the absence of written notification.

10.5 The Trustee is not a party to any Plan except insofar as the Trustee has assumed duties under a Plan as
specifically provided in this Trust Agreement. PPL retains the right to amend any provision of any Plan to the extent provided for in such Plan,
including provisions relating to the Trustee; provided, however, that the allocation of responsibilities to the Trustee shall not be amended,
altered or modified without the prior written consent of the Trustee, and no amendment to any Plan shall allocate responsibilities between the
Trustee and PPL in a manner

inconsistent with the terms of this Trust Agreement.



Article XI
Surplus Plan Accounts and Termination of Trust. 11.1 II this Trust Agreement is terminated tinder Article X with respect to any Plan at a time when there is a Plan

Account attributable to such Plan or if the Trustee determines that certain amounts attributable to a Plan Account will not be required to make
benefit payments under the Plan for which such Plan Account is maintained, the value of the Plan Account or portion thereof attributable to
such Plan shall be allocated in the Trustee’s discretion among the remaining Plan Accounts in a way that the Trustee believes best maximizes
benefit payments under Article IV.

11.2 Unless the Trust is revoked under Article X, the Trust shall not terminate until the date on which no person is or
will ever be entitled to benefit payments under the Plans. My assets remaining in the Trust shall be returned to PPL
upon revocation or termination of the Trust.



Article XII
Merger or Consolidation of Trustee. 12.1 Any corporation into which the Trustee may be merged or with which it may be consolidated, or any corporation

resulting from any merger, reorganization or consolidation to which the Trustee may be a party, or any corporation to which all or
substantially all of the trust business of the Trustee may be transferred shall be the successor of the Trustee hereunder without the execution or
filing of any instrument or the performance of any further act; provided that in case of any such transfer of trust business the transferee
corporation shall file with PPL written acceptance of the Trust hereby created.



Article XIII
Miscellaneous

• 13.1 This Trust Aureement, as amended from time to time, shall be administered, construed and enforced according to
the laws of the Commonwealth of Pennsylvania and in courts situated in that Commonwealth. The situs of the Trust shall be Lehigh County,
Pennsylvania.

13.2 This Trust Agreement may be executed in any number of counterparts, each of which shall be deemed an
original, and said counterparts shall constitute but one and the same instrument.

13.3 Nothing in this Trust Agreement shall require PPL to retain any employee in its service or the service of any of
its subsidiaries.

13.4 The Trustee by joining in the execution of this Trust Agreement hereby signifies its acceptance of the Trust
hereby created.

13.5 Notwithstanding anything in this Trust Agreement to the contrary, this Trust shall terminate no later than twenty-
one years afler the death of the last survivor in being upon the cessation of PPLs powers under Article X of the class consisting of the persons
entitled to receive benefits under the Plans.

13.6 No attempt by any person entitled to benefits under the Plan to assign, alienate, anticipate, sell, transfer, pledge,
encumber or place a charge upon any benefit or any installment thereof shall be recognized by the Trustee, nor shall the Trustee recognize any
such attempt to attach or garnish or otherwise subject the Trust fund or any benefit or any installment thereof to legal process, except as the
Trustee may be required to do by law.

13.7 Any provision of this Trust Agreement prohibited by law shall be ineffective to the extent of any such
prohibition, without invalidating the remaining provisions hereof.

13.7 This Trust Agreement shall be binding upon any successors or assigns of PPL and any transferee(s) of all or
substantially all of PPL’s assets.

13.8 Any notice to the Trustee shall be sent to the following:

first Union National Bank
Attn: Robert Hord
1525 West W. T. Harris Boulevard
Charlotte, North Carolina 28288

My notice to PPL shall be sent to the

PPL Corporation
Atm: Thobum Hatten
Two North Ninth Street
Allentown, Pennsylvania 18101

Either party hereto may designate a new representative for the purpose of receiving notices by notifying the other party in
writing of the name and address of such new representative. An Accounting Party other than PPL shall notif’ both PPL and Trustee of the
name and address of its designated representative authorized from time to time to receive notices.



FIRST UNION NATIONAL BANK AS TRUSTEE

By: Is! Robert E. Hord Jr.

Name: Robert E. Hord Jr.

Title: Vice President

iN WITNESS WHEREOF, this Trust Agreement has been duly executed by the authorized officers of the parties hereto.

PPL CORPORATION
TThST:
Is! Diane M. Koch Is! James E. Abel

James E. Abel
Vice President-Finance & Treasurer

Date: April 10, 2001

Assistant Secretary

ATTEST:
Is! Samantha Miller

By:

Name:
Title:

Date: April 26, 2001
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Name of Plan Effective

PPL Corporation Directors Deferred Compensation Plan April 1, 2001
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TRUST AGREEMENT
Between

PPL CORPORATION
And

FIRST UNION NATIONAL BANK, AS TRUSTEE

This Agreement and Declaration of Trust (hereinafter called the “Trust Agreement”) made as of the 1St day of April 2001,
as amended, by and between PPL Corporation, a corporation organized and existing under the laws of the Commonwealth of Pennsylvania,
with its principal place of business at Allentown, Pennsylvania, hereinafter referred to as “PPL,” and first Union National Bank, with its
principal place of business at Charlotte, North Carolina, hereinafter called the “Trustee”,

WITNESSETH:

WHEREAS, PPL has heretofore adopted a nonqualified deferred compensation plan and agreement for certain of its
Directors (such Directors and their designated beneficiaries where applicable being hereinafter referred to collectively as the “Participants” and
individually as a “Participant”) and may hereafter adopt other such plans or agreements; and

WHEREAS, PPL wishes to establish this grantor trust, hereinafter called the “Trust,” for the collective investment of such
property as may from time to time be contributed thereto, subject only to the claims of PPLs general creditors in the event of PPL’s hisolvency
(as defmed in Article 111); and

WHEREAS, PPL wishes the Trust to be used in connection with such plan or plans or agreements as it may from time to
time designate under Article X of this

Trust Agreement (which plans and agreements are hereinafter called the “Plans” collectively or the “Plan” individually),
although the Trust may not necessarily hold sufficient assets to satisfy all of the benefits to be provided under the Plans; and

WHEREAS, the Trustee is willing to hold and administer such trust assets pursuant to the terms of this Trust Agreement.

NOW, THEREFORE, in consideration of the premises and of the mutual

covenants herein contained, PPL and the Trustee intending to be legally bound hereby, do covenant and agree as follows:



Article 1
Establishment, Purpose and Nature of Trust Fund. 1.1 PPL hereby establishes with the Trustee a trust consisting of such cash andlor marketable securities as shall be paid

to the Trustee with respect to the Plans pursuant to Article II, Paragraph 2.1. The Trust shall be known as the PPL EMPLOYEE
NONQUAL1FffiD PLANS TRUST. The creation of this Trust is not intended to create an employee benefit plan subject to Title I of the
Employee Retirement Income Security Act of 1974. The Trust is intended to constitute an unfunded arrangement and shall not affect the status
of the Plans as unfunded plans maintained for the purpose of providing deferred compensation for a select group of management
or highly compensated employees for purposes of Title I of the Employee Retirement Income Security Act of 1974, as amended. 1.2 The Trust
shall consist of all contributions to the Trust by .PPL and the earnings and losses thereon (including unrealized gains and losses), less
disbursements therefrom (hereinafter called the Trust Fund). The principal of the Trust, and any earnings thereon shall be held separate and
apart from other funds of PPL and shall be used exclusively for the uses and purposes of Participants, and general creditors as herein set forth.
Participants shall have no preferred claim on, or any beneficial ownership interest in, any assets of the Trust. Any rights created under the Plans
and this Trust Agreement shall be mere unsecured contractual rights of Participants against PPL. Any assets held by the Trust will be subject to
the claims of PPLs general creditors under federal and state law in the event PPL becomes Insolvent.

1.3 The Trust hereby established is revocable by PPL; provided, however , that it shall be irrevocable (a) during the
pendency of a Potential Change in Control and (b) upon a Change in Control, each as defined in Paragraph 10.3.

1.4 The Trust Fund shall be held by the Trustee, subject to the reservation of powers under Paragraphs 10.1 and 10.2 of
Article X, for the purpose of providing benefits in accordance with the terms of the Plans. The Trustee shall pay all benefits as they become due
and payable pursuant to the Plans in accordance with Article Ill and Article IV to the extent there are sufficient funds in the Trust to do so.
Notwithstanding the foregoing, the Trust Fund shall be treated as an asset of PPL and shall remain subject to the claims of PPL’s general
creditors in the event of PPL becomes Insolvent.

1.5 The rights, powers , titles, duties, discretions and immunities of the Trustee shall be governed solely by this Trust
Agreement and applicable state and federal law.

1.6 The Trust is intended to be a grantor trust, of which PPL is the grantor, within the meaning of subpart E, part 1,
subchapter J, chapter 1, subtitle A of the Internal Revenue Code of 1986, as amended, Sections 671-678, and any successor statute thereto,
and shall be construed accordingly.. 1.7 The Plans and any persons who may be entitled to benefit payments under the terms of the Plans shall not have any
preferred claim on the Trust Fund. Persons who may be entitled to benefit payments under the terms of the Plans shall have no greater right or
status than an unsecured creditor of PPL with respect to such amounts.

1.8 Notwithstanding anything else in this Agreement to the contrary: (1) the Trustee is not a party to, and has, except as
expressly provided herein, no duties or responsibilities under, the Plans; (2) PPL shall be required to certify in writing to the Trustee the
identity of any party or person, whether or not a fiduciary named in any Plans, which has the power to manage and control Plan assets, and the
Trustee shall be entitled to rely upon such certification until notified otherwise in writing by PPL; and (3) in any case in which a provision of
this Agreement conflicts with any provision in any Plans, this Agreement shall control. Notwithstanding the preceding sentence, the Trustee
reserves the right to seek a judicial and/or administrative determination as to its proper course of action under this Agreement.

1.9 The terms of the Plans shall govern the amount, form and timing of benefit payments to which a Participant is
entitled under the Plans. The Trustee shall have no right or obligations with respect to any of the provisions of the Plans except as
provided in this Trust Agreement.



Article II
Contributions to Trust Fund and Allocation to Plan Accounts

. 2.1 Subject to the provisions of Paragraph 2.2, PPL may from time to time make, or cause to be made, such
contributions to the Trust Fund of cash aridlor marketable securities as it determines to be appropriate in its sole discretion and are acceptable to
the Trustee, which shall be held by the Trustee for the benefit of the Participants covered by each respective Plan, subject to the reservation of
powers under Paragraphs 10.1 and 10.2 of Article X and the claims of PPLs general creditors in the event PPL becomes Insolvent. The Trustee
shall be accountable for all such contributions, but shall have no duty to determine that the amounts thereof comply with the provisions of the
Plans. PPL shall designate the Plan Account or Accounts as defmed in Paragraph 2.3 to which each contribution shall be allocated and the
amount of such contribution to be allocated to each such Plan Account.

2.2 Immediately prior to a Change in Control (as defmed in Paragraph 10.3), the Chief Executive Officer of PPL (or his
or her designee) shall authorize an irrevocable cash contribution to be made to the Trust in an amount equal to the amount that, in the
determination of PPL, is sufficient to pay each Participant or beneficiary the benefits to which Participants or their beneficiaries would be
entitled pursuant to the terms of the Plans as of the date of the Change in Control assuming each Participant terminated employment as of such
date under circumstances giving rise to payment of benefits under the Plans. After a Change in Control, the Trustee may compel any
contribution that is required under the Trust. Within 60 days following the end of each Plan year ending after a Change in Control has
occurred, PPL shall be required to irrevocably deposit additional cash or other property to the Trust in an amount sufficient and to the extent
necessary, to pay each Participant or beneficiary the benefits payable pursuant to the terms of the Plans as of the close of the Plan years.

2.3 The Trustee shall hold the Trust Fund without distinction as to principal or income as a single commingled fund, but
for bookkeeping purposes shall maintain a separate account (hereinafter called a “Plan Account” or an “Account”) reflecting the interest of each
Plan in the Trust Fund. Each Plan Account shall consist of contributions to and payments from the Trust Fund which are allocable to each such
Plan, and the earnings thereon, less disbursements therefrom attributable to the interest of each Plan in the entire Trust Fund. The Trustee shall
advise the Accounting Party (as defined in Paragraph 2.4 below) of the Fair Market Value (as defmed in Paragraph 2.5 below) of assets in the
Trust Fund as of the close of each calendar year of the Trust, or at such more frequent intervals as may be mutually agreed upon between the
Accounting Party and Trustee, among the Plan Accounts based upon the actual return of each Plan Account.

2.4 For purposes of this Trust Agreement, the Accounting Party is PPL prior to the occurrence of a Change in Control,
and after the occurrence of a Change in Control, in lieu of PPL, a committee composed of three members appointed by the Board of Directors
of PPL prior to the occurrence of a Change in Control. Any vacancy on the committee after the occurrence of a Change in Control (arising for
any reason, including the failure of the Board of Directors of PPL to appoint three members willing to serve on the committee or the death or.resignation of any member) will be filled by the employee or former employee of PPL with an accrued benefit under any of the Plansdesignated
by the remaining members or member of the committee, who is willing to serve as a member of the committee, if the remaining members of
the committee cannot agree on a new member or there are no members of the committee (for any reason, including the failure of the Board of
Directors of PPL to appoint prior to the occurrence of a Change in Control any person who is willing to serve on the committee or the death or
resignation of all members) any vacancy after the occurrence of a Change in Control shall be filled by the Participant with the largest accrued
benefit under the Plans and who is willing to serve as a member. If at any time after an occurrence of a Change in Control, there are no
members of the committee wi]Jing or able to serve, the determination as to the Participant with the largest accrued benefit under the Plans shall
be made by the Trustee, in the event that there are less than three persons who are willing to serve as members, the committee shall consist of
the number of such persons who are willing to serve as members.

2.5 For purposes of this Trust Agreement, “Fair Market Value” for any security shall be determined as follows:

(a) securities listed on the New York Stock Exchange, the American Stock Exchange or any other
recognized exchange shall be valued at their last sale prices on the exchange on which securities are principally traded on
the valuation date (NYSE-Composite Transactions or AIVIEX-Composite Transactions prices to prevail on any security
listed on either of these exchanges as well as on another exchange); and where no sale is reported for that date, the
last bid price shall be used.

(b) all other securities and assets shall be valued at their market
values as fixed by the Trustee’s staff regularly engaged in such activities.

Article Ill
Cessation of Payments from

Trust Fund While Company Insolvent

3.1 The Trust Fund shall be subject to claims of general creditors of PPL in the event PPL becomes Insolvent, and at
any time the Trustee has actual knowledge, or has detennined, that PPL is Insolvent, the Trustee shall deliver the Trust Fund to satisfy’ such



claims as a court of competent jurisdiction may direct. PPL shall be considered ‘Insolvent” for purposes of this Trust
Agreement if (1) PPL is unable to pay its debts as they become due or (2) PPL is subject to a pending proceeding as a debtor or a debtor-in-
possession under the federal Bankruptcy Code, 11 U.S.C. 101 et seq. (or any successor federal statute).. 3.2 At all times during the continuance of this Trust, as provided in Section 1.3 hereof, the principal and income of the
Trust shall be subject to claims of general creditors of PPL under federal and state law as set forth below.

3.3 The Board of Directors and the Chief Executive Officer of PPL shall have the duty to inform the Trustee in writing
that PPL has become Insolvent and the basis on which they consider PPL to be Insolvent. If a person claiming to be a creditor of PPL aLleges in
writing to the Trustee that PPL has become Insolvent, the Trustee shall determine whether PPL is Insolvent and, pending such determination,
the Trustee shall discontinue payment of benefits to Participants or their beneficiaries.

3.4 If the Board of Directors or the Chief Executive Officer of PPL informs the Trustee in writing that PPL has become
Insolvent, the Trustee shall independently determine, withiii a reasonable time that in no event shall exceed sixty days after receipt of such
notice, whether PPL is Insolvent and, pending such determination, the Trustee shall discontinue payments from the Trust Fund, shall hold the
Trust Fund for the benefit of PPL’s general creditors, and shall resume payments from the Trust Fund only after the Trustee has determined that
PPL is not Iruolvent (or is no longer Insolvent, if the Trustee initially determined PPL to be Insolvent).

3.5 If at any time the Trustee has determined that PPL is Insolvent, the Trustee shall discontinue payments to
Participants and shall hold the assets of the Trust for the benefit of PPL’s general creditors. Nothing in this Trust Agreement shall in any way

diminish any rights of Participants or their beneficiaries to pursue their rights as general creditors of PPL with respect to benefits due under the
Plans or otherwise.

3.6 Trustee shall resume the payment of benefits to Participants in accordance with Article IV of this Trust Agreement
only after the Trustee has determined that PPL is not Insolvent (or is no longer Insolvent). If the Trustee discontinues payments from the Trust
Fund and subsequently resumes such payments, the first payments following such discontinuance shall include the aggregate amount of all
payment’s which would have been made to Participants under Article IV during the period of such discontinuance (together with interest based
upon the daily average, as determined by the Trustee, of the Average Prime Rate Charged by Banks (Percent) as published in the Business
Conditions Digest, or any successor publication, of the Social and Economic Statistics Administration, Bureau of Economic Analysis, of the
U.S. Department of Commerce, or any successor governmental agency), less the aggregate amount of payments made to any such persons by or
on behalf of PPL in lieu of the

payments provided for in Article IV during any such period of discontinuance.. 3.7 Except as provided in Paragraph 3.3 or 3.4, or unless the Trustee has actual knowledge that PPL is Insolvent, the Trustee
shall have no duty to inquire whether PPL is Insolvent. The Trustee may in all events rely on such evidence concerning PPL’s insolvency as
may be a furnished to the Trustee which will give the Trustee a reasonable basis for making a determination concerning PPL’s insolvency.

3.8 Nothing in this Trust Agreement shall in any way diminish any rightsofapersontopursuehis
rights as a general creditor of PPL under the Plans.



Article IV
Payments from Trust Fund While Company Solvent

• 4.1 MI payments from the Trust Fund while PPL is solvent shall be made by the Trustee only to such persons who at
any time prior to the occurrence of a Change in Control were employees of PPL, or any of its subsidiaries, and, in such manner, at such times,
and in such amounts as required by the terms of each respective Plan in effect when such payment is made or, if such payment is made after a
Change in Control occurs, as required by the terms of each respective Plan in effect when any such Change in Control occurs.

4.2 hnmediately preceding the occurrence of a Change in Control, PPL shall deliver to the Trustee: a) a schedule (the
“Payment Schedule”) that indicates the amounts payable in respect of each Participant, that provides a formula or other instructions acceptable
to the Trustee for determining the amounts so payable, the form in which such amount is to be paid (as provided for or available under the
Plans), and the time of commencement for payment of such amounts, and b) copies of all then current Plans and any subsequent amendments
thereto. Except as otherwise provided herein, the Trustee shall make payments to the Participants in accordance with such Payment Schedule.
The Trustee shall make provision for the reporting and withholding of any federal, state or local taxes that may he required to he withheld with
respect to the payment of benefits pursuant to the terms of the Plans and shall pay amounts withheld to the appropriate taxing authorities or
determine that such amounts have been reported, withheld and paid by PPL.

4.3 PPL hereby agrees that the Accounting Party (as defmed in Section 2.4) shall have the exclusive responsibility, and
the Trustee shall not have any responsibility or duty under this Trust Agreement for determining that any change in the Payment Schedule is in
accordance with the terms of the Plan and applicable law, including without limitation, the amount, timing or method of payment and the
identity of each person to whom such payments shall be made. The Trustee shall have no responsibility or duty to determine the tax effect of
any payment or to see to the application of any payment.

4.4 The entitlement of a Participant to benefits under the Plans shall be determined under the Plans, and any claim for
such benefits shall be considered and reviewed under the procedures, if any, set out in the Plans.

4.5 Notwithstanding anything contained in Paragraph 4.1, PPL may make payment of benefits directly to Participants as
they become due under the terms of the Plans. PPL shall noti& the Trustee of its decision to make payment of benefits directly prior to the time
amounts are payable to Participants. In addition, if the principal of the Trust, and any earnings thereon, are not sufficient to make payments of
benefits in accordance with the terms of the Plans, PPL shall make the balance of each such payment as it falls due. The Trustee shall not ifs’
PPL where principal and earnings are not sufficient. The Trustee shall have no responsibility to inquire whether payments have been made
pursuant to the Plans in question.

4.6 In no event shall the Trustee knowingly cause any payment or distribution to be made from the Trust Fund pursuant
to the terms of any Plan for any purpose in an amount which is in excess of the then current balance of the Plan Account (as defmed in Section
2.3) attributable to that Plan.

4.7 After the occurrence of a Change in Control, if a Participant does not receive a payment that the Participant believes
he or she has become entitled to under any Plan, he or she shall notif’ the Trustee of such entitlement. Within thirty (30) days of its receipt of
such notice, the Trustee shall determine whether the terms of the Plan dictate that the Participant is entitled to a payment. If the Trustee
detennines that a payment is required, the Trustee shall make the payment to the Participant as soon as practicable, but in no event shall the
payment be made later than thirty (30) days after the expiration of the initial thirty-day period. The Trustee shall provide PPL with written
confirmation of the fact and amount of such payment after it is made. The Trustee’s decision shall be fmal and binding, and the Participant shall
be notified of the decision in writing within ten (10) days. The notice shall include specific reasons for the decision, including specific
references to the pertinent Plan provisions on which the decision is based, and shall be written in a manner calculated to be understood by the
Participant. The provisions of this Paragraph 4. 7 shall apply only after the occurrence of a Change in Control. The Trustee may rely upon
direction from the Accounting Party in making such determinations.

4.8 The Trustee shall not be liable for any payment made in good faith without actual notice or knowledge of the
changed condition or status of any recipient thereof. If the Trustee has responsibility for benefit payments and if any payment is not

claimed, the Trustee shall retain the payment as part of the Trust Fund.

4.9 Except as provided in this Article N, after the Trust has become irrevocable, PPL shall have no right or power to
direct the Trustee to return to PPL or to divert to others any of the Trust assets before all payments of benefits have been made to Participants
and their beneficiaries pursunnt to the terms of the Plans and all expenses of the Trust have been paid. At any time prior to the Trust becoming
irrevocable, however, PPL shall have the right or power to direct the Trustee to return to PPL any of the assets of the Trust.



Article V
Responsibilitie s o f Trustee. 5.1 Trustee shall act with the care, skill, prudence and diligence under the circumstances then prevailing that a prudent

person acting in like capacity and familiar with such matters would use in the conduct of an enterprise of a like character and with like aims
(the “Prudent Man Standard of Care”), provided however, that Trustee shall incur no liability to any person for any action taken pursuant to a
direction, request or approval given by PPL or the Accounting Party which is contemplated by, and in conformity with, the terms of the Plan or
this Trust and is given in writing by PPL or the Accounting Party. In the event of a dispute between PPL and a party, Trustee may apply to a
court of competent jurisdiction to resolve the dispute. The Trustee shall not be responsible for the title, validity or genuineness of any property
or evidence of title thereto received by it or delivered by it pursuant to this Trust Agreement and shall be held harmless in acting upon any
notice, request, direction, instruction, consent, certification or other instrument believed by it to be genuine and delivered by the proper party or
parties. Under no circumstances shall Trustee be liable for consequential, special, or speculative damages under the Trust Agreement even if
the Trustee is advised as to the possibility thereof. It is understood and agreed that Trustee shall be under no duty to take any action other than
herein specified with respect to any securities or other property at any time deposited hereunder unless specifically agreed to by the Trustee in
writing or as otherwise provided in this Trust Agreement. Subject to the Accounting Party’s power of investment direction under Article X, the
Trustee shall have exclusive authority and discretion to hold, manage, care for and protect the Trust Fund and shall have the following powers
and discretions in addition to those conferred bylaw:

(a) To invest and reinvest the Trust Fund in such equities (of any classification, including common and preferred
stocks), fixed income, cash, cash equivalents or other property (real, personal or mixed) and interests in investment companies and investment
trusts as the Trustee shall deem advisable, excluding any obligations or security, or other property of PPL, whether or not such investments and
reinvestments be authorized by any state law for the investment of Trust Funds generally;

(b) To sell, exchange. convey, transfer or dispose of, and also to grant options with respect to, any property, whether
real or personal, at any time held by it by private contract or by public auction, for cash or upon credit, or partly for cash and partly upon
credit, as the Trustee may deem best, and no person dealing with the Trustee shall be bound to see to the application of the purchase money or
to inquire into the validity, expediency or propriety of any such sale or other disposition;

(c) To acquire, hold and dispose of any real estate, at such time, in such manner and upon such terms as the Trustee
may deem advisable; to retain, manage, operate, repair, improve, partition, mortgage or lease for any term or terms of years any such real
estate, or to exchange all or any part thereof for other real estate, upon such tel-ms and conditions as the Trustee deems proper, using other
Trust assets for any of such purposes if deemed advisable;

(d) To compromise, compound and settle any debt or obligation due to or from it as Trustee and to reduce
the rate of interest thereon, to extend or otherwisemodify, or to foreclose upon default or otherwise enforce or act with respect to any such
obligation;

(e) If directed by the Accounting Party, Trustee shall vote as instructed by Accounting Party, in person or by general or
limited proxy, any stocks or other securities at any time held in the Trust Fund, at any meeting of stockholders or security holders, in respect to
any business which may come before the meeting.

(0 To vote, in person or by general or limited proxy, any stocks or other securities at any time held in the Trust fund,
at any meeting of stockholders or security holders, in respect to any business which may come before the meeting; to exercise any options
appurtenant to any stocks, bonds or other securities for the conversion thereof into other stocks, bonds or securities; to exercise or sell any
conversion or subscription rights appurtenant to any stocks, bonds or other securities at any time held in the Trust Fund, and to make any and
all necessary payments therefor; to join in, and to approve, or to dissent from and to oppose, any corporate act or proceeding, including
any reorganization, recapitalization, consolidation, merger, dissolution, liquidation, sale of assets or other action by or plan in respect of
corporations or properties, the stocks or- securities of which may at any time be held in the Trust Fund; to deposit with any committee or
depository, pursuant to any plan or agreement of protection, reorganization, consolidation, sale, merger, or other readjustment, any property
held in the Trust Fund; and to make payment from the Trust Fund of any charges or assessments imposed by the terms of any such plan
oragreement;

(g) To accept and hold any securities or other property received by it under the provisions of any of the subdivisions of
this Article whether or not the Trustee would be authorized hereunder then to invest therein;

(h) To borrow money on behalf of the Trust upon such terms and conditions as the Trustee shall deem advisable to
carry out the purposes of the Trust and to pledge securities or other property of the Trust Fund in repayment of any such loan;

(i) To enforce any right, obligation or claim in its discretion and in general to protect in any way the interests of the
Trust Fund, either before or after default, and in case the Trustee shall, in its discretion, consider such action for the best interest of the Trust
Fund, to abstain from the enforcement of any rieht, obligation or claim and to abandon any property, whether real or personal, which at any. time may be held by the Trustee;

(j) To make, execute, acknowledge and deliver any and all deeds, leases, assiments, transfers, conveyances and any
and all other instruments necessary or appropriate to carry out any powers herein granted;

(k) To cause any investments from time to time held by it hereunder to be registered in, or transfen-ed into, its name as



Trustee or the name of its nominee or nominees, and with or without designation of fiduciary capacity, or to retain any
investments unregistered or in form permitting transfer by delivery, but the books and records of the Trustee shall at all times show that all such
investments are part of the Trust Fund;

(I) To hold any part or all of the Trust fund uninvested;

(m) The Trustee may not invest in securities (including stock and the rights to acquire stock) or obligations issued by
PPL or an Employer as that term is defmed in the Plan, except by reason of the inclusion of such securities in a broadly inclusive index, mutual
fund, or collective investment medium.

Notwithstanding anything else in this Agreement to the contrary, including, without limitation, any specific or general power
granted to the Trustee, including the power to invest in real property, no portion of the Trust Fund shall be invested in real estate. For this
purpose, “real estate” includes, but is not limited to, any direct or indirect interest in real property, leaseholds or mineral interests.

5.2 If Trustee undertakes or defends any litigation arising in connection with this Trust, Trustee shall act only under the
Prudent Man Standard of Care, and PPL agrees to indemnify Trustee against Trustee’s costs, expenses and liabilities (including, without
limitation, attorney’s fees and expenses) relating thereto and to be primarily liable for such payments if the following conditions are met: (a)
Trustee shall notify the Accounting Party as soon as practicable after it has received actual notice of litigation, or when Trustee has reached a
decision to undertake litigation but prior to filing a complaint or other written notice to any party or agency, and (b) Trustee shall at all times
afford the Accounting Party the reasonable opportunity to approve (which approval shall not be unreasonably withheld) the hiring or discharge
of legal counsel and the settlement or other conclusion of any such litigation. If PPL does not pay such costs, expenses and liabilities in a
reasonably timely manner, Trustee may obtain payment from the Trust. In no event shall Trustee have any liability or responsibility to
undertake or defend any litigation unless the Trustee is reasonably assured of receiving payment of related fees and expenses. Trustee shall
have, without exclusion, all powers conferred on trustees by applicable law, unless expressly provided otherwise herein; provided, however
that if an insurance policy is held as an asset of the Trust, the Trustee shall have no power to name a beneficiary of the policy other than the
Trust, to assign the policy (as distinct from conversion of the policy to a different form) other than to a successor Trustee, or to loan to any
person the proceeds of any borrowing against such policy. Subject to the foregoing, the Trustee shall have the exclusive authority:

(a) to retain an actuary to calculate the amount of any benefit payments due pursuant to Paragraph 1.4 of Article I; and

(b) to do all acts which the Trustee may deem necessary or proper and to exercise any and all of the powers of the Trustee
under this Trust Agreement upon such terms and conditions as to the Trustee may seem in the best interests of the Trust fund.

5.3 Trustee, at the expense of the Trust or PPL, may consult with legal counsel (who prior to the occurrence of a.Change in Control may also be counsel for PPL generally) with respect to any of its duties or obligations hereunder. The Trustee may consult
with counsel, and the Trustee shall not be deemed imprudent by reason of its taking or refraining from taking any action, prior to the
occurrence of a Change in Control, in accordance with the opinion of counsel for PPL. PPL agrees to indemnify and hold the Trustee harmless
from and against any loss, costs and expenses including without limitation reasonable attorneys’ fees and other costs and expenses incident to
any suit, action, investigation, claim or proceeding that the Trustee may incur hi the administration of the Trust fund, and this provision shall
survive termination of this Trust Agreement and the Trust, provided the following conditions are met: (a) Trustee shall act at all times under the
Prudent Man Standard of Care, (b) Trustee shall notify the Accounting Party as soon as practicable after it has received actual notice of the suit,
action, investigation, claim or proceeding, and (c) Trustee shall at all times afford the Accounting Party the reasonable opportunity to approve
(which approval shall not be unreasonably withheld) the hiring or discharge of legal counsel and the settlement or other conclusion of any such
matter . The Trustee shall not be required to give any bond or any other security for the faithful performance of its duties under this Trust
Agreement, except such as may be required by any law which prohibits the waiver thereof.

5.4 Trustee, at the reasonable and prudent expense of the Trust or PPL, may hire agents, accountant, actuaries,
investment advisors, fmancial consultants or other professionals to assist it in performing any of its duties or obligations hereunder. The Trustee
shall be entitled, as it may deem appropriate from time to time, to require of PPL such certifications and proofs of facts or other information
and/or cooperation as shall permit the Trustee to perform its duties or to exercise the powers granted the Trustee under this Trust Agreement
and shall be entitled to rely thereon.

5.5 The Trustee shall not be responsible in any manner whatsoever for the correctness of the recitals of fact herein
(other than recitals of fact relating solely to the Trustee and its power and authority to enter into and perform this Trust Agreement) all of which
have been made by PPL solely; and the Trustee shall not be responsible or accountable in any manner
whatsoever for or with respect to the validity or sufficiency of this Trust Agreement and makes no representation with respect thereto, The
Trustee shall not be responsible for the sufficiency of the Trust to pay the benefits contemplated by the Plans or for the use or application by
PPL of any monies held in the Trust when disbursed in conformity with this Trust Agreement.

5.6 During the term of this Trust, all of the income received by the Trust , net of expenses and taxes, shall be
accumulated and reinvested.

5.7 Notwithstanding any powers granted to Trustee pursuant to this Trust Agreement or to applicable law, Trustee shall. not have any power that could give this Trust the objective of carrying on a business and dividing the gains therefrom, within the meaning of
section 301.7701-2 of the Procedure and Administrative Regulations promulgated pursuant to the Internal Revenue Code.

5.8 If Trustee has at all times acted under the Prudent Man Standard of Care, Trustee shall not be liable for any expense,
loss, claim or damage (including counsel fees) suffered by the Plan or Participant arising out of or caused by any delay in, or failure of,
performance by Trustee, in whole or in part, arising out of, or caused by, unforseeable circumstances beyond Trustee’s control. including



without limitation: acts of God, interruption, delay in, or loss (partial or complete) of electrical power or external computer
(hardware or software) or communication services (including access to book entry securities systems maintained by federal Reserve Bank of
New York and/or any clearing corporation): act of civil or military authority; sabotage; natural emergency; epidemic; war or other government
actions; civil disturbance; flood, earthquake, fire, other catastrophe; strike or other labor disturbance by employees of nonaffiliates;‘government, judicial, or self regulatory organization order, nile or regulation; riot; energy or natural resource difficulty or shortage; and
inability to obtain materials, equipment, or transportation, provided, in all cases, Trustee has acted under the Prudent Man Standard of Care to
mitigate, control, and prevent losses and expenses due to such circumstances.

5.9 The Trustee is not a party to, and has no duties or responsibilities under, the Plan other than those that may be
expressly contained in this Trust Agreement. In any case in which a provision of this Trust Agreement conflicts with any provision in the Plan,
this Trust Agreement shall control. The Trustee shall have no duties, responsibilities or liability with respect to the acts or omissions of any
prior or successor trustee.

5.10 Trustee shall have no responsibility with respect to: (i) the selection or monitoring of any insurance policies or
insurance contracts held in the Trust or the insurers issuing such policies or contracts; or (ii) the payment of any premiums with respect to such
policies or contracts.

5.11 The duties of the Trustee shall be limited to the assets held in the Trust, and the Trustee shall have no duties with
respect to assets held by any other person including, without limitation, any other trustee for the Plan. PPL hereby agrees that the Trustee shall
not serve as, and shall not be deemed to be, a co-trustee under any circumstances. The Accounting Party may request the Trustee to perform a
recordkeeping service with respect to property held by others and not otherwise subject to the terms of this Trust Agreement.
To the extent the Trustee shall agree to perform this service, its sole responsibility shall be to accurately reflect information on its books
which it has received from an authorized party.



Article VI
Fees, Expenses and Taxes

6.1 PPL shall pay the reasonable expenses incurred by the Trustee in or as a result of the performance of its duties
hereunder, including reasonable fees and expenses for services rendered to the Trustee, and such compensation to the Trustee as may be
agreed upon in writing from time to time between PPL and the Trustee. After the occurrence of a Change in Control, the compensation of the
Trustee shall be determined by the application of the current rates then charged by the Trustee for the provision of the types of investment and
trustee services contemplated in this Trust Agreement to trusts of a similar character and size.

6.2 PPL shall pay the reasonable expenses incurred by the Accounting Party, if other than PPL, in or as a result of the
performance by its members of theft duties hereunder. Such expenses shall include but not be limited to the cost of travel as well as the cost of
any communications with the Trustee or Plan Participants. PPL shall also pay to the Accounting Party. if other than PPL, such compensation
as may be provided for by resolution of the Board of Directors of PPL prior to the occurrence of a Change in Control.

6.3 If PPL fails to pay any such expenses and compensation as provided for in Paragraphs 6.1 and 6.2, the Trustee
shall pay them from the Trust Fund.

6.4 Any taxes, including real and personal property taxes, income taxes, transfer taxes and other taxes of any kind
whatsoever that may under any existing or friture laws be assessed against or levied upon or in respect of the Trust
Fund or its assets or any interest therein shall be paid by PPL. The word “taxes” in thisArticle VI shall be deemed to include any interest or
penalties that may be levied or imposed in respect to any taxes.

6.5 To the extent the Accounting Party has provided necessary information to the Trustee, the Trustee shall be
responsible for any necessary withholding and reporting of federal taxes related to the payment of benefits pursuant to the terms of the Plan
and shall pay amounts withheld to the appropriate taxing authorities. In addition, to the extent the Accounting Party has provided necessary
information to the Trustee, the Trustee shall use reasonable efforts to assist such Accounting Party with respect to any “Tax Obligations.”
The term “Tax Obligations” means the responsibility for payment of taxes, withholding, certification and reporting requirements, claims for
exemptions or refund, interest, penalties and other related expenses of the Trust, including but not limited to the requirements set forth in
Section 2(a) of this Trust Agreement. Notwithstanding the foregoing, the Trustee shall have no responsibility or liability for any Tax
Obligations now or hereafter imposed on PPL or the Trust by any taxing authorities, domestic or foreign, except as provided by applicable
law. To the extent the Trustee is responsible under any applicable law for any Tax Obligation, the Accounting Party shall inforu the Trustee
of all Tax Obligations, shall direct the Trustee with respect to the performance of such Tax Obligations. All such Tax Obligations shall
be paid from the Trust unless paid by PPL.



Article Vu
Accounts o f the Trustee. 7.1 The Trustee shall keep accurate and detailed accounts of all investments, receipts and disbursements and other

transactions hereunder, and all accounts, books and records relating thereto shall be open at all reasonable times to inspection and audit by any
person or persons designated by the Accounting Party. The cost of any audit if requested by the Accounting Party shall be paid by PPL.

7.2 Within ninety (90) days following the close of each calendar year, the Trustee shall file with the Accounting Party
and PPL, if different, a written account setting forth all investments, receipts, disbursements, and other transactions of the Trust Fund effected
by it during such fiscal year including a description of all securities and investments purchased and sold, with the cost or net proceeds of such
purchases or sales, and showing all cash, securities and other property held, including values at the end of such calendar year.

7.3 Upon the expiration of one hundred eighty days following the filing as above provided of such account, such
account shall be considered as final and binding upon the Accounting Party, PPL, its subsidiaries, directors, former directors, Participants,
employees, former employees, retired employees, their beneficiaries, and the Trustee, as if settled by a court of competent jurisdiction, and the
Trustee shall be forever released and discharged from any liability or accountability to anyone in connection with or arising or resulting from
any of the acts or transactions sho therein, except with respect to such acts or transactions as to which the Accounting Party shall within
such one hundred eighty day period file with the Trustee written objections or which involve manifest error, gross negligence, willful
misconduct or fraud.

7.4 Accounts of the Trustee need only be settled with the Accounting Party. Subject to any express provision of
applicable law as may be in effect from time to time to the contrary, no other person or party shall be entitled to any accounting by the
Trustee.

7.5 Nothing contained in this Trust Agreement shall, however, preclude the Trustee from having any of its accounts
settled by a court of competent jurisdiction. In any action or proceeding for settlement of the accounts of the Trustee or concerning
administration of the Trust Fund, the Accounting Party and the Trustee shall be the only necessary parties thereto. To the extent provided by
law, service of any notice or process upon the Accounting Party shall be deemed for all purposes service on PPL, its subsidiaries, directors,
former directors. Participants. employees, former employees, and retired employees of PPL, and their beneficiaries and any fmal judgment in
any such action or proceeding shall be binding and conclusive on the Accounting Party, PPL, employees, former employees, directors, former
directors and retired employees of PPL and their beneficiaries and the Trustee.



Article VIII
Resignation or Removal of the Trustee. 8.1 The Trustee may be removed by the Accounting Party to the extent provided in Article X at any time upon sixty

days notice in writing. The Trustee shall have the right to resign at any time by giving sixty days notice in writing to the Accounting Party,
provided that such resiunation shall not become effective until a successor trustee has accepted its appointment. Upon such removal or notice
of resignation of the Trustee, the Accounting Party shall appoint and designate a successor Trustee, which shall be a corporate trustee qualified
to conduct trust business in Pennsylvania, which is independent of and not subject to control by PPL. Such successor trustee shall qualify as
such by delivering a written acceptance of the trust to the Accounting Party and the retiring Trustee, and thereupon all the provisions hereof
shall relate and be applicable to such successor Trustee. Until the effective date of the assumption by the successor Trustee of its duties under
this Trust Agreement, the retiring Trustee shall continue to function and be bound hereunder as trustee hereof. Upon receipt of such written
acceptance the retiring Trustee shall forthwith file with the Accounting Party a written account of its acts in the same form as its annual
account above provided for in Article VII from the date of its last annual account to the date of the acceptance of the Trust by the successor
trustee and settlement of such account shall be accomplished as in Article VII. Upon the filing of such account, the retiring Trustee shall
transfer and deliver the Trust Fund to the successor Trustee but shall be entitled to reserve therefrom and hold such assets as it may reasonably
deem necessary to provide for any and all expenses and payments properly chargeable against the Trust Fund or for which the Trust Fund may
be liable or to which the retiring Trustee may be entitled by way of fees and expenses in the settlement of its account. If the assets so withheld
are insufficient or excessive for such purposes, the retiring Trustee shall be entitled to reimbursement for any deficiency out of the Trust Fund
from the successor Trustee, or shall deliver the excess to the successor Trustee, as the case may be. To the extent permitted by law, upon the
transfer of the Trust Fund as above provided and the settlement of its account, the retiring Trustee’s previous annual accounts having been
settled as provided in Article VII, the retiring Trustee shall thereupon be discharged from any further duty, obligation or responsibility with
respect to the operation of the Trust Fund or any matter connected therewith prior to the delivery of said ritten acceptance except matters
which relate to manifest error, gross negligence, willful misconduct or fraud.

8.2 If Trustee resigns or is removed, a successor shall be appointed, in accordance with Section 8.1 hereof by the
effective date of resignation or removal under Section 8.1. If no such appointment has been made, Trustee may apply to a court of competent
jurisdiction for appointment of a successor or for instructions. All expenses of Trustee in connection with the proceeding shall be allowed as
administrative expenses of the Trust.



Article IX
Action of PPL or Accountin Party

9.1 Any action of PPL pursuant to any of the provisions of this Trust Agreement shall be evidenced by a written
notice or direction to such effect over the signature of: 1) any officer or ii) other representative of PPL who shall have been certified to the
Trustee by the President, Treasurer or Secretary of PPL as having such authority. The Trustee shall be fuliy protected in acting in accordance
with such notices or directions. All communications from PPL to the Trustee shall be in writing, signed by the person designated as having
such authority as PPL shall certi1’ to the Trustee, and the Trustee shall act and be fully protected in acting in accordance with such
communications.

9.2 Any action of the Accounting Party pursuant to provisions of this Trust Agreement shall be evidenced by a
written notice or direction to such effect over the signature of any one or more members of the Accounting Party. Prior to the occurrence of a
Change in Control, the President, Treasurer or Secretary of PPL shall advise the Trustee of the name or names of the person or persons who
will serve as members of the Accounting Party after the occurrence of such Change in Control. After such Change in Control, current
members of the Accounting Party shall advise the Trustee of the name or names of any new person or persons serving as members of the
Accounting Party.

9.3 All communications from the Accounting Party to the Trustee shalibe in writing, signed by the person designated
as having such authority as PPL or member of the Accounting Party shall certif’ to the Trustee, and the Trustee shall be fully protected in
acting in accordance with such communications.

9.4 PPL shall furnish the Trustee with a written list of the names, signatures and extent of authority of all persons
constituting the Accounting Party as defmed in Section 2.4. The Trustee shall be entitled to rely on and shall be fully protected in acting upon
direction from such person until notified in writing by PPL, as appropriate, of a change in the make up of the Accounting Party.



Article X
Reservation o f Powers

10.1 The Accounting Party expressly reserves the powers to:

(a) remove the Trustee;

(b) direct the investment and reinvestment of the principal and income of the Trust Fund; it shall be the duty of the
Trustee to act strictly in accordance with such investment directions, and any changes therein, as so communicated to the Trustee from
time to time in writing. To the maximum extent permitted by law, Trustee shall have no duty or responsibility (i) to advise with respect to,
or inquire as to the propriety of, any such investment direction or (ii) for any investment decisions made with respect to the Trust by PPL
or the Accounting Party. In the absence of investment direction by the Accounting Party, the Trustee shall invest Trust assets in any
manner permitted under Section 5.1; and

(c) following the occurrence of a Potential Change in Control as defmed in Paragraph 10.3, modify, alter or amend
this Trust Agreement, provided that no such modification, alteration or amendment may directly or indirectly (i) affect any Participant’s
entitlement to receive benefit payments under any Plan or under this Trust Agreement or the amount, form or timing of such benefit
payments, (ii) alter the relative funding levels of the Plan Accounts, (iii) alter the method of allocation of Trust Fund earnings and losses
among the Plan Accounts, (iv) eliminate the requirement under this Trust Agreement of
separate accounting for the interests of each Plan in the Trust Fund, (v) impair or otherwise affect any claims which general creditors of
PPL may have with respect to the Trust Fund in the event of PPL becomes Insolvent, (vi) change the rights, duties, powers, liabilities or
immunities of the Trustee hereunder without the Trustee’s written consent, except as provided upon the Trustee’s removal in Article VIII,
(vii) eliminate the restrictions set forth in this subparagraph 10.1(c), or (viii) confer upon the Trustee or any other person, directly or
indirectly, the power or authority to effect any result prohibited under clauses (i)-(vii) of this subparagraph 10.1(c). No provision of this
Trust Agreement may be amended by PPL in any manner adverse to Participants following a Potential Change in Control.

10.2 Subject to the provisions of Paragraphs 10.1 and 10.3 of this Article X, PPL expressly reserves the powers to:

(a) modify, alter, amend, terminate or revoke this Trust Agreement and the trust hereby created to any extent and in
any respect deemed advisable by PPL, through an action of PPL that is in writing duly executed and acknowledged and delivered to the
Trustee; provided however, that the rigi-its, duties, powers, liabilities or immunities of the Trustee hereunder shall not be changed without
its written consent, except as provided upon the Trustee’s removal in Article VIII;

(b) withdraw from the Trust Fund any property forming a part of the Trust Fund, any such withdrawal shall be
considered a revocation of this Trust solely with respect to such property;

(c) reallocate amounts among Plan Accounts in the Trust Fund;

(d) require the Trustee to fumish such information as may he reasonably requested in regard to the operations of the
Trust Fund and the investment thereof;

(e add to or delete from Appendix A one or more nonqualified deferred compensation plans or agreements for PPL’s
or its subsidiaries employees;

(1) add to or delete from Appendix A one or more individual employment agreements with employees of PPL or any
of its subsidiaries; and

(g) contribute to the Trust Fund property other than cash or marketable securities to the extent not expressly
prohibited by the Plans or within the terms of this Trust, if acceptable to Trustee.

10.3 The right of PPL to exercise the powers reserved to it under Paragraph 10.2 of this Article shall expire upon the
occurrence of a Change in Control or Potential Change in Control. For purposes of this Trust Agreement, a Change in Control shall be
deemed to have occurred

(a) if one of the following events occurs:

(I) the following individuals cease for any reason to constitute a majority of the nmnber of directors then
serving: individuals who, on the date hereof, constitute the Board and any new director (other than a director whose initial
assumption of office is in connection with an actual or threatened election contest, including but not limited to a consent
solicitation, relating to the election of directors of the Company) whose appointment or election by the Board or nomination
for election by the Company’s shareovmers was approved or recommended by a vote of at least two-thirds (2/3) of the
directors then still in office who either were directors on the date hereof or whose appointment, election or nomination for
election was previously so approved or recommended;

(II) any Person becomes the Beneficial Owner, directly or indirectly, of securities of the Company
representing 20% or more of the combined voting power of the Company’s then outstanding securities entitled to vote
generally in the election of directors;



(Ill) there is consummated a merger or consolidation of the Company or any direct or indirect subsidiary of
the Company with any other corporation or other entity, other than (I) a merger or consolidation which would result in the
voting securities of the Company outstanding immediately prior to such merger or consolidation continuing to represent
(either by remaining outstanding or by being converted into voting securities of the surviving entity or any parent thereof), in
combination with the ownership of any trustee or other fiduciary holding securities under an employee benefit plan of the
Company or any subsidiary of the Company, at least 60% of the combined voting power of the securities of the Company or
at least 60% of the combined voting power of the securities of such surviving entity or any parent thereofoutstanding
immediately afler such merger or consolidation; or (II) a merger or consolidation effected to implement a recapitalization of
the Company (or similar transaction) in which no Person is or becomes the Beneficial Owner, directly or indirectly, of
securities of the Company (excluding in the securities Beneficially Owned by such Person any securities acquired directly
from the Company or its Affiliates) representing 20% or more of the combined voting power of the Company’s then
outstanding securities;

(IV) the shareowners of the Company approve a plan of complete liquidation or dissolution of the
Company; or

(V) the Board adopts a resolution to the effect that a “Change in Control” has occurred or is anticipated to
occur.

(b) For purposes of this Trust Agreement, a “Potential Change in Control” shall be deemed to have occurred
if the event set forth in any one of the following paragraphs shall have occurred:

(1) PPL enters into an agreement, the consummation of which would result in the occurrence of a
Change in Control;

(II) any Person publicly announces an intention to take or to consider taking actions which if
consummated would constitute a Change in Control;

(Ill) any Person is or becomes the Beneficial Owner, directly or indirectly, of securities of PPL
representing 5% or more of the combined voting power of PPLs then outstanding securities entitled to vote
generally in the election of directors; or

(IV) the Board adopts a resolution to the effect that, for purposes of this Agreement, a Potential
Change in Control has occurred.

For purposes of this Paragraph 10.3:

“Beneficial Owner” shall have the meaning set forth in Rule 13d-3 under the Exchange Act; and “Person” shall have the
meaning given in Section 3(a)(9) of the Exchange Act, as modified and used in Sections 13(d) and 14(d) thereof, except
that such term shall not include (i) PPL or any of its subsidiaries, (ii) a trustee or other fiduciary holding securities under an
employee benefit plan of PPL or any of its Affiliates (as defined in Rule 12b-2 promulgated under Section 12 of the
Exchange Act), (iii) an underwriter temporarily holding securities pursuant to an offering of such securities, or (iv) a
corporation owned, directly or indirectly, by the stockholders of PPL in substantially the same proportions as their
ownership of stock of PPL.

10.4 The Board of Directors or the Chief Executive Officer or any Plan Participant may notify the Trustee in writing
as promptly as practicable following the occurrence of a Change in Control or Potential Change in Control, and the Trustee shall not be
charged with knowledge of such Change in Control or Potential Change in Control in the absence of written notification.

10.5 The Trustee is not a party to any Plan except insofar as the Trustee has assumed duties under a Plan as
specifically provided in this Trust Agreement. PPL retains the right to amend any provision of any Plan to the extent provided for in such Plan,
including provisions relating to the Trustee; provided, however, that the allocation of responsibilities to the Trustee shall not be amended,
altered or modified without the prior written consent of the Trustee, and no amendment to any Plan shall allocate responsibilities between the
Trustee and PPL in a manner

inconsistent with the terms of this Trust Agreement.



Article XI
Surplus Plan Accounts and Termination of Trust. 11.1 If this Trust Agreement is terminated under Article X with respect to any Plan at a time when there is a Plan

Account attributable to such Plan or if the Trustee determines that certain amounts attributable to a Plan Account will not be required to make
benefit payments under the Plan for which such Plan Account is maintained, the value of the Plan Account or portion thereof attributable to
such Plan shall be allocated in the Trustees discretion among the remaining Plan Accounts in a way that the Trustee believes best maximizes
benefit payments under Article IV.

11.2 Unless the Trust is revoked under Article X, the Trust shall not terminate until the date on which no person is or
will ever be entitled to benefit payments under the Plans. Any assets remaining in the Trust shall be returned to PPL
upon revocation or termination of the Trust.



Article MI
Merger or Consolidation of Trustee. 12.1 Any corporation into which the Trustee may be merged or with which it may be consolidated, or any corporation

resulting from any merger, reorganization or consolidation to which the Trustee may be a party, or any corporation to which all or
substantially all of the trust business of the Trustee may be transferred shall be the successor of the Trustee hereunder without the execution or
filing of any instrument or the performance of any further act; provided that in case of any such transfer of trust business the transferee
corporation shall file with PPL written acceptance of the Trust hereby created.



Article XIII
Miscellaneous

• 13.1 This Trust Agreement, as amended from time to time, shall be administered, construed and enforced according to
the laws of the Commonwealth of Pennsylvania and in courts situated in that Commonwealth. The situs of the Trust shall be Lehigh County,
Pennsylvania.

13.2 This Trust Agreement may be executed in any number of counterparts, each of which shall be deemed an
original, and said counterparts shall constitute but one and the same instrument.

13.3 Nothing in this Trust Agreement shall require PPL to retain any employee in its service or the service of any of
its subsidiaries.

13.4 The Trustee by joining in the execution of this Trust Agreement hereby signifies its acceptance of the Trust
hereby created.

13.5 Notwithstanding anything in this Trust Agreement to the contrary, this Trust shall terminate no later than twenty-
one years after the death of the last survivor in being upon the cessation of PPL’s powers under Article X of the class consisting of the persons
entitled to receive benefits under the Plans.

13.6 No attempt by any person entitled to benefits under the Plan to assign, alienate, anticipate, sell, transfer, pledge,
encumber or place a charge upon any benefit or any installment thereof shall be recognized by the Trustee, nor shall the Trustee recognize any
such attempt to attach or garnish or otherwise subject the Trust fund or any benefit or any installment thereof to legal process, except as the
Trustee may be required to do by law.

13.7 Any provision of this Trust Agreement prohibited by law shall be ineffective to the extent of any such
prohibition, without invalidating the remaining provisions hereof.

13.7 This Trust Agreement shall be binding upon any successors or assigns of PPL and any transferee(s) of all or
substantially all of PPL’s assets.

13.8 Any notice to the Trustee shall be sent to the following:

First Union National Bank
Attn: Robert Hord
1525 West W. T. Harris Boulevard
Charlotte, North Carolina 28288

Any notice to PPL shall be sent to the

PPL Corporation
Attn: Thobum Hatten
Two North Ninth Street
Allentown, Pennsylvania 18101

Either party hereto may designate a new representative for the purpose of receiving notices by notifying the other party in
iting of the name and address of such new representative. An Accounting Party other than PPL shall notifi both PPL and Trustee of the
name and address of its designated representative authorized from time to time to receive notices.



Is! James F. Abel

James E Abel
Vice President-Finance & Treasurer

April 10, 2001

TTEST:
Is! Diane M. Koch

TN WITNESS WI{EREOF, this Trust Agreement has been duly executed by the authorized officers of the parties hereto.

PPL CORPORATION

Assistant Secretary

ATTEST:
Is! Samantha Miller

By:

Name:
Title:
Date:

FIRST UNION NATIONAL BANK AS TRUSTEE

By: Is! Robert F. Hord Jr.

Name: Robert E. Hord Jr.

Title: Vice President

Date: April 26, 2001



APPENDIX A

• Designated
Hereunder

Name of Plan Effective

PPL Officers Deferred Compensation Plan April 1, 2001

PPL Supplemental Executive Retirement Plan April 1, 2001

PPL Supplemental Compensation Pension Plan April 1, 2001



Exhibit 1 0(fl)-2

PPL Corporation
2012 Stock Incentive Plan

Performance Unit Agreement

PERFORMANCE UNIT AGREEMENT (the “ Agreement “) dated as of the Date of Grant set forth in the Notice of Grant (as
defmed below), by and between PPL Corporation, a Pennsylvania corporation (the” Company “), and the participant whose name appears on the
Notice of Grant (the “ Participant “).

1. Grant of Stock Based Award. Subject to the terms and conditions of this Agreement (including vesting conditions):

(a) The Company hereby evidences and confirms its grant to the Participant, effective as of the Date of Grant, of the
number of stock based units contingent upon Company fmancial performance (the” Performance Units “) specified in the Notice of Grant
attached hereto as Exhibit A and made a part hereof (“ Notice of Grant “).

(b) (i) If on any date while the Performance Units are outstanding hereunder the Company shall pay any cash dividend on
its shares of Connnon Stock, the Participant shall be granted, as of the applicable dividend payment date, a “Cash Dividend Equivalent Award”
which shall represent a future contingent right to a number of shares of Common Stock (rounded down to the nearest whole share) with a current
Fair Market Value equal to the product of ( x) the number of Total Performance Units” (as defmed below) held by the Participant hereunder as
of the related dividend record date, multiplied by () the amount of such cash dividend per share of Common Stock. Any Cash Dividend
Equivalent Award shall be subject to the same payment terms and conditions as the corresponding Performance Units to which they relate.

(ii) If on any date while the Performance Units are outstanding hereunder the Company shall pay any dividend on its
shares of Common Stock in the form of shares of Common Stock, the Participant shall be granted, as of the applicable dividend payment date, the
contingent right to a future number of shares of Common Stock, equal to the product of ( x) the number of Total Performance Units held by the
Participant hereunder as of the related dividend record date, multiplied by ( y-.) the number of shares of Common Stock (including any fraction
thereof) payable as a dividend on one share of Common Stock, rounded down to the nearest whole Unit.

(iii) At any point in time, the total number of shares of Common Stock of all Performance Units, Cash Dividend
Equivalent Awards, and rights to the stock dividends, if any, referred to in Section l(b)(ii) above, shall be defmed as “Total Performance Units.”

(c) This Agreement and the Total Performance Units granted hereunder are subject to all of the terms and conditions of( “e PPL Corporation 2012 Stock Incentive Plan (the “Plan”), which are incorporated by reference herein. If there is any inconsistency between
,Ae terms hereof and the terms of the Plan, the terms of the Plan shall govern. Any capitalized terms used herein without defmition shall have the
meanings set forth in the Plan.

2. Vesting of Total Performance Units.

(a) Vesting.

(i) Except as otherwise provided in Section 2(b) or Section 2(c), or Section 2(d), subject to the achievement of the
performance goals (the” Goals “) established by the Committee for the ‘Performance Period” (as set forth in the Notice of Grant), and to the
continued Employment of the Participant through the conclusion of the Performance Period, the Total Performance Units will become vested
based on the extent to which the Goals are satisfied at the conclusion of the Performance Period, as and to the extent set forth in the Notice of
Grant (the percentage of the Total Performance Units which so vest being referred to as the” Vestinc Percentane “).

(ii) Promptly after the conclusion of the Performance Period, the Committee will determine whether the Goals have been
satisfied, and will certify in writing as to whether such Goals were in fact satisfied. Based on the Committee’s determination and certification,
(A) the Total Performance Units will vest as and to the extent set forth in the Notice of Grant, and (B) the portion of the Total Performance Units,
if any, that do not vest in accordance with the foregoing shall be immediately forfeited and cancelled by the Company without any consideration.

(b) Termination of Employment.

(i) General. Except as provided in Section 2(b)(ii) below, in the event of the Participant’s termination of Employment
for any reason prior to the conclusion of the Perfonnance Period, the Participant’s Total Performance Units shall be immediately forfeited and
cancelled by the Company without consideration.

(ii) Death, Disability, Retirement

(A) In the event of the Participant’s termination of Employment with the Company and its Affiliates due to
death. Disability or Retirement prior to the conclusion of the Performance Period, the Total Performance Units shall remain outstanding and
-Jigible for vesting through the conclusion of the Perfonnance Period (or, if applicable, an earlier Change in Control (as defmed below)) as

scHbed in Section 2(a) above; provided, that, in such event, only a pro rata portion (as described below in this Section 2(b)(ii)(B)) of the Total
erfomiance Units shall be eligible to become vested, and, to the extent so vested, shall be settled and paid as provided in Section 3; and

(B) Subject to Section 2(c) below (in the event of a Change hi Control following termination of Employment due
to death, Disability or Retirement and prior to the conclusion of the Performance Period), the pro rata portion described in clause (A) above shall



be determined by multiplying the number of Total Performance Units that would have vested had the Participant’s
Employment continued through the conclusion of the Performance Period, based on actual achievement of the Goals, by a fraction, the numerator
of which is the number of pay periods elapsed from the commencement of the Performance Period through the date of the Participant’s
termination of Employment, and the denominator of which is the number of pay periods in the Performance Period; and

(C) Upon the determination of the number of Total Performance Units pursuant to Section 2(b)(ii) that shall vest,
-411 remaining unvested Total Performance Units shall be hmnediately forfeited and cancelled by the Company without consideration.

for purposes of this Agreement, “Retirement” shall mean the Participant’s termination of Employment at a time when the Participant is eligible to
commence monthly retirement benefits under the Company’s Retirement Plan, or, if the Participant is not a participant in the Company’s
Retirement Plan, under any other defmed benefit pension plan (whether or not tax qualified) maintained by the Company Group, or, if the
Participant is not covered by any defmed benefit pension plan, then Retirement shall mean the Participant’s termination of Employment at or after
age 55.

(c) Change in Control . Notwithstanding the foregoing, in the event of a Change in Control prior to the conclusion of the
Performance Period while a Participant remains employed with the Company and its Affiliates (or following termination of Employment due to
death, Disability or Retirement), (x) the Performance Period shall be deemed to conclude immediately prior to the Change in Control, and (yj a
pro rata portion of all then unvested Total Performance Units will become immediately vested as though there had been achievement of Goals
satisfying the Target Award (as defmed in Exhibit A), such pro rata portion determined by multiplying the number of Total Performance Units, in
each case represented by the Target Award, by a fraction, the numerator of which is the number of pay periods elapsed from the commencement
of the Performance Period through the date immediately prior to the Change in Control (or, if earlier, the date of the Participant’s termination of
Employment due to death, Disability or Retirement, consistent with Section 2(b)(ii) above), and the denominator of which is the number of pay
periods in the original Performance Period (i.e., if the Performance Period had not terminated upon a Change in Control). All remaining Total
Performance Units that do not so vest in accordance with the foregoing provisions of this Section 2(c) shall be immediately forfeited and cancelled
by the Company without consideration.

(d) No shares of Common Stock will be issued or issuable (or other consideration be payable) with respect to any portion
of the Total Performance Units that do not vest in accordance with the foregoing provisions of Section 2. All Performance Units and shares of
Common Stock issued in connection with Performance Units are subject to forfeiture in accordance with the PPL Corporation Policy Regarding
Recoupment of Executive Compensation.

3. Payment Date. Subject to Section 7(c), on the Payment Date (as defined below), the Company shall issue to the
Participant one share of Common Stock in settlement of the Total Performance Units, if any, that vest as provided in Section 2. The “Payment
Date” upon which this Award shall be settled and paid shall occur as soon as practicable following the conclusion of the Performance Period and
“ye date that the Committee (or CLC) determines and certifies that the Goals with respect to the Performance Period have been satisfied (hut in no
‘ent later than 21,4 months after the conclusion of the Performance Period); provided, however, in the case of settlement as a result of a Change in
Control pursuant to Section 2(c), the Payment Date shall occur as of immediately prior to the Change in Control and provided, further, no payment
shall be made to the Participant following the Participant’s termination of Employment for any reason other than death or a Change in Control
until six months afler the date of termination of Employment.

No fractional shares of Common Stock shall be issued. Fractional shares shall be settled through a cash payment based on the
Fair Market Value of the Common Stock on the Payment Date.

4. Securities Law Compliance . Notwithstanding any other provision of this Agreement, the Participant may not sell the
shares of Common Stock acquired upon settlement of the Total Performance Units unless such shares are registered under the Securities Act of
1933, as amended (the” Securities Act “), or, if such shares are not then so registered, such sale would be exempt from the registration
requirements of the Securities Act. The sale of such shares must also comply with other applicable laws and regulations governing the shares, and
Participant may not sell the shares of Common Stock, if the Company determines that such sale would not be in material compliance with such
latvs and regulations.

5. Participant’s Rights with Respect to the Total Performance Units.

(a Restrictions on Transferability . The Total Performance Units granted hereby are not assignable or transferable, in whole or
in part, and may not, directly or indirectly, be offered, transferred, sold, pledged, assigned, alienated, hypothecated or otherwise disposed of or
encumbered (including, without limitation, by gift, operation of law or otherwise) other than by will or by the laws of descent and distribution to
the estate of the Participant upon the Participant’s death; provided that the deceased Participant’s beneficiary or representative of the Participant’s
estate shall acknowledge and agree in writing, in a form reasonably acceptable to the Company, to be bound by the provisions of this Agreement
and the Plan, as if such beneficiary or the estate were the Participant.

(b) No Richts as Stockholder. The Participant shall not have any rights as a stockholder including any voting, dividend or other
rights or privileges as a stockholder of the Company with respect to any Common Stock corresponding to the Total Performance Units granted
hereby, unless and until shares of Common Stock are actually issued to the Participant in respect thereof.

6. Adjustment in Capitalization . In the event of any change in the outstanding Common Stock by reason of any
,,capitalization, combination or exchange of shares or other similar changes in the Conimon Stock, appropriate adjustment shall be made by the
Committee, in accordance with Section 10 of the Plan.

7. Miscellaneous.



(a ) Binding Effect: Benefits This Agreement shall be binding upon and inure to the benefit of the parties to this Agreement
and their respective successors and assigns. Nothing in this Agreement, express or implied, is intended or shall be construed to give any person
other than the parties to this Agreement or their respective successors or assigns, any legal or equitable right, remedy or claim under or in respect
of any agreement or any provision contained herein.

(b) No Right to Continued Employment Nothing in the Plan or this Agreement shall interfere with or limit in any way the right
df the Company or any of its Affiliates to terminate the Participant’s Employment at any time, or confer upon the Participant any right to continue
in the employ of the Company or any of its Affiliates.

(c) Tax Withholding . The Company and its Affiliates shall have the right to deduct from all amounts payable to the Participant
(whether under the Plan or otherwise) any amount of taxes required by law to be withheld in respect of settlement of the vested Total Performance
Units, as may be necessary in the opinion of the Company to satisfy tax withholding required by law to be withheld. Unless otherwise determined
by the Committee, the Company will meet such obligations with respect to the settlement and payment of any vested Total Performance Units by
having the Company withhold the least number of whole shares of Common Stock having a Fair Market Value sufficient to satisfy the amount
required to be witiiiield in respect of settlement and payment of the vested Total Performance Units.

(d) Applicable Law. This Agreement shall be governed by and construed in accordance with the law of the Commonwealth of
Pennsylvania regardless of the application of rules of conflict of laws that would apply to the laws of any other jurisdiction.

(e) Limitation on Rights; No Right to Future Grants; Extraordinary Item of Compensation . By entering into this Agreement and
accepting the Total Performance Unit Award evidenced hereby, the Participant acknowledges: (i) that the Plan is discretionary in nature and may
be suspended or terminated by the Company at any time; (ii) that the Award does not create any contractual or other right to receive future grants
of Awards; (iii) that participation in the Plan is voluntary; (jv) that the value of the Total Performance Unit Award is not part of normal or
expected compensation for purposes of calculating any severance, resignation, redundancy, end-of-service payments, bonuses, long-service
awards, pension or retirement benefits or similar payments; and ( v) that the future value of the shares of Common Stock is unknown and cannot
be predicted with certainty.

(f)Headings and Captions . The section and other headings contained in this Agreement are for reference purposes only and shall
not affect the meaning or interpretation of this Agreement.

(g) Amendments. The terms of this Agreement may be amended from time to time by the Committee in its sole discretion in
any maimer it deems appropriate; provided that no such amendment shall, without the Participant’s consent, materially diminish the Participant’s
rights under this Agreement.

(h) Counterparts . This Agreement maybe executed in any number of counterparts, each of which shall be deemed to be an
.iriginal, and all of which together shall constitute one and the same instrument.

To confirm your acceptance of the foregoing, kindly sign and promptly return one copy of this Agreement and Exhibit A to the
Company.

Sincerely,
PPL Corporation

By:

_______________
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PPL CORPORATION
2012 STOCK 1NCENTWE PLAN

PERFORMANCE CONTINGENT RESTRICTED STOCK UNIT AGREEMENT

Participant: Date ofGrant:

Number ofRSUs:

1. Grant of RSUs. The Company hereby grants the number of performance contingent restricted stock units (“RSUs”)listed above to the Participant, on the terms and conditions hereinafter set forth. This grant is made pursuant to the terms of the PPL Corporation2012 Stock Incentive Plan (the “Plan”), which Plan, as amended from time to time, is incorporated herein by reference and made a part of this
Agreement. Each RSU represents the unfunded, unsecured right of the Participant to receive a Share on the date(s) specified herein. Capitalizedterms not otherwise defined herein shall have the same meanings as in the Plan.

2. Vesting/Form and Timing of Issuance or Transfer.

(a) Subject to the Participant’s continued Employment with the Company and its Affiliates through [insert dates] (each, a“Vesting Date”), % of the RSUs shall vest upon each such Vesting Date and the Company shall, within 30 days following the relevant
Vesting Date, issue or cause there to be transferred to the Participant the corresponding number of Shares equal to the number of vested
RSUs. Notwithstanding the preceding sentence, 100% of the outstanding RSUs shall vest upon (i) the Participant’s termination of Employmentby the Company and its Affiliates without Cause or by the Participant with Good Reason during the 24 month period following a Change inControl or (ii) the Participant’s termination of Employment due to death, Disability or Retirement (each of the termination events described underclause (i) and (ii) being a “Qualif’ing Tennination”). The Shares underlying any portion of the RSUs that vest in accordance with the precedingsentence shall be delivered to the Participant on the date that is 6 months and one day following the date of the Participant’s termination of
Employment. Upon the Participant’s termination of Employment with the Company or any Affiliate for any reason other than due to a QualifiingTermination, all RSUs that did not become vested on or prior to such date shall immediately terminate and be forfeited without consideration andno Shares shall be delivered hereunder.

(b) Upon the issuance or transfer of Shares in accordance with Section 2(a) of this Agreement, the number of RSUs equalto the number of Shares issued or transferred to the Participant shall be extinguished.

(c) For purposes of this Agreement:

(1) “Cause” shall mean “Cause” as defined in any employment, severance, or similar agreement then in effect between
the Participant and any of the Company or its Affiliates, or, if no such agreement containing a definition of “Cause” is then in effect or if
such term is not defined therein. “Cause” shall mean (i) Participant’s engagement in misconduct which is materially injurious to the
Company or its Affiliates, (ii) Participant’s insubordination after clear and lawful direction ,(iii) Participant’s commission of a felony in
the performance of duties to the Company, (iv) Participant’s commission of an act or acts constituting any fraud against, or
embezzlement from the Company or any of its Affiliates (v) Participant’s material breach of any confidentiality or non-competition
covenant entered into between the Participant and the Company, or (vi) Participant’s employment with a competitor while employed by
the Company. The determination of the existence of Cause shall be made by the Committee in good faith, which determination shall be
conclusive for purposes of this Agreement.

(ii) “Good Reason” shall mean “Good Reason” or such similar concept as defined in any employment, severance, or
similar agreement then in effect between the Participant and any of the Company or its Affiliates, or, if no such agreement containing a
definition of “Good Reason” is then in effect or if such term is not defined therein, “Good Reason” shall mean without the Participant’s
consent, (1) a change caused by the Company in the Participant’s duties and responsibilities which is materially inconsistent with the
Participant’s position at the applicable entity that is a member of the Company Group, (ii) a material reduction in the Participant’s annual
base salary, annual incentive compensation opportunity or other employee benefits (excluding any such reduction that is part of a plan to
reduce annual base salaries, annual incentive compensation opportunities or other employee benefits of comparably situated employees
of any entity that is a member of the Company Group generally), or (iii) a relocation of the Participant’s principal place of employment toa location that is more than 50 miles from the Participant’s current principal place of employment provided that, notwithstanding
anything to the contrary in the foregoing, the Participant shall only have “Good Reason” to terminate employment following the
applicable entity’s failure to remedy the act which is alleged to constitute “Good Reason” within thirty (30) days following such entity’s
receipt of written notice from the Participant specifying such act, so long as such notice is provided within sixty (60) days after such
event has first occurred.

(iii) “Retirement” shall mean the Participant’s termination of Employment at a time when the Participant is eligible tocommence monthly retirement benefits under the Company’s Retirement Plan, or, if the Participant is not a participant in the Company’s
Retirement Plan, under any other defined benefit pension plan (whether or not tax qualified) maintained by the Company Group, or, if the
Participant is not covered by any defined benefit pension plan, then Retirement shall mean tile Participant’s termination of Employment
at or after age 55.



(iv) “Unvested RSUs” shall mean, on a given date, the number of RSUs which remain unvested.

(v) Vested RSUs” shall mean, on a given date, the number of RSUs which are then vested, but for which Shares have
not yet been delivered.

3. Dividend Equivalent RSU’s. RSU’s shall not pay cash dividends. The Participant shall be entitled to receive
additional RSU’s equal to the number of whole Shares that could have been purchased on the date that any dividends on Shares may be paid, at
the fair Market Value of Shares on that date, as if the dollar amount of any ordinary dividends that are declared on Shares applied to the Shares
underlying the RSUs. All such additional RSU’s shall be subject to the same terms and conditions applicable herein to the underlying RSU’s,
including such RSUs becoming Vested RSUs. Notwithstanding the foregoing, if on any date while RSUs are outstanding hereunder the
Company shall pay any extraordinary dividend on the Shares, the Committee shall equitably adjust the outstanding RSUs pursuant to Section 10
of the Plan.

4. No Right to Continued Employment. The granting of RSUs evidenced by this Agreement shall impose no obligation
on the Company or any Affiliate to continue the Employment of the Participant and shall not lessen or affect the Company’s or its Affiliate’s right
to terminate the Employment of such Participant.

5. No Rights of a Shareholder. The Participant shall not have any rights as a shareholder of the Company until the
Shares have been issued or transferred to such Participant.

6. Legend on Certificates. Any Shares issued or transferred to the Participant pursuant to Section 2 of this Agreement
shall be subject to such stop transfer orders and other restrictions as the Committee may deem advisable under the Plan or the rules, regulations,
and other requirements of the Securities and Exchange Commission, any stock exchange upon which such Shares are listed, and any applicable
federal or state laws or relevant securities laws of the jurisdiction of the domicile of the Participant, and the Committee may cause a legend or
legends to be put on any certificates representing such Shares to make appropriate reference to such restrictions.

7. Transferability. RSUs may not be assigned, alienated, pledged, attached, sold or otherwise transferred or encumbered
by the Participant otherwise than by will or by the laws of descent and distribution, and any purported assignment, alienation, pledge, attachment,
sale, transfer or encumbrance not permitted by this Section 7 shall be void and unenforceable against the Company or any Affiliate; provided that
the designation of a beneficiary shall not constitute an assignment, alienation, pledge, attachment, sale, transfer or encumbrance.

8. Notices. My notice under this Agreement shall be addressed to the Company in care of its General Counsel at the
principal executive office of the Company and to the Participant at the address appearing in the personnel records of the Company for the( ‘rticipant or to either party at such other address as either party hereto may hereafter designate in writing to the other. Any such notice shall be
Jeemed effective upon receipt thereof by the addressee.

9. Withholding. The Participant shall be required to pay to the Company or any Affiliate applicable withholding taxes
with respect to any issuance or transfer under this Agreement or under the Plan, and the Company or any Affiliate shall have the right and is
hereby authorized to withhold from any issuance or transfer due under this Agreement or under the Plan or from any compensation or other
amount owing to the Participant an amount in respect of such withholding taxes, and to take such action as may be necessary in the opinion of the
Company to satisfy all obligations for the payment of such withholding taxes.

10. Choice of Law. THE INTERPRETATION, PERFORMANCE AND ENFORCEMENT OF THIS
AGREEMENT SHALL BE GOVERNED BY THE LAWS OF THE COMMONWEALTH OF PENNSYLVAMA WITHOUT REGARD
TO PRINCIPLES OF CONFLICTS Of LAW.

11. RSUs Subject to Plan. By entering into this Agreement, the Participant agrees and acknowledges that the Participant
has received and read a copy of the Plan and agrees that all RSUs and Shares received in respect of RSUs are subject to the Plan. The terms and
provisions of the Plan, as may be amended from time to time, are hereby incorporated by reference. In the event of a conflict between any term or
provision contained herein and a term or provision of the Plan, the applicable terms of the Plan will govern and prevail.

12. Modifications. Notwithstanding any provision of this Agreement to contrary, the Company reserves the right to
modify the terms and conditions of this Agreement including, without limitation, the timing or circumstances of the issuance or transfer of Shares
to the Participant hereunder, to the extent such modification is determined by the Company to be necessary to comply with applicable law or
preserve the intended deferral of income recognition with respect to the RSUs until the issuance or transfer of Shares hereunder.

13. Signature in Counterparts. This Agreement may be signed in counterparts, each of which shall be an originat, with
the same effect as if the signatures thereto and hereto were upon the same instrument.

14. Compliance with IRC Section 409A. Notwithstanding anything herein to the contrary, (i) if at the time of the
Participant’s termination of employment vith the Company and its Affiliates the Participant is a “specified employee” as defrned in Section 409A
of the Code and the deferral of the commencement of any payments or benefits otherwise payable hereunder as a result of such tennination of
mployment is necessary in order to prevent any accelerated or additional tax under Section 409A of the Code, then the Company will defer the

Arnmencement of the payment of any such payments or benefits hereunder (without any reduction in such payments or benefits ultimately paid or
provided to the Participant) until the date that is six months and one day following the Participant’s termination of employment with the Company
and its Affiliates (or the earliest date as is permitted under Section 409A of the Code) and (ii) if any other payments or other benefits due to the
Participant hereunder could cause the application of an accelerated or additional tax under Section 409A of the Code. such payments or other
benefits sha]] be deferred if defelTal will make such payment or other benefits compliant under Section 409A of the Code, or otherwise such



payment or other benefits shall be restructured, to the extent possible, in a manner, determined by the Committee, that does not
cause such an accelerated or additional tax. The Company shall use commercially reasonable efforts to implement the provisions of this Section
14 in good faith; provided that neither the Company, the Committee nor any of the Company’s employees, directors or representatives shall have
any liability to the Participant with respect to this Section 14.

.
IN WITNESS WHEREOF, the parties hereto have executed this Agreement.

PPL CORPORATION

By: Is! William H. Spence
William H. Spence
President & CEO



PPL CORPORATION
2012 STOCK INCENTIVE PLAN I

INCENTIVE COMPENSATION PLAN FOR KEY EMPLOYEES

Performance Contingent Restricted Stock Unit Agreement

Exhibit A

Granted to: Participant Name

SSN: SSN or I-Number

Date of Award: Grant date

Date restrictions expire: three years from Date of Award (above)

Units: Number of shares granted
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PPL CORPORATION

2012 STOCK iNCENTIVE PLAN

NONQUALIFIED STOCK OPTION AGREEMENT

fHIS AGREEMENT (the” Agreement “), is made effective as of the date set forth on the signature page hereto, (hereinafter called the “Date of
Grant “), between PPL Corporation, a Pennsylvania corporation (hereinafter called the” Company “), and the individual set forth on the signature
page hereto (hereinafter called the “ Participant “), pursuant to the PPL Corporation 2012 Stock Incentive Plan (the “ jji.”), which Plan is
incorporated herein by reference and made a part of this Agreement.
1. Grant of the Option.

The Company hereby grants to the Participant the right and option (the” Option “) to purchase, on the terms and conditions hereinafter
set forth, all or any part of an aggregate of the number of Shares set forth on the signature page hereto, subject to adjustment as set forth in the
Plan. The purchase price of the Shares subject to the Option shall be the Option Price set forth on the signature page hereto (the” Option Price “).The Option is intended to be a non-qualified stock option, and is not intended to be treated as an option that complies with Section 422 of the
Internal Revenue Code of 1986, as amended.

2. Definitions. Whenever the following terms are used in this Agreement, they shall have the meanings set forth below. Capitalized terms
not otherwise defmed herein shall have the same meanings as in the Plan.

(a) “Cause” shall mean “Cause” as defmed in any employment, severance, or similar agreement then in effect between the
Participant and any of the Company or its Affiliates, or, if no such agreement containing a definition of “Cause” is then in effect or if such term is
not defined therein, “Cause” shall mean (i) Participant’s engagement in misconduct which is materially injurious to the Company or its Affiliates,
(ii) Participant’s insubordination after clear and lawful direction , (iii) Participant’s commission of a felony in the performance of duties to the
Company, (iv) Participant’s commission of an act or acts constituting any fraud against, or embezzlement from the Company or any of its
Affiliates, (v) Participant’s material breach of any confidentiality or non-competition covenant entered into between the Participant and the
Company, or (vi) Participant’s employment with a competitor while employed by the Company. The determination of the existence of Cause
shall be made by the Committee in good faith, which determination shall be conclusive for purposes of this Agreement.

(b) “Good Reason” shall mean “Good Reason” or such similar concept as defmed in any employment, severance, or similar
agreement then in effect between the Participant and any of the Company or its Affiliates, or, if no such agreement containing a definition of
“Good Reason” is then in effect or if such term is not defined therein, “Good Reason” shall mean without the Participant’s consent, (1) a change

(caused

by the Company in the Participant’s duties and responsibilities which is materially inconsistent with the Participant’s position at the
“uplicable entity that is a member of the Company Group, (ii) a material reduction in the Participant’s annual base salary, annual incentive

bmpensation opportunity or other employee benefits (excluding any such reduction that is part of a plan to reduce annual base salaries, annual
incentive compensation opportunities or other employee benefits of comparably situated employees of any entity that is a member of the Company
Group generally), or (iii) a relocation of the Participant’s principal place of employment to a location that is more than 50 miles from the
Participant’s current principal place of employment; provided that, notwithstanding anything to the contrary in the foregoing, the Participant shall
only have “Good Reason” to terminate employment following the applicable entity’s failure to remedy the act which is alleged to constitute
“Good Reason” within thirty (30) days following such entity’s receipt of written notice from the Participant speci’ing such act, so long as such
notice is provided within sixty (60) days after such event has first occurred.

(c) “Retirement” shall mean the Participant’s termination of Employment at a time when the Participant is eligible to commence
monthly retirement benefits under the Company’s Retirement Plan, or, if the Participant is not a participant in the Company’s Retirement Plan,
under any other defined benefit pension plan (whether or not tax qualified) maintained by the Company Group, or, if the Participant is not covered
by any defined benefit pension plan, then Retirement sha]l mean the Participant’s termination of Employment at or after age 55.

3. Vesting.

(a) Subject to the Participant’s continued Employment through the applicable vesting date, the Option shall vest and become
exercisable at the time(s) set forth on the signature page hereto.

(b) Notwithstanding the foregoing, in the event of a tennination of the Participant’s Employment by the Company and its Affiliates
without Cause or by the Participant with Good Reason during the 24 month period following a Change in Control (a “CIC Termination “), the
Option shall, to the extent not then vested or previously forfeited or cancelled, become fully vested and exercisable effective as of such
termination date.

(c) Subject to Section 3(b) above, if the Participant’s Employment with the Company is terminated for any reason other than death,
Disability, or Retirement, the vested portion of the Option shall remain exercisable for the period set forth in Section 4(a), and the unvested
portion of the Option shall immediately terminate. In the event of Participant’s Retirement, all unvested Options then held by the Participant shall
become vested and exercisable on the date of Retirement. except where a separation program or policy provides improved retirement benefits , in
which case the express terms of such program or policy concerning exercise of Options shall control. In the event of the Participant’s termination

4 f Employment due to death or Disability, all unvested Options then held by the Participant shall remain outstanding and shall become vested and
c}’cercisable at the same time as originally scheduled pursuant to this Agreement (as if the Participant remained in Employment through such dates)

4. Exercise of Option.

(a) Period of Exercise. Subject to the provisions of the Plan and this Agreement. the Participant may exercise all or any part of the



Option at any time prior to the earliest to occur of:

(1) the Participant’s termination of Employment by the Company or any of its Affiliates for Cause;

(ii) 60 days following the date of the Participant’s termination of Employmeiit for any reason other than due to a CIC
Termination or the Participant’s death, Disability or Retirement (or termination for Cause);

(iii) three years and 60 days following the date of the Participant’s termination of Employment due to death, Disability or
a CIC Termination;

(iv) five years following the date of the Participant’s termination of employment due to Retirement; and

(v) the tenth anniversary of the Date of Grant.

(b) Method of Exercise.

(i) Subject to Section 4(a), the Option may be exercised by delivering to the Company at its principal office written notice
of intent to so exercise; provided that, the Option may be exercised with respect to whole Shares only. Such notice shall specify the
number of Shares for which the Option is being exercised and shall be accompanied by payment in full of the Option Price. The payment
of the Option Price may be made at the election of the Participant (A) in cash or its equivalent (e.g., by check), (B) to the extent permitted
by the Committee, in Shares having a Fair Market Value equal to the aggregate Option Price for the Shares being purchased and
satisfying such other requirements as may be imposed by the Committee; provided, that such Shares have been held by the Participant for
no less than six months (or such other period as established from time to time by the Committee in order to avoid adverse accounting
treatment applying generally accepted accounting principles), (C) partly in cash and, to the extent permitted by the Committee, partly in
such Shares, (D) if there is a public market for the Shares at such time, through the delivery of irrevocable instructions to a broker to sell
Shares obtained upon the exercise of the Option and to deliver promptly to the Company an amount out of the proceeds of such Sale
equal to the aggregate option price for the Shares being purchased, or (E) to the extent permitted by the Committee, through a “net
settlement” as described in Section 6(c) of the Plan.

Participant shall not have any rights to dividends or other rights of a stockholder with respect to Shares subject to an Option
until the Participant has given written notice of exercise of the Option, paid in full for such Shares and, if applicable, has satisfied any
other conditions imposed by the Committee pursuant to the Plan. Participant shall also have no right to a dividend equivalent payment or
unit of value with respect to any outstanding Options.

(ii) Notwithstanding any other provision of the Plan or this Agreement to the contrary, the Option may not be exercised
prior to the completion of any registration or qualification of the Option or the Shares under applicable state and federal securities or
other laws, or under any ruling or regulation of any governmental body or national securities exchange that the Committee shall in its
sole discretion determine to be necessary or advisable.

(iii) Upon the Company’s determination that the Option has been validly exercised as to any of the Shares, the Company
shall issue certificates in the Participant’s name for such Shares. However, the Company shall not be liable to the Participant for damages
relating to any delays in issuing the certificates to him, any loss of the certificates, or any mistakes or errors in the issuance of the
certificates or in the certificates themselves. Notwithstanding the foregoing, the Company may elect to recognize the Participant’s
ownership through uncertificated book entry.

(iv) In the event of the Participant’s death, the Option shall remain exercisable by the Participant’s executor or
administrator, or the person or persons to whom the Participant’s rights under this Agreement shall pass by will or by the laws of descent
and distribution as the case may be, to the extent set forth in Section 4(a) above. Any heir or legatee of the Participant shall take rights
herein granted subject to the terms and conditions hereof.

5. No Right to Continued Employment.

The granting of the Option evidenced hereby and this Agreement shall impose no obligation on the Company or any Affiliate to continue
the Employment of the Participant and shall not lessen or affect the Company’s or its Affiliate’s right to terminate the Employment of such
Participant.

6. Legend on Certificates.

Unless the Company issues the Shares in wicertificated form, the certificates representing the Shares purchased by exercise of the Option
shall be subject to the rules, regulations, and other requirements of the Securities and Exchange Commission, any stock exchange upon which
such Shares are listed, and any applicable federal or state laws, and the Committee may cause a legend or legends to be put on any such
certificates to make appropriate reference to such restrictions.

(). Transferability.

The Option may not be assigned. alienated, pledged, attached, sold or otherwise transferred or encumbered by the Participant otherwise
than by will or by the laws of descent and distribution, and any such purported assignment, alienation, pledge, attachment, sale, transfer or
encumbrance shall be void and unenforceable against the Company or any Affiliate; provided that the designation of a beneficiary shall not
constitute an assignment, alienation, pledge, attachment, sale, transfer or encumbrance. No such pennitted transfer of the Option to heirs or



legatees of the Participant shall be effective to bind the Company unless the Committee shall have been furnished with written noticethereof and a copy of such evidence as the Committee may deem necessary to establish the validity of the transfer and the acceptance by the
transferee or transferees of the terms and conditions hereof. During the Participant’s lifetime, the Option is exercisable only by the Participant.

Withholding.

The Participant may be required to pay to the Company or any Affiliate and the Company shall have the right and is hereby authorized towithhold (including from payroll or any other amounts payable to the Participant), any applicable withholding taxes in respect of the Option, itsexercise or any payment or transfer under or with respect to the Option and to take such other action as may be necessary in the opinion of the
Committee to satisfy all obligations for the payment of such withholding taxes; provided, however, that no amounts shall be withheld in excess ofthe Company’s statutory minimum withholding liability. Without limiting the generality of the foregoing, to the extent permitted by the
Committee, the Participant may satisl’, in whole or in part, the foregoing withholding liability by delivery of Shares held by the Participant
(which are fully vested and not subject to any pledge or other security interest) or by having the Company withhold from the number of Sharesotherwise deliverable to the Participant hereunder Shares with a Fair Market Value not in excess of the statutory minimum withholding liability.
The Participant further agrees to make adequate provision for any sums required to satist’ all applicable federal, state, local and foreign taxwithholding obligations of the Company which may arise in connection with the Option.

9. Securities Laws.

Upon the acquisition of any Shares pursuant to the exercise of the Option, the Participant will make or enter into such written
representations, warranties and agreements as the Committee may reasonably request in order to comply with applicable securities laws or withthis Agreement.

10. Notices.

My notice necessary under this Agreement shall be addressed to the Company in care of its Secretary at the principal executive office ofthe Company and to the Participant at the address appearing in the personnel records of the Company for the Participant or to either party at suchother address as either party hereto may hereafter designate in writing to the other. My such notice shall be deemed effective upon receipt thereofby the addressee.

11. Choice of Law.

This Agreement shall be governed by and construed in accordance with the laws of the Commonwealth of Pennsylvania without regard
to conflicts of laws.

Option Subject to Plan.

By entering into this Agreement the Participant agrees and acknowledges that the Participant has received and read a copy of the Plan.The Option is subject to the Plan. The terms and provisions of the Plan, as they may be amended from time to time, are hereby incorporated hereinby reference. In the event of a conflict between any term or provision contained herein and a term or provision of the Plan, the applicable termsand provisions of the Plan will govern and prevail.

13. Signature in Counterparts.



This Agreement may be signed in counterparts, each of which shall be an original, with the same effect as if the signatures thereto and
hereto were upon the same instrument.

[Signatures on next page.]

Sincerely,
PPL Corporation

By: Is! William H. Spence
William H. Spence
President & CEO



Exhibit A

PPL CORPORATION
2012 STOCK INCENTWE PLAN /

INCENTWE COMPENSATION PLAN FOR KEY EMPLOYEES

STOCK OPTION AGREEMENT
Non-qualified Stock Option Grant

Granted to: Participant Name

Empi ID: Employee ID Number

Grant Date: Date of Grant

Date Options Expire: Date of Expiration

Stock Options Awarded: Number of Options Awarded

Option Price: $ Option (Grant) Price

Stock options provide the holder the right to purchase PPL common stock as they become vested. The options vest over a period of three years —

one third at the end of each anniversary of the grant date. The dates of vesting and number of options vested on those dates can be viewed in your
Fidelity stock plan account at fidelity NetBenefits.



Exhibit 12(a)
PPL CORPORATION AND SUBSIDIARIES

COMPUTATION Of RATIO Of EARNINGS TO COMBINED FIXED CHARGES ANI)
PREFERRED STOCK Dfl’lDENDS

(Millions ofDollars)

2012 2011 2010 2009 2008
Earnings, as defined:

Income from Continuing Operations Before
Income Taxes $ 2,082 $ 2,201 $ 1,239 $ 538 $ 1,273

Adjustment to reflect earnings from equity method
investments on a cash basis (a) 34 1 7 1

_____________

2,116 2.202 1,246 539 1,273

Total fixed charges as below 1,065 1,022 698 513 568
Less:
Capitalized interest 53 51 30 43 57
Preferred security distributions of subsidiaries

on a pre-tax basis 5 23 21 24 27
Interest expense and fixed charges related to

discontinued operations

__________

3 12 15 16
Total fixed charges included in Income from

Continuing Operations Before Income Taxes 1,007 945 635 431 468

Total earnings $ 3,123 $ 3,147 $ 1,881 $ 970 $ 1,741

Fixed charges, as defmed:
Interest charges (b) $ 1,019 $ 955 $ 637 $ 446 $ 51$
Estimated interest component of operating rentals 41 44 39 42 22
Preferred securities distributions of subsidiaries

on a pre-tax basis 5 23 21 24 27
Fixed charges of majority-owned share of 50% or

less-owned persons 1 1 1

Total fixed charges (c) S 1,065 $ 1,022 $ 698 $ 513 $ 568

Ratio of earnings to fixed charges 2.9 3.1 2.7 1.9 3.1
Ratio of earnings to combined fixed charges and

preferred stock dividends (d) 2.9 3.1 2.7 1.9 3.1

(a) Includes other-than-temporary impainnens loss of $25 million in 2012.
(b) Includes interest on long-term and short-term debt, as well as amortization of debt discount, expense and premium - net.
(c) Interest on unrecognized tax benefits is not included in fixed charges.
(d) PPL, the parent holding company, does not have any preferred stock outstanding; therefore, the ratio of earnings to cotnbined fixed charges and preferred stock dividends is the

same as the ratio of earnings to fixed clsarges.
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Exhibit 12(b)
PPL ENERGY SUPPLY, LLC AND SUBSIDIARIES

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES
(Millions ofDollars)

2012 2011 2010 2009 200$
Earnings, as defmed:

Income (Loss) from Continuing Operations Before
IncomeTaxes $ 738 $ 1,212 $ $81 $ (13) $ 671

Adjustments to reflect earnings from equity method
investments on a cash basis

____________

1 7 1
738 1,213 888 (12) 671

Total fixed charges as below 238 259 426 364 390
Less:
Capitalized interest 47 47 33 44 57
Interest expense and fixed charges related to

discontinued operations 3 147 102 157
Total fixed charges included in Income (Loss) from

Continuing Operations Before Income Taxes 191 209 246 218 176

Total earnings S 929 $ 1,422 $ 1,134 $ 206 $ $47

Fixed charges, as defined:
Interest charges (a) S 214 $ 223 $ 387 $ 321 $ 374
Estimated interest component of operating rentals 24 36 38 42 15
Fixed charges of majority-owned share of 50% or

less-owned persons 1 1

Total fixed charges (b) S 238 $ 259 $ 426 $ 364 $ 390

Ratio of earnings to fixed chares(c) 3.9 5.5 2.7 0.6 2.2

,M Includes interest on long-tenn and short-tenn debt, as well as amortization of debt discount, expense and pretmtun - net,
b) Interest on unrecognized tax benefits is not included in fixed charges.

(c) In January 2011, PPL Energy Supply distributed its 100% membership interest in PPL Global to PPL Energy Supply’s parent, PPL Energy Funding. As a result, PPL Global’s
operating results were reclassified as Discontinued Operations. Upon reflecting this reclassification, earnings were less than fixed charges for 2009. See Note 9 in PPL Energy
Supply’s 2011 Fonn 10-K for additional infonnation. The total atnount of fixed charges for this period was approximately $364 million and the total alnotmt of earnings was
approximately $206 million. The asnotmt of the deficiency, or the alnotmt of fixed charges in excess of earnings, was approximately $158 million.
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Exhibit 12(c)
PPL ELECTRIC UTILITIES CORPORATION AND SUBSIDIARIES

COMPUTATION OF RATIO OF EARNiNGS TO COMBINED FLXED CHARGES AND
PREFERRED STOCK DIVIDENDS

(Millions ofDollars)

2012 2011 2010 2009 2008
Earnings, as defined:

Income Before Income Taxes $ 204 $ 257 $ 192 $ 221 $ 27$

Total fixed charges as below 107 105 102 121 114

Total earnings $ 311 $ 362 $ 294 $ 342 $ 392

Fixed charges, as defined:
Interest charges (a) $ 104 $ 102 $ 101 $ 120 $ 113
Estimated interest component of operating rentals 3 3 1 1

____________

Total fixed charges (b) $ 107 $ 105 $ 102 $ 121 $ 114

Ratio of earnings to fixed charges 2.9 3.4 2.9 2.8 3.4

Preferred stock dividend requirements on a pre-tax
basis S 6 $ 21 $ 23 $ 28 $ 28

Fixed charges, as above 107 105 102 121 114
Total fixed charges and preferred stock dividends S 113 $ 126 $ 125 $ 149 $ 142

Ratio of earnings to combined fixed charges and
preferred stock dividends 2.8 2.9 2.4 2.3 2.8

(a) Includes interest on long-tenn and short.tenn debt, as well as amortization of debt discount, expense and premiwn - net.
(b) Interest on unrecognized tax benefits is not included in fixed charges.
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Exhibit 12(d)
LG&E AND KU ENERGY LLC AND SUBSIDIARIES

COMPUTATION OF RATIO OF EARNINGS TO FIXED ChARGES
(Millions ofDollars)

Successor Predecessor
Year Year 2 Months 10 Months

Ended Ended Ended Ended Year Ended
Dec. 31, Dec. 31, Dec. 31, Oct. 31, December 31,

2012 2011 2010 2010 2009 2008
Earnings, as defmed:

Income from Continuing Operations
Before Income Taxes $ 331 $ 419 $ 70 $ 300 $ (1,235) $ (1,536)

Adjustment to reflect earnings from
equity method investments on a cash
basis (a) 33 (1) (4) 11

Loss on impairment of goodwill 1,493 1,806
Mark to market impact of derivative

instruments

__________ __________

2 (20) (19) 34
364 418 72 276 250 304

Total fixed charges as below 157 153 25 15$ 186 199

Total earnings $ 521 $ 571 $ 97 $ 434 $ 436 $ 503

Fixed charges, as defmed:
Interest charges (b) $ 151 $ 147 $ 24 $ 153 $ 176 $ 184
Estimated interest component of

operating rentals 6 6 1 5 5 5
Estimated discontinued operations

interest component of rental expense

___________ ___________ ___________ ____________

5 10

Total fixed charges $ 157 $ 153 $ 25 $ 158 $ 186 S 199

I.)atio of earnings to fixed charges 3.3 3.7 3.9 2.7 2.3 2.5

(a) Includes other-than-temporary impairment loss of $25 million in 2012.
(b) Includes interest on long-tents and short-tents debt, as well as amortization of debt discount, expense and premituts - net.

436



Exhibit 12(e)
LOUISVILLE GAS AND ELECTRIC COMPANY

COMPUTATION OF RATIO OF EARNINGS TO fLXED CHARGES
(Millions ofDollars)

Predecessor

Year Ended
December 31,

_________ _________ _________ __________

2009 2008

$ 142 $ 131

__________ __________ __________ ____________

(20) 35

_________ _________ _________ __________

122 166

__________ __________ __________ ___________

46 60

_________ _________ __________

$ 168 $ 226

$ 44 $ 5$

____ ____ ____ _____

2 2

__________ __________ __________ ___________

$ 46 $ 60

3.7 3.8

Successor
Year Year 2 Months

Ended Ended Ended
Dec. 31, Dec. 31, Dec. 31,

2012 2011 2010
Earnings. as defined:

IncomeBeforeincomeTaxes S 192 $ 195 $ 29
Mark to market impact of derivative

instruments 1
192 195 30

Total fixed charges as below 44 46 $

Total earnings $ 236 $ 241 $ 38

Fixed charges, as defmed:
Interest charges (a) $ 42 S 44 S $
Estimated interest component of
operating rentals 2 2

Total fixed charges $ ‘ $ 46 $ 8

Ratio of earnings to fixed charges 5.4 5.2 4.8

(a) Includes interest on long-tenn and short-tenn debt, as well as amortization of debt discount, expense and prenthun - net.

10 Months
Ended
Oct. 31,
2010

$ 167

(20)
147

40

$ 187

$ 3$

2

$ 40

4.7
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KENTUCKY UTILITIES COMPANY

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES
(Millions ofDollars)

Exhibit 12(f)

Year
Ended

Dec. 31,
2012

S 215

248

72

S 320

Successor
Year

Ended
Dec. 31,

2011

$ 282

281

73

$ 354

33 (1)

2 Months
Ended

Dec. 31,
2010

$ 55

55

11

$ 66

Earnings, as defined:
Income Before Income Taxes
Adjustment to reflect earnings from

equity method investments on a cash
basis (a)

Mark to market impact of derivative
instruments

___________ ___________ ___________

Total fixed charges as below

__________ __________ __________

Total earnings

__________ __________ __________

fixed charges, as defined:
Interest charges (b) $ 69 $ 70 $
Estimated interest component of
operating rentals 3 3

__________

Total fixed charges $ 72 $ 73

Ratio of earnings to fixed charges 4.4 4.8

(a) Includes other-than-temporary ünpainnent loss of 525 million in 2012.
Includes interest on long-terra and short-teisn debt, as well as amortization of debt discount, expense and premium - net.

10 Months
Ended
Oct. 31,

2010

$ 218

(4)

214

71

$ 285

$ 69

2

$ 71

4.0

Predecessor

Year Ended
December 31,

2009 2008

$ 200 $ 226

11

1 (1)
212 225

79 77

$ 291 $ 302

$ 76 $ 74

3 3

$ 79 $ 77

3.7 3.9

10

$ 11

6.0
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PPL Corporation Exhibit 21
Subsidiaries of the Registrant
At December 31, 2012

Company Name State or Jurisdiction of
(“isiness Conducted under Same Name Incorporation/Formation

LG&E and KU Energy LLC Kentucky

Louisville Gas and Electric Company Kentucky

Kentucky Utilities Company Kentucky and Virginia

PPL Electric Utilities Corporation Pennsylvania

PPL Energy Funding Corporation Pennsylvania

PPL Energy Supply, LLC Delaware

PPL Generation, LLC Delaware

PPL Susquehanna, LLC Delaware

PPL Martins Creek, LLC Delaware

PPL Montana Holdings, LLC Delaware

PPL Montana, LLC Delaware

PPL Global, LLC Delaware

PMDC International Holdings, Inc. Delaware

PPL UK Holdings, LLC Delaware

PPL UK Resources Limited United Kingdom

CWL
WW Holdings Limited United Kingdom

‘%/estern Power Distribution LLP United Kingdom

Western Power Distribution (South West) plc United Kingdom

Western Power Distribution (South Wales) plc United Kingdom

PPL UK Investments Limited United Kingdom

PPL WEM Holdings plc United Kingdom

WPD Midlands Holdings Limited United Kingdom

Western Power Distribution (East Midlands) plc United Kingdom

Western Power Distribution (West Midlands) plc United Kingdom



Exhibit 23(a)

Consent of Independent Registered Public Accounting Firm

We consent to the incorporation by reference in PPL Corporation’s Registration Statement on Form S-3 No. 333-180410, the Registration
Statement on Form S-3D No 333-161826, and the Registration Statements on Form S-8 (Nos. 333-02003, 333-112453, 333-110372, 333-95967,
333-144047, 333-175680, and 333-1$1752) of our reports dated February 28, 2013, with respect to the consolidated fmancial statements of PPL
Corporation and the effectiveness of internal control over financial reporting of PPL Corporation, included in this Annual Report (Form 10-K) for
the year ended December 31, 2012.

Is! Ernst & Young LLP

Philadelphia, Pennsylvania
February 28, 2013



Exhibit 23(b)

Consent of Independent Registered Public Accounting Firm

We consent to the incorporation by reference in PPL Energy Supply, LLC’s Registration Statement on Form S-3 No. 333-1 804 10-04 and the
Registration Statement on Form S-4 No. 333-1 85996 of our report dated February 28, 2013, with respect to the consolidated financial statements
of PPL Energy Supply, LLC, included in this Annual Report (Form 10-K) for the year ended December 31, 2012.

1sf Ernst & Young LLP

Philadelphia, Pennsylvania
February 28, 2013



Exhibit 23(c)

Consent of Independent Registered Public Accounting Firm

We consent to the incorporation by reference in PPL Electric Utilities Corporation’s Registration Statement on Form S-3 No. 333-180410-03 of
our report dated February 28, 2013, with respect to the consolidated fmancial statements of PPL Electric Utilities Corporation, included in this
Annual Report (Form 10-K) for the year ended December 31, 2012.

Is! Ernst & Young LLP

Philadelphia, Pennsylvania
February 28, 2013



Exhibit 23(d)

Consent of Independent Registered Public Accounting firm

We hereby consent to the incorporation by reference in PPL Corporations Registration Statement on Form S-3 No. 333-180410, the Registration
Statement on form S-3D No 333-161826, and the Registration Statements on form S-S (Nos. 333-02003, 333-112453, 333-110372, 333-95967,
333-144047, 333-175680 and 333-181752) of our reports dated february 25, 2011, relating to the consolidated fmancial statements and fmancial
statement schedule of LG&E and KU Energy LLC, which appears in this form 10-K.

Is! PricewaterhouseCoopers LLP

PricewaterhouseCoopers LLP
Louisville, Kentucky
February 28, 2013



Exhibit 23(e)

Consent of Independent Registered Public Accounting Firm

We consent to the incorporation by reference in the Registration Statement (Form S-3 No. 333-180410-05) of LG&E and KU Energy LLC and inthe related Prospectus of our report dated February 2$, 2013, with respect to the consolidated financial statements and schedule of LG&E and KUEnergy LLC included in this Annual Report (Form 10-K) for the year ended December 31, 2012.

Is! Ernst & Young LLP

Louisville, Kentucky
february 28, 2013



Exhibit 23(f)

Consent of Independent Registered Public Accounting firm

We consent to the incorporation by reference in the Registration Statement (Form S-3 No. 333-180410-01) of Louisville Gas and Electric
Company and in the related Prospectus of our report dated February 28, 2013, with respect to the financial statements of Louisville Gas and
Electric Company included in this Annual Report (Form 10-K) for the year ended December 31, 2012.

Is! Ernst & Young LLP

Louisville, Kentucky
February 28, 2013



Exhibit 23(g)

Consent of Independent Registered Public Accounting Firm

We consent to the incorporation by reference in the Registration Statement (Form S-3 No. 333-1 804 10-02) of Kentucky Utilities Company and inthe related Prospectus of our report dated February 28, 2013, with respect to the fmancial statements of Kentucky Utilities Company included inthis Annual Report (Form 10-K) for the year ended December 31, 2012.

1sf Ernst & Young LLP

Louisville, Kentucky
February 28, 2013



Exhibit 23(h)

Consent of Independent Registered Public Accounting Firm

We hereby consent to the incorporation by reference in LG&E and KU Energy LLC’s Registration Statement on Form S-3 No. 333-180410-05 ofour reports dated February 25, 2011, relating to the consolidated financial statements and fmancial statement schedule of LG&E and KU EnergyLLC, which appears in this Form 10-K.

Is! PricewaterhouseCoopers LLP

PricewaterhouseCoopers LLP
Louisville, Kentucky
February 28, 2013



Exhibit 23(1)

Consent of Independent Registered Public Accounting firm

We hereby consent to the incorporation by reference in Louisville Gas and Electric Company’s Registration Statement on Form S-3 No. 333-180410-01 of our reports dated February 25, 2011, relating to the financial statements of Louisville Gas and Electric Company, which appears inthis form 10-K.

Is! PricewaterhouseCoopers LLP

PricewaterhouseCoopers LLP
Louisville, Kentucky
February 2$, 2013



Exhibit 23(j)

Consent of Independent Registered Public Accounting firm

We hereby consent to the incorporation by reference iii Kentucky Utilities Company’s Registration Statement on form S-3 No. 333-180410-02 of
our reports dated February 25, 2011, relating to the financial statements of Kentucky Utilities Company, which appears in this form 10-K.

Is! PricewaterhouseCoopers LLP

PricewaterhouseCoopers LLP
Louisville, Kentucky
February 28, 2013



Exhibit 24

PPL CORPORATION

2012 ANNUAL REPORT
TO THE SECURITIES AND EXCHANGE COMMISSION

ON FORM 10-K

POWER OF ATTORI’EY

The undersigned directors of PPL Corporation, a Pennsylvania corporation, that is to file with the Securities and Exchange Commission,
Washington, D.C., under the provisions of the Securities Exchange Act of 1934, as amended, its Annual Report on Fonn 10-K for the year ended
December 31, 2012 (“Form 10-K Report’), do hereby appoint each of William H. Spence, Paul A. farr, Robert J. Grey, Michael A. McGrail and
Frederick C. Paine, and each of them, their true and lawful attorney, with power to act without the other and with full power of substitution and
resubstitution, to execute for them and in their names the Form 10-K Report and any and all amendments thereto, whether said amendments add
to, delete from or otherwise alter the Form 10-K Report, or add or withdraw any exhibits or schedules to be filed therewith and any and all
instruments in connection therewith. The undersigned hereby grant to each said attorney full power and authority to do and perform in the name
of and on behalf of the undersigned, and in any and all capacities, any act and thing whatsoever required or necessary to be done in and about the
premises, as fully and to all intents and purposes as the undersigned might do, hereby ratif’ing and approving the acts of each of the said
attorneys.

IN WITNESS WHEREOF, the undersigned have hereunto set their hands this 25th day of February, 2013.

1sf Frederick M. Bernthal Is! Venkata Rajamannar Madabhushi
Frederick M. Bemthal Venkata Rajamannar Madabhushi

Is! John W. Conway Is! Craig A. Rogerson
John W. Conway Craig A. Rogerson

Is! Steven G. Elliott Is! William H. Spence
Steven G. Elliott William H. Spence

Is! Louise K. Goeser Is! Natica von Althann
Louise K. Goeser Natica von Althann

I Stuart E. Graham Is! Keith H. Williamson
Stuart I. Graham Keith H. Williamson

Is! Stuart Heydt
Stuart Heydt



Exhibit 3 1(a)

CERTIFICATION‘WILLIAM H. SPENCE, certify that:

I have reviewed this annual report on form 10-K of PPL Corporation (the “registrant’) for the year ended December 31, 2012;

2. Based on my knowledge, this report does not contain aily 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 fmancial statements, and other fmancial 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 registrants other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules l3a-15(e) and 15d-15(e)) and internal control over fmancial 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 fmancial 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

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: February 28, 2013 Is! William H. Spence
William Fl. Spence
Chairman, President and Chief Executive Officer
(Principal Executive Officer)
PPL Corporation
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Exhibit 31(b)

CERTIFICATION

PAUL A. FARR, certify that:

I have reviewed this annual report on form 10-K of PPL Corporation (the “registrant”) for the year ended December 31, 2012;

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 tomake the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the periodcovered by this report;

3. Based on my knowledge, the financial statements, and other fmancial information included in this report, fairly present in all materialrespects 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 (asdefined in Exchange Act Rules 1 3a- 15(e) and I Sd-I 5(e)) and internal control over financial reporting (as defined in Exchange Act Rules13a-15(f) and lsd-l5(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under oursupervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to usby 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 underour supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financialstatements 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 aboutthe 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 isreasonably likely to materially affect, the registrant’s internal control over fmancial reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financialreporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalentfunctions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which arereasonably 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’sinternal control over fmancial reporting.

Date: February 28, 2013 Is! Paul A. fair
Paul A. Fair
Executive Vice President and Chief Financial Officer
(Principal Financial Officer)
PPL Corporation
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Exhibit 3 1(c)

CERTIFICATION

I, DAVID G. DECAMPLI, certify that:

I have reviewed this annual report on Form 10-K of PPL Energy Supply, LLC (the ‘registrant’) for the year ended December 31, 2012;
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 tomake the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the periodcovered by this report;

3. Based on my knowledge, the fmancial statements, and other fmancial information included in this report, fairly present in all materialrespects 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 (asdefined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules13a-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 oursupervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to usby 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 fmancial reporting to be designed underour supervision, to provide reasonable assurance regarding the reliability of fmancial reporting and the preparation of financialstatements 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 aboutthe effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on suchevaluation; and

d. Disclosed in this report any change in the registrant’s internal control over fmancial reporting that occurred during the registrant’smost recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or isreasonably likely to materially affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financialreporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalentfunctions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which arereasonably 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’sinternal control over financial reporting.

Date: February 28, 2013 1sf David G. DeCampli
David G. DeCampli
President
(Principal Executive Officer)
PPL Energy Supply, LLC
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Exhibit 31(d)

CERTIFICATION

I, PAUL A. FARR, certify that:

I have reviewed this annual report on form 10-K of PPL Energy Supply, LLC (the “registrant”) for the year ended December 31, 2012;

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 tomake the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the periodcovered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all materialrespects 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 (asdefmed in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over fmancial reporting (as defined in Exchange Act Rules13a-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 underour 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 fmancial 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 fmancial reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financialreporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalentfunctions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which arereasonably 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: february 28, 2013 /5/ Paul A. fan
Paul A. fan

Executive Vice President
(Principal financial Officer)
PPL Energy Supply, LLC
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Exhibit 3 1(e)

CERTIFICATION

(j
GREGORY N. DUDKIN, certify that:

I have reviewed this annual report on form 10-K of PPL Electric Utilities Corporation (the “registrant”) for the year ended December 31,2012;

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 tomake the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the periodcovered by this report;

3. Based on my knowledge, the fmancial statements, and other fmancial information included in this report, fairly present in all materialrespects 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 (asdefmed in Exchange Act Rules l3a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules1 3a-1 5(1) and 1 5d-l 5(1)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under oursupervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to usby 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 underour supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financialstatements 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 aboutthe 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 fmancial reporting that occwTed 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 isreasonably likely to materially affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financialreporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalentfunctions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which arereasonably 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: February 28. 2013 /5/ Gregory N. Dudkin
Gregory N. Dudkin
President
(Principal Executive Officer)
PPL Electric Utilities Corporation
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Exhibit 31(f)

CERTIFICATION

VINCENT SORGI, certify that:

l. I have reviewed this annual report on Form 10-K of PPL Electric Utilities Corporation (the ‘registrant’) for the year ended December 31,2012;

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 tomake the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the periodcovered by this report;

3. Based on my knowledge, the fmancial statements, and other financial information included in this report, fairly present in all materialrespects 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 (asdefmed in Exchange Act Rules l3a-15(e) and l5d-15(e)) and internal control over financial reporting (as defmed in Exchange Act RulesI 3a- 15(f) and I Sd-I 5(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under oursupervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to usby others within those entities, particularly during the period in which this report is being prepared;

b. Desinned such internal control over fmancial reporting, or caused such internal control over financial reporting to be designed underour supervision, to provide reasonable assurance regarding the reliability of fmancial reporting and the preparation of fmancial
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 aboutthe 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’smost recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or isreasonably likely to materially affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over fmancialreporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalentfunctions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which arereasonably 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’sinternal control over financial reporting.

Date: February 2$, 2013 Is! Vincent Sorgi
Vincent Sorgi
Vice President and Chief Accounting Officer
(Principal financial and Accounting Officer)
PPL Electric Utilities Corporation
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Exhibit 3 1(g)

CERTifICATION

hVICTOR
A. STAFFifiRI, certify that:

•... I have reviewed this annual report on Form 10-K of LG&E and KU Energy LLC (the “registrant”) for the year ended December 31, 2012;
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 tomake the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the periodcovered by this report;

3. Based on my knowledge, the fmancial statements, and other financial information included in this report, fairly present in all materialrespects the fmancial 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 (asdefmed in Exchange Act Rules I 3a- 15(e) and 1 5d- 15(e)) and internal control over financial reporting (as defined in Exchange Act Rulesl3a-15(f) and 15d-l5(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 usby others within those entities, particularly during the period in which this report is being prepared;

5. Designed such internal control over fmancial reporting, or caused such internal control over fmancial reporting to be designed underour supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financialstatements 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 aboutthe effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on suchevaluation; and

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’smost recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or isreasonably likely to materially affect, the registrant’s internal control over fmancial reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financialreporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalentfunctions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which arereasonably 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’sinternal control over financial reporting.

Date: February 28, 2013 Is! Victor A. Staffieri
Victor A. Staffieri
Chainnan of the Board, Chief Executive Officer and President
(Principal Executive Officer)
LG&E and KU Energy LLC
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Exhibit 3 1(h)

CERTIFICATION

IKENT
W. BLAKE, certify that:

I have reviewed this annual report on Form 10-K of LG&E and KU Energy LLC (the “registrant’) for the year ended December 31, 2012;

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 tomake 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 (asdefined in Exchange Act Rules 13a- 15(e) and I Sd-I 5(e)) and internal control over fmancial 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 fmancial reporting, or caused such internal control over fmancial reporting to be designed underour 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 fmancial 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

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financialreporting, 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 infornmtion; and

b. My 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: February 2$, 2013 /5/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer and Principal Accounting Officer)
LG&E and KU Energy LIC
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Exhibit 31(i)

CERTIFICATION

jWCTOR

A. STAFF1ERJ, certify that:

I have reviewed this annual report on form 10-K of Louisville Gas and Electric Company (the “registrant”) for the year ended
December 31, 2012;

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 fmancial statements, and other fmancial 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 I 3a- 15(e) and I 5d-1 5(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 fmancial 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 fmancial 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

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over fmancial
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: February 28, 2013 Is! Victor A. Staffleri
\rjctor A. Staffieri
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
Louisville Gas and Electric Company
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Exhibit 31(j)

CERTIFICATION

—.t,,KENT W. BLAKE, certif,i that:

I have reviewed this annual report on Form 10-K of Louisville Gas and Electric Company (the “registrant”) for the year ended
December 31, 2012;

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 fmancial statements, and other fmancial 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
defmed in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over fmancial reporting (as defmed 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 fmancial 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 fmancial 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 fmancial reporting; and

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 fmancial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, sunmmrize 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: February 2$, 2013 Is! Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer and Principal Accounting Officer)
Louisville Gas and Electric Company
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Exhibit 31(k)

CERTIFICATION

VICTOR A. STAFFIERI, certify that:

I have reviewed this annual report on form 10-K of Kentucky Utilities Company (the “registrant) for the year ended December 31, 2012;

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
maice 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 fmancial 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 fmancial reporting, or caused such internal control over fmancial 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

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 wealcnesses in the design or operation of internal control over fmancial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report fmancial 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 fmancial reporting.

Date: February 28, 2013 /sf Victor A. Staffieri
Victor A. Staffieri
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
Kentucky Utilities Company
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Exhibit 31(1)

CERTIFICATION

KENT W. BLAKE, certify that:

I have reviewed this annual report on Form 10-K of Kentucky Utilities Company (the ‘registrant) for the year ended December 31, 2012;

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 1 3a- 15(e) and I 5d-1 5(e)) and internal control over financial reporting (as defined in Exchange Act Rules
13a-15(f) and 15d-15(t)) 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 knoxn 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 fmancial reporting and the preparation of fmancial
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

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 fmancial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial infonriation; and

b. My 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: February 28, 2013 Is! Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer and Principal Accounting Officer)
Kentucky Utilities Company
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Exhibit 32(a)
CERTIFICATE PURSUANT TO 1$ U.S.C. SECTION 1350

AS ADOPTED PURSUANT TO SECTION 906 Of THE SARBANES-OXLEY ACT OF 2002
FOR PPL CORiORATION’S FORM 10-K FOR THE YEAR ENDED DECEMBER 31, 2012

In connection with the annual report on Form 10-K of PPL Corporation (the “Company”) for the year ended December 31, 2012, as filed
with the Securities and Exchange Commission on the date hereof (the “Covered Report”), we, William H. Spence, the Principal Executive Officer
of the Company, and Paul A. Farr, the Principal Financial Officer of the Company, pursuant to 1$ U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, hereby certifi that:

• 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

• The information contained in the Covered Report fairly presents, in all material respects, the fmancial condition and
results of operations of the Company.

Date: february 2$, 2013 Is! William H. Spence
William H. Spence
Chairman, President and Chief Executive Officer
(Principal Executive Officer)
PPL Corporation

Is! Paul A. Farr
Paul A. Farr
Executive Vice President and Chief Financial Officer
(Principal Financial 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.

451



Exhibit 32(b)
CERTIFICATE PURSUANT 10 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 FORM 10-K FOR THE YEAR ENDED DECEMBER 31, 2012

In coenection with the ual report on form 10-K of PPL Ener Supply, LLC (the Company) for the yenr ended December 31, 2012,
s filed with the Securities and Exchange Commission on the date hereof (the “Covered Report), we, David G. DeCampli, the Principal
Executive Officer of the Company, and Paul A. Farn 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 certili that:

• 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

• The information contained in the Covered Report fairly presents, in all material respects, the fmancial condition and
results of operations of the Company.

Date: February 28, 2013 Is! David G. DeCampli
David G. DeCampli
President
(Principal Executive Officer)
PPL Energy Supply, LLC

Is! Paul A. Farr
Paul A. Farr
Executive Vice President
(Principal Financial Officer)
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(c)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350

AS ADOPTED PURSUANT TO SECTION 906 OF TNE SARBANES-OXLEY ACT OF 2002
FOR PPL ELECTRIC UTILIHES CORPORATION’S FORM 10-K FOR THE YEAR ENDED DECEMBER 31, 2012

th connection with the annual report on Form 10-K of PPL Electric Utilities Corporation (the “Company”) for the year ended
iJecember 31, 2012, as filed with the Securities and Exchange Commission on the date hereof (the “Covered Report”), we, Gregory N. Dudkin,
the Principal Executive Officer of the Company, and Vincent Sorgi, the Principal Financial and Accounting 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 certif’ that:

• The Covered Report fuiiy complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of
1934, as amended; and

• The information contained in the Covered Report fairly presents, in all material respects, the financial condition and
results of operations of the Company.

Date: February 28, 2013 /5/ Gregory N. Dudkin
Gregory N. Dudkin
President
(Principal Executive Officer)
PPL Electric Utilities Corporation

Is! Vincent Sorgi
Vincent Sorgi
Vice President and Chief Accounting Officer
(Principal Financial and Accounting Officer)
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 3 2(d)
CERTIFICATE PURSUANT TO 1$ U.S.C. SECTION 1350

AS ADOPTED PURSUANT TO SECTION 906 Of THE SARBANES-OXLEY ACT OF 2002
FOR LG&E AN]) KU ENERGY LLC’S FORM 10-K FOR THE YEAR ENDED DECEMBER 31,2012

C In connection with the annual report on form 10-K of LG&E and KU Energy LLC (the ‘Company’) for the year ended December 31,
2012, as filed with the Securities and Exchange Commission on the date hereof (the “Covered Report”), we, Victor A. Staffieri, the Principal
Executive Officer of the Company, and Kent W. Blake, 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 certif’ that:

• The Covered Report filly complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of
1934, as amended; and

• The information contained in the Covered Report fairly presents, in all material respects, the financial condition and
results of operations of the Company.

Date: February 2$, 2013 Is! Victor A. Staffieri
Victor A. Staffieri
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
LG&E and KU Energy LLC

Is! Kent W. Blake
Kent W. B]ake
Chief Financial Officer
(Principal Financial Officer and Principal Accoimting Officer)
LG&E and KU Energy LLC

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the
ompany and furnished to the Securities and Exchange Commission or its staff upon request.
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Exhibit 32(e)
CERTIFICATE PURSUANT TO 1$ U.S.C. SECTION 1350

AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR LOIJISVILLE GAS AJ’.TD ELECTRIC COMPANYS FORM 10-K FOR THE YEAR ENDED DECEMBER 31,2012

In connection with the annual report on Form 10-K of Louisville Gas and Electric Company (the “Company”) for the year ended
t)ecember 31, 2012, as filed with the Securities and Exchange Commission on the date hereof (the “Covered Report”), we, Victor A. Staffieri, the
Principal Executive Officer of the Company, and Kent W. Blake, 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:

• The Covered Report fuily complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of
1934, as amended; and

• The information contained in the Covered Report fairly presents, in all material respects, the fmancial condition and
results of operations of the Company.

Date: February 2$, 2013 Is! Victor A. Staffieri
Victor A. Staffieri
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
Louisville Gas and Electric Company

1sf Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer and Principal Accounting Officer)
Louisville Gas and Electric Company

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(1)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350

AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR KENTUCKY UTILITIES COMPANS FORM 10-K FOR THE YEAR ENDED DECEMBER 31, 2012

In connection with the annual report on Form 10-K of Kentucky Utilities Company (the “Company”) for the year ended December 31,
012, as filed with the Securities and Exchange Commission on the date hereof (the “Covered Report”), we, Victor A. Staffieri, the Principal
Executive Officer of the Company, and Kent W. Blake, the Principal Financial Officer of the Company, pursuant to 1$ U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, hereby certif’ that:

• 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

• The infom-iation contained in the Covered Report fairly presents, in all material respects, the fmancial condition and
results of operations of the Company.

Date: February 28, 2013 Is! Victor A. Staffieri
Victor A. Staffieri
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
Kentucky Utilities Company

Is! Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer and Principal Accounting Officer)
Kentucky Utilities Company

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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TRANSFER OF ASSETS

In 2012, Louisville Gas and Electric Company (LG&E) transferred a transformer to Kentucky
Utilities (KU) valued at cost of $4,000.00.



flVFERCOMPANY MONTHLY INVOICES

Monthly invoices are prepared for reimbursement of non-fuel related expenses incurred by
LG&E or KU for LG&E, KU, LG&E and KU Services Company (LKS), LG&E and KU
Energy LLC (LKE) and subsidiaries. The invoices are provided to LK$, LKE, and subsidiaries
by the 10th business day of the subsequent month with payment due by the 1 3th business day of
the month. The invoices and cash disbursement requests related to fuel and fuel-related
products are paid throughout the month whenever cumulative unreimbursed amounts of
invoices exceed $1 million. All billings between the regulated utilities (LG&E/KU) and non-
regulated entities (LKS/LKE) are billed and settled on a net basis.

Monthly reconciliation and balancing procedures are peffonried for all entities receiving and
providing intercompany charges to ensure the accuracy of such transactions.

In addition, a monthly summary of charges from PPL Corporation and its subsidiaries is
received by LKS. Certain of these transactions which are directly attributabte to LG&E and KU
are charged to LG&E and KU, but are billed and settled through LKS. In addition, LG&E and
KU have service agreements in place to provide mutual assistance services and rental of data
center facilities to subsidiaries of PPL Corporation. Mutual assistance services are billed by
LG&E and KU to PPL Electric Utilities, Inc. and settled through LG&E, KU or LKS. Data
center rental is billed and settled by LKS on behalf of LG&E and KU to PPL Services
Corporation via PPL Energy Funding Corporation.



INEERCOMPANY POWER SALES ANT) PURCHASES

Monthly journal entries are prepared for off-system sales, off-system and native load purchases,
and intercompany power sales and purchases between LG&E and KU. The After-the-fact
Billing system (AfB) is used to stack hourly energy, which allocates energy sources (generation
and purchased power) to energy sinks (KU native load, LG&E native load and off-system sales
(055)). The stacking is performed based on the energy cost where lowest cost energy is
allocated to native load and highest cost energy is allocated to OSS, consistent with the
companies’ Power Supply System Agreement.

Outputs from the AFB program (queries) are used as inputs into an Excel spreadsheet. The
spreadsheet calculates the allocation of third party and intercompany purchases between LG&E
and KU. ft also calculates the split between native load and off-system purchases, and uses the
generation expenses for both companies to calculate the allocation of 0$S between the
companies.



MARGIN ACCOUNT ALLOCATION

Until November 2011, LG&E and KU participated in the purchase of forward financial power
transactions. As these transactions were either settled or re-valcied throughout the month, the
margin collateral requirements changed accordingly. At the end of each month, the increase or
decrease to the Margin Cash Account (as well as the expense and income) was split between the
two companies. LG&E and KU no longer purchase forward financial power transactions and at
December 31, 2012, there were no margin account balances.



COSTS OF JOINTLY OWNED TREMBLE COUNTY UNIT 2 (TC2)

LG&E and KU constructed a 732 MW summer capacity coal-fired unit, TC2, which is jointly
owned by LG&E (14.25%) and KU (60.75%), together with the Illinois Municipal Electric
Agency and the Indiana Municipal Power Agency (combined 25%). With limited exceptions,
LG&E and KU took care, custody and control of TC2 in January 2011 .The charges for the
construction of Trimble County Unit 2 (TC2) are allocated among the joint owners according to
their respective ownership percentages. IMEA and IMPA are billed 25% of the amounts
allocated to both KU and LG&E in the current month. The actual capital costs for 1C2 are
booked in the current month through either the Accounts Payable system or manual accruals,
depending on the timing of the invoices submitted. TC2 accruals are received from the Project
Engineering department, posted and reversed in the subsequent month. True-ups of actual costs
are performed on a quarterly basis to ensure that all allocation percentages are correct.

Capital costs, fuel, and operating and maintenance expenses incurred only for use at TC2 are
allocated according to the 19% LG&E, 81% KU gross ownership split. Capital costs, fuel and
operating and maintenance expenses incurred for both 1C2 and Trimble County Unit 1 (IC 1),
the existing coal-fired generating unit at the Trimble County facility, are allocated based on the
respective nameplate ratings (52% to LG&E and 48% to KU). Charges allocated to TC1 are
recorded 100% to LG&E.

Note: See Costs of Jointly Owned Combustion Turbines Tab for Combined Cycle Gas Combustion Turbine



ALLOCATION OF JOINTLY-USED BUILDINGS ANT) EQUIPMENT

LG&E Center

Expenses incurred for renting a portion of the LG&E Center are billed to affiliates of LG&E and
KU Energy LLC (LKE) for the occupation of office space by employees of LG&E and KU Services
Company.

The monthly allocation of rent expense for the LG&E Center (comprised of a portion of the
basement, a portion of the first floor (lobby), the second floor, the third floor effective as of the floor
expansion commencement date, floors four through sixteen, the twenty-third floor, and common
areas for which LG&E is billed) is based on the Number of Employees ratio as described in the Cost
Allocation Manual and as calculated annually for the LG&E Center. Charges are allocated to
LG&E, KU and LG&E and KU Capital LLC. The operation and maintenance expenses are
allocated and charged to LKE in equal portions over each annual period and adjusted annually.
These expenses are not considered part of LKE’s minimum lease payments.

Jointly-Used Assets

Jointly-Used Assets are buildings and related assets such as parking lots and driveways which
were originally constructed and owned by a single company (generally either LG&E or KU) but
are subsequently being used by more than one company. Rent is charged to the companies
benefitting from the use of the building assets by the company owning the building.
Jointly used assets include the following locations:

• Broadway Office Complex
• One Quality Street
• Dix Transmission Control
• LG&E Building Leasehold Improvements
• Pineville Call Center
• Morganfield

In addition, the Simpsonville Data Center is ajointly-owned asset (by LG&E and KU) which is
jointly-used by PPL Services Corporation. Rent is charged to PPL based on the terms of a
specific agreement between LG&E and KU Services Company (LKS) and PPL Services
Corporation, known as the Hosting Services Agreement.

LKS Assets

Certain assets (mainly IT assets, such as PC’s, and office furniture) reside on the books of LKS.
These assets are used by the LKS employees to aid them in the performance of their services for
the other affiliates. The depreciation on these assets is allocated based on how the LKS
employees charged their time using their respective CAM ratios.



COSTS OF JOINTLY OWNED COMBUSTION TURBINES

Simple Cycle Combustion Turbines

LG&E and KU jointly own ten combustion turbines (CT) located at the Paddy’s Run facility,
Trimble County Generating Station, and E.W. Brown facility. All operations and maintenance
expenses attributable to the Paddy’s Run, Trimble County, and E.W. Brown CTs are accumulated
and billed according to the percentage of ownership. The percentage of ownership and megawatt
capacity is listed in the table below (capacity based on net summer capability).

facility MW Capacity LG&E KU

Paddy’sRunl3 147 53% 47%
Trimble County 6 157 29% 71%
Trimble County 7 157 37% 63%
Trimble County $ 157 37% 63%
Trimble County 9 157 37% 63%
Trimble County 10 157 37% 63%
E.W.Brown5 112 53% 47%
E.W. Brown 6 146 38% 62%
E.W. Brown 7 146 38% 62%

Automated allocations are processed in the Oracle General Ledger system and generate
intercompany transactions between LG&E and KU. All transactions flow through the intercompany
receivable account. The costs for the Paddy’s Run and Trimble County CTs are accumulated in
LG&E and transferred to KU per the ownership percentage. The costs for the E.W. Brown CTs are
accumulated in KU and transferred to LG&E per the ownership percentage.

When costs are accumulated in LG&E and transferred to KU, an intercompany receivable is debited
and the appropriate expense is credited. KU debits the appropriate expense account and credits an
intercompany receivable. When costs are accumulated in KU and transferred to LG&E, an
intercompany receivable is debited and the appropriate expense is credited. LG&E debits the
appropriate expense account and credits an intercompany receivable. The amounts are then netted
to establish an intercompany receivable for KU or LG&E and an intercompany payable for LG&E
or KU.

Capital charges are paid by one of the utilities and allocated to the other based on percentage of
ownership. Additionally, manual journal entries are prepared each month for the applicable
portion of the gas used by the CTs. The journal entries split the gas cost between LG&E and KU
based on the percentage of ownership.



Combined Cycle Gas Combustion Turbine

In 2012, LG&E and KU commenced construction of a 640 MW summer capacity Natural Gas
Combined Cycle (NGCC) Plant at the Cane Run Site owned by LG&E. This unit (Cane Run 7) is
jointly owned by LG&E (22%) and KU (78%). Cane Run 7 project is the part of a least cost plan
to meet the 877 MW of new generation requirements defined in the 2011 Integrated Resource
Plan. Capital costs of Cane Run 7 are allocated according to the 22% LG&E and 78% KU
ownership split.



CASH COLLECTED AND PAD) BY LG&E ON BEHALF OF KU

For the convenience of our suppliers and customers for purchased power and off system sales, and
due to generating units being jointly dispatched, KU and LG&E have combined their billing and
payments. This gives the appearance of one company to customers and suppliers.

Internally, sales and purchases are split between KU and LG&E and each company records its
payable and receivable to the appropriate account. This split is documented on a monthly
spreadsheet from the Revenue Accounting and Analysis department.

As LG&E makes payments to various vendors for purchased power, the disbursement request is
split into the appropriate portions applicable to each company. LG&E issues the payment through
its Accounts Payable Department and bills KU for the expenditures made on behalf of KU. The
Oracle General Ledger system automatically creates the Intercompany payable and receivable as
transactions are posted. The amotmt KU owes LG&E is included on the Intercompany billing from
LG&E.

As LG&E receives payments for power sales, the money received is split into the appropriate
amounts for each company and a monthly journal entry for the cash received on behalf of KU is
recorded to create a payable to KU.

As payments are received by LG&E (KU) for off system sales, some of the same customers may
have sold power to LG&E (KU). For the customers’ convenience, when the contract allows, the
payments are netted. Netted payments are booked by each titility as the gross amount of the
receivable and payable so that cash received by LG&E (KU) reflects what was owed as both an
Intercompany receivable and an Intercompany payable.

In addition, certain other receivables and payables which benefit both LG&E and KU are processed
through only one of the companies for convenience or efficiency. The cash received and
disbursement requests are split into the appropriate portions applicable to each company.

Intercompany receivables and payables are billed on the normal billing to the respective company
and settled on the 13th business day of the month following the transaction. See Tab 3 for a
description of the intercompany monthly invoices.

Intercompany interest is calculated for these transactions that are paid/held and settled through
Intercompany in compliance with service agreements. Interest is caictilated on a daily-accumulated
balance of monies received and paid by LG&E on behalf of KU, and vice versa. Interest is
calculated from the day the money is received or paid through the day of the Intercompany cash



settlement. The interest rate is a 360-day Goldman Sachs rate, which is supplied by Treasury. A
monthly journal entry is created to book the interest receivable/payable from this calculation.
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CAM Cost Allocation Manual
CCS Customer Care System
EMS Energy Management System
FERC federal Energy Regulatory Commission
FW Human Resources
IT Information Technology
KPSC Kentucky Ptiblic Service Commission
KU Kentucky Utilities Company
LEM LG&E Energy Marketing Inc.
LG&E Louisville Gas and Electric Company
LKC LG&E and KU Capital LLC (formerly E.ON U.S. Capital Corp.)
LKE LG&E and KU Energy LLC (formerly E.ON U.S. LLC and LG&E Energy LLC)
LKE Foundation LG&E and KU Foundation (formerly E.ON U.S. Foundation Inc.)
PPL PPL Corporation
PUHCA 2005 The Public Utility Holding Company Act of 2005
SEC U.S. Securities and Exchange Commission
Servco LG&E and KU Services Company (formerly EON U.S. Services Inc.)
VSCC Virginia State Corporation Conmiission
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I. INTRODUCTION

PUIICA 2005 states that centralized service companies must maintain and make available to the
fERC their books, accounts and other records in the specific manner and preserve them for the
required periods as the FERC prescribes in Title 18 Code of Federal Regulations Part 36$ of the
FERC Uniform System of Accounts. These records must be in sufficient detail to permit
examination, audit, and verification, as necessary and appropriate for the protection of utility
customers with respect to jurisdictional rates. The purpose of this CAIvI is to document the
methods, policies and procedures that Servco will follow in perfonning certain services for
affiliate companies. In developing this CAM the overriding goal was to protect investors and
consumers by ensuring the methods, policies and procedures contained in this CAM were
PUHCA 2005 compliant so that Servco costs are fully segregated, and fairly and equitably
allocated among the affiliate companies. Servco was authorized to conduct business as a service
company for LKE and its various subsidiaries and affiliates by order of the SEC on December 6,
2000, and conmienced operations January 1, 2001. LKE is a Kentucky limited liability company
and the parent of KU and LG&E. KU and LG&E are subject to the jurisdiction of and oversight
by the KPSC. In addition, KU is subject to the jurisdiction of and oversight by the VSCC and
the Tennessee Regulatory Authority. Under Kentucky regulatory law, KU and LG&E are
required to have a cost allocation manual on file with the KPSC. KU is required to have a
services agreement for any affiliate transaction approved by the VSCC prior to the transaction.

Periodic changes to the CAM may be necessary due to future management decisions, changes in
the law, interpretations by state or federal regulatory bodies, changes in structure or activities of
affiliates, or other internal procedures.

II. CORPORATE ORGANIZATION

OVERViEW

LKE is an indirect wholly-owned subsidiary of PPL, headquartered in Allentown, Pennsylvania.
LIKE has five direct subsidiaries: LG&E, KU, LKC, LEM, and Servco. LKE has an affiliate
relationship with LKE Foundation due to overseeing all operations of the foundation.

LIKE and its utility subsidiaries are engaged principally in the generation, transmission,
distribution and sale of electricity. LG&E is also engaged in the storage, distribution, and sale of
natural gas. LKE and its subsidiaries are subject to the regulatory provisions of PU}ICA 2005.
LG&E and KU are subject to regulation by the FERC and the KPSC. KU is also subject to
regulation by state utility commissions in Virginia and Tennessee.

UTiLITY OPERATIONS

LG&E, incorporated in Kentucky in 1913, is a regulated public utility engaged in the generation,
transmission, distribution and sale of electric energy and the storage, distribution and sale of
natural gas. LG&E is a wholly-owned subsidiary of LKE. LG&E supplies electricity and
natural gas to customers in Louisville and adjacent areas in Kentucky. LG&E’s electric service
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area covers approximately 700 square miles in 9 counties in Kentucky and its natural gas service
area covers the same area and an additional $ counties in Kentucky.

KU, incorporated in Kentucky in 1912 and in Virginia in 1991, is a regulated public utility
engaged in the generation, transmission, distribution and sale of electric energy in Kentucky,
Virginia and Tennessee. KU is a wholly-owned subsidiary of LKE. KU provides electricity to
customers in 77 counties in central, southeastern and western Kentucky, to customers in 5
counties in southwestern Virginia and to fewer than 5 customers in Tennessee.

SERVICE COMPANY

$ervco, a Kentucky corporation, is a centralized service company registered under PU}ICA 2005
and is authorized to conduct business as a service company for LKE and its various subsidiaries
and affiliates by order of the SEC dated December 6, 2000, and coimuencing operation January
1, 2001. Servco is the service company for affiliated entities, including LKE, LG&E, KU, LKC,
and LEM and provides a variety of administrative, management, engineering, construction,
enviromnental and support services. Servco provides its services at cost, as permitted under
PUHCA 2005.

Development of the Servco organization was predicated on the fact that if the employee
performed activities benefiting more than one affiliate, that employee would become a part of the
Servco organization. In many respects, employees working in typical finance, administrative and
general, management and other support departments are fully subject to Servco organizational
placement.

Many operational employees dedicated to providing a service to just one affiliate, by definition,
are not subject to Servco placement. However management and support staff overseeing the
business activities of more than one of these operational groups are subject to Servco placement.

On September 30, 2010, Servco changed its legal name to LG&E and KU Services Company
from E.ON U.S. Services Inc.

OTHER BUSINESS OPERATIONS

LKE Foundation, a charitable foundation exempt from federal income tax under Section
501(c)(3) of the litemal Revenue Code, makes charitable contributions to qualified entities.

LKC is a holding company for other LIKE non-utility businesses which are generally inactive
from an operational standpoint, but have certain remaining support or contingent business
obligations.

LEIVI is an inactive non—utility company.

Servco transacts business for LKE foundation. LKC, LEM and PPL and its affiliates on behalf
of LKE.
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III. TRANSACTIONS WITH AFFILIATES

OVERVIEW

LKE formed Servco, as a service company to provide services for affiliated companies. Servco
and affiliated companies (or their parent entities) may enter into service agreements, which may
establish the general terms and conditions for providing those services, including those
mentioned in Section IV of the CAM.

At formation certain LG&E, KU and LIKE employees became employees of Servco and such
employees continued to provide services to the regulated and non-regulated entities.

Regulated affiliates receive services at cost, pursuant to the service agreements. Non-regulated
affiliates generally receive services at cost; however, certain services may pennit pricing at fair-
market value. The provisions included in contracts or service agreements govern transactions
between Servco arid the regulated and non-regulated affiliates.

KU and LG&E are required by the KPSC and the VSCC to use the “stand alone” method for
allocating their respective tax liabilities (or tax benefits) so that such tax liabilities (or tax
benefits) will not exceed the tax liabilities (or tax benefits) each would incur if it filed its tax
returns separately from the consolidated returns filed by PPL Corporation. KU and LG&E have
filed a separate PPL Corporation and Subsidiaries tax allocation agreement with the KPSC and
the VSCC. The allocation of the respective tax liabilities (or tax benefits) of KU and LG&E
therefore are not within the scope of this CAM.

Definitions of Cost

TariffRate — The price charged to customers under applicable tariffs on file with federal
or state regulatory commissions.
Fair Market Value — The price held out by a providing entity to the general ptiblic in the
non-na! course of business (i.e. the price at which a reasonable buyer and a reasonable
seller are willing to transact in the nornal course of business).
Cost — The charge used for transactions with affiliates for which no tariff rate or fair
market value is applicable. Servco follows the definition of cost defined in PUNCA
2005.

lv. DESCRIPTION OF SERVICES

The following table provides service descriptions along with the frequency of services provided
and the primary affiliate receiving the services. See below for definitions of frequency and
primary affiliates. The table also contains the cost assignment methods used to allocate costs for
these services when necessary. Detailed descriptions of cost assignment methods are provided in
Section V.
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Definitions of Frequency

Ongoing — Provided on a prearranged, continuous basis (i.e., daily)
frequent — Provided as requested on a regular basis (i.e., several times per month)
Infrequeitt — Provided as requested on an irregular basis (i.e., several times per year)

Definitions of Primary Affiliates

All charges by Servco to affiliated entities follow the principle of fully distributed cost.
Primary affiliates receiving the service are designated below as:

R — Regulated (LG&E and KU)
NR — Non-regulated (LKC, LEM and LKE Foundation)
A- All
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Service Description Assignment Frequency Primary
Method Affiliate

Retail Business Services - Includes Customer Service; Sales and Marketing: Economic Development Number of Customers Ratios;
and Major Accounts; Meter Reading: Meter Operations: Meter Asset Management: Cash Remittance: Departmental Charge Ratio;
Billing Integrity; Energy Efficiency; and, CCS Retail Business Readiness Number of Meters Ratio:

Revenue Ratio

Customer Service Providing call center and customer communication Number of Ongoing R
services for both electric and gas customers Customers Ratios

Sales and Marketing Providing programs for establishing strategies, oversight Departmental Frequent R
for marketing, sales and branding of utility and related Charge Ratio
services, and conducting marketing and sales programs
for economic development, and demand side
management.

Economic Development and Major Maintaining community development, partnerships with Number of Frequent R
Accounts state, regional, and local economic development allies, Customers Ratio

and customized products and services.

Meter Reading Providing meter reading and meter data services. Departmental Ongoing R
Charge Ratio

Meter Operations Conducting the testing of meters. completion of all Number of Meters Ongoing R
customer-requested service/field credit orders and the Ratio
installation of commercial/industrial meters.

Meter Asset Management Maintaining inventory. quality and environmental issues. Number of Meters Ongoing R
policy and standards, technical support, and logistics. Ratio

Cash Remittance Providing remittance processing. customer payments, Revenue Ratio Ongoing R
and collection services.
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Billing Integrity Administering and providing customer billings and credit Number of
reviews. Customers Ratios

Ongoing R

Energy Efficiency Providing energy efficiency programs to residential and
commercial customers to encourage implementation of
energy saving measures.

Number of
Customers Ratios

Ongoing R

Providing end user support services, development and
capture of business metrics and development, and
delivery of training for the Company’s CCS..Energy Services - Includes Project Engineering; System Laboratory: Generation; fuel Procurement:

Transmission Strategy and Planning: Transmission Protection and Substation: Transmission Line:
Transmission Reliability and Compliance; Transmission System Operations; Transmission EMS:
Transmission Policy & Tariffs; Transmission Balancing Authority; and, Project Development Services

Number of Ongoing R
Customers Ratios

Total Assets Ratio:
Departmental Charge Ratio;
Total Utility Plant Asset Ratio;
Contract Ratio

Project Engineering Coordinating and managing all major generation
construction.

Total Assets Ratio Infrequent R

Generation

Providing system laboratory’ services to the generating
stations.

Providing centralized, fleet-wide technical expertise for
generation asset management, tecimical guidance for
various functional initiatives and coordination of
operational research and development.

Departmental Ongoing R
Charge Ratio

Total Utility Plant Ongoing
Asset Ratio

R

Fuel Procurement Procuring coal, natural gas, oil and other bulk materials
for generation facilities and ensuring compliance with
price and quality provisions of fuel contracts.

Contract Ratio Ongoing R

Service Description Assi2nment Frequency Primary
Method Affiliate

CCS Retail Business

System Laboratory

9



LG&E and KU Services Company
Cost Allocation Manual

Service Description Assi2nment frequency Primary
I’,Iethod Affiliate

Transmission Strategy and Planning Providing transmission system reliability planning and Departmental Ongoing R
identifying current and future upgrades that are needed to Charge Ratio
maintain reliability.

Transmission Protection and Coordinating and managing all maintenance and capital Departmental Ongoing R
Substation upgrades to transmission substations. Charge Ratio

Transmission Line Coordinating and managing all maintenance and capital Departmental Ongoing R
upgrades to the transmission lines. Charge Ratio

Transmission Reliability and Ensuring that the Transmission Department is complying Departmental Ongoing R
Compliance with all applicable regulatory standards. Charge Ratio

Transmission System Operations Providing transmission system control center services. Departmental Ongoing R
Charge Ratio

Transmission EMS Managing and maintaining the Energy Management Departmental Ongoing R
System. Charge Ratio

Transmission Policy & Tariffs Coordinating and managing transmission tariffs and Departmental Ongoing R
agreements with outside parties for use of the Charge Ratio
transmission system.

Transmission Balancing Authority Coordinating and managing the balance between Departmental Ongoing R
scheduled transmission usage and actual transmission Charge Ratio
usage by other cmnpanies.

Project Development Providing project development services to identify and Departmental Ongoing R
develop potential future sources of energy and capacity Charge Ratio
to meet the Company s power supply needs.
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Service Description Assignment frequency Primary
Method Affiliate

Energy Marketing Services — Includes Energy Marketing: Market forecasting: Load Forecasting: Generation Ratio:
and, Generation Planning and Analysis Services Electric Peak Load Ratio;

Departmental Charge Ratio

Energy Marketing Providing market services to take advantage of the Generation Ratio Ongoing R
highest excess generation prices in the open market.

Market Forecasting Providing management services for fmancial forecasts of Generation Ratio frequent R
the utility market.

Load forecasting Providing short- and long-tenn load forecasting services. Generation Ratio Frequent R

Generation Planning and Analysis Providing short- and long-term generation planning Electric Peak Ongoing R
services Load Ratio

Distribution Operations Services — Includes Network Trouble and Dispatch: Mapping and Records Departmental Charge Ratio:
Management: Electric Engineering: Distribution Asset Management: and. Substation Construction and Total Assets Ratio
Maintenance Services.

Network Trouble and Dispatch Providing dispatch services, reporting outage situations Departmental Ongoing R
and coordinating restoration. Charge Ratio

Mapping and Records Management Providing and maintaining the mapping of the electric Departmental Ongoing R
infiastructure. Charge Ratio

Electric Engineering Providing development engineering and construction Departmental Ongoing R
standards, distribution system planning and analysis. Charge Ratio
substation construction project management and
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Service Description Assignment Frequency Primary
Method Affiliate

telecoimnunications systems design and analyses.

Distribution Asset Management Leading management and investment decisions regarding Total Assets Ratio Ongoing R
distribution assets, including resource allocation,
developing unifonn standards and procedures,
determining perfonnance targets and managing assets
infonnntion and data.

Substation Construction and Providing engineering and design services for substation Departmental Frequent R
Maintenance construction, maintenance and operations areas. Charge Ratio

•Finance and Corporate Development Services — Includes Budgeting: Financial Planning: and. Revenue, Total Assets and
Financial Systems Services Number of Employees Ratio;

Number of Employees Ratio;
Departmental Charge Ratio

Budgeting Providing services related to managing, coordinating and Revenue. Total Frequent A
reporting for the budgeting process. Assets and

Number of
Employees Ratio

Financial Planning Providing services related to fmancial planning and Revenue, Total Frequent A
forecasting services, investment analysis and investment Assets and
planning reports. Number of

Employees Ratio

Financial Systems Providing business support and electronic data Number of Ongoing A
processing services for all financial systems including Employees Ratio
Oracle Applications. PowerPlant and PowerTax.
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Service Description Assignment Frequency Primary
Method Affiliate

Controller Organization Services — Includes Internal Financial and Management Reporting; Revenue, Total Assets and
External financial Reporting: Accounting and Reporting: Sundry Billing: Property Accounting; Number of Employees Ratio;
Energy Marketing Accounting: Revenue Accounting: and, Sarbanes-Oxley Compliance Services Total Utility Plant Assets Ratio:

Energy Marketing Ratio;
Retail Revenue Ratio;
Departmental Charge Ratio

Internal Financial and Management Providing internal financial reports including standard Revenue, Total Frequent A
Reporting and ad hoc management reporting. Assets and

Number of
Employees Ratio

External Financial Reporting Providing financial reports required or used by various Revenue, Total Frequent A
external constituencies such as the fERC. the Kentucky Assets and
Public Service Commission, the Virginia State Number of
Corporation Commission, U.S. Department of Energy Employees Ratio
(DOE), liiternal Revenue Service, Municipal Securities
Rulemaking Board and financial institutions.

Accounting and Reporting Providing accounting and reporting in conformity with Revenue. Total Ongoing A
U.S. Generally Accepted Accounting Principles (GAAP) Assets and
and the FERC Unifonn System of Accounts (USofA). Number of
providing accounting research and interpretation at1d Employees Ratio
promulgation of accounting and internal control
procedures, and perfonning U.S. GAAP general ledger
account and project analyses, reconciliations, and
consolidation.
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Service Description Assignment Frequency Primary
Method Affiliate

Sundry Billing Processing miscellaneous and non-standard billings and Revenue, Total Ongoing A
maintaining and monitoring associated accounts Assets and
receivable. Nmnber of

Employees Ratio

Property Accounting Maintaining, analyzing and reporting related to property Total Utility Plant Ongoing A
records. Assets Ratio

Energy Marketing Accounting Performing month-end validation of all power Energy Marketing Ongoing A
transactions and resolving any discrepancies: preparing Ratio
invoices and wires; validating bills from counterparties;
preparing accounting. allocation and analysis of
wholesale sales, wholesale purchases, and intercompany
sales and purchases; and preparing various FERC. fuel
Adjustment Clause. Southwest Power Pool, and DOE
reports.

Revenue Accounting Managing and analyzing internal and external revenue Retail Revenue Ongoing R
reporting. Ratio

Sarbanes-Oxley Compliance Providing coordination, implementation and maintenance Departmental Ongoing A
of the Company’s proam for compliance with the Charge Ratio
Sarbanes-Oxley Act of 2002.

Corporate Tax and Payroll Organization Services — Includes Payroll: Tax Accounting. Compliance Revenue, Total Assets and
and Reporting; Tax Planning; and, Tax Special Projects Services Number of Employees Ratio;

Number of Employees Ratio;
Departmental Charge Ratio
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Service Description Assignment Frequency Primary
Method Affiliate

Payroll Providing payroll services including the managing of Number of Ongoing A
payroll systems. Employees Ratio

Tax Accounting, Compliance and Preparing consolidated and subsidiary federal, state and Revenue. Total Ongoing A
Reporting local income tax returns; current and deferred tax Assets and

accounting: utility gross receipts tax: sales/use tax: LKE Number of
foundation returns and supporting roles for business Employees Ratio
development, and tax legislation.

Tax Planning Providing detailed forecasting of forei. federal and Revenue, Total Infrequent A
state taxes, as well as capital based and property tax Assets and
planning. Number of

Employees Ratio

Tax Special Projects Providing business or project development, asset Revenue, Total Infrequent A
dispositions. tax credit studies, review/analysis of Assets and
proposed tax legislation. etc. Number of

Employees Ratio

Audit Services — Includes Audit Services Project Ratio:
Departmental Charge Ratio

Audit Services Providing independent and objective assurance along Project Ratio Ongoing A
with consulting services and internal controls system
review.

Corporate Finance and Treasury Services — Includes Cash Management and Investment: Corporate Revenue, Total Assets and Number of
finance: Risk Management; Credit Administration; Energy Marketing Trading Controls: and. Energy Employees Ratio;
Marketing Contract Administration Services Total Utility Plant Assets Ratio:

Generation Ratio
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Service Description Assignment FreQuency Primary
Method Affiliate

Departmental Charge Ratio

Cash Management and Investment Providing management and monitoring of cash flows Revenue. Total Ongoing A
including review and acquisition of business entity cash Assets and
requirements and procurement of short-term fmancing Number of
and credit lines. Employees Ratio

Corporate Finance Providing overall fmance options including evaluating Revenue, Total Ongoing A
new financing vehicles and instruments, analyzing Assets and
existing fmancing positions and raising long-term funds Number of
for all entities. Employees Ratio

Risk Management Managing outside providers of risk services comprised of Total Utility Plant Ongoing A
providing insurance and assisting affiliated entities in Assets Ratio
managing property and liability risks including claims,
security. envfromnental, safety and consulting services.

Credit Administration Providing management of credit risk for wholesale Generation Ratio Ongoing A
energy sales and major vendors.

Energy Marketing Trading Controls Performing daily, weekly, monthly and ad hoc reporting Generation Ratio Ongoing A
on the trading portfolios related to total exposure. trading
limits, and mark—to-market calculations. Other activities
include performing an independent valuation and
validation of significant transactions. valuation
algorithms. ensuring trading system security and testing
trading system enhancements.
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Service Description Assignment frequency Primary
Method Affiliate

Energy Marketing Contract Negotiating contracts with counterparties, administrating Generation Ratio Ongoing A
Administration contracts, and maintaining contracts within the trading

systems. Additional activities include assisting various
departments with contract disputes and preparing and
validating confirmations

Supply Chain and Logistics Services — Includes Procurement and Major Contracts; Strategic Non-fuel Material and Services
Sourcing: Materials Logistics; Sourcing Support; Accounts Payable; and, Supplier Diversity Services Expenditures Ratio;

Nmnber of Transactions Ratio;
Departmental Charge Ratio

Procurement and Major Contracts Providing for and administering major contract Non-Fuel Ongoing A
negotiations. requests for quotes, supplier relations and Material and
order placement services. Services

Expenditures
Ratio

Strategic Sourcing Providing strategic sourcing services such as maintaining Non-Fuel Ongoing A
and analyzing the supplier base and performing supplier Material and
se]ection activities including contract negotiations and Services
ongoing compliance. Expenditures

Ratio

Materials Logistics Providing order management, materials handling and Non-Fuel Ongoing R
logistics, and inventory management services. Material and

Services
Expenditures
Ratio
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Service Description Assignment Frequency Primary
Method Affiliate

Sourcing Support Providing order management and general field support Non-Fuel Ongoing R
services for system maintenance, developing and Material and
monitoring of key performance metrics, supplying day to Services
day variance and reconciliation reporting services, and Expenditures
performing supplier certification services. Ratio

Accounts Payable Processing payments for purchase orders, check requests, Number of Ongoing A
employees’ expense reimbursements. etc., and providing Transactions
ad-hoc research and analysis services. Ratio

Supplier Diversity Identifying qualified minority and women owned Non-Fuel Ongoing A
businesses that are able to participate in competitive Material and
bidding opportunities, perfonn on-going work and Services
ultimately become key suppliers to LIKE and Expenditures
subsidiaries. Ratio

IT Services — Includes if Corporate Functions: IT Securiw and Administrative: IT Enhancements: if Number of Employees Ratio:
Applications: if Client: and, if Platform Services Departmental Charge Ratio

if Corporate Functions Providing services associated with corporate functions, Number of Ongoing A
not specific companies or work groups. and include Employees Ratio
groups such as if Project Management and Controls, if
Training, and if Strategy and Planning. This function is
where corporate standards and programs are developed
and administered.

IT Security and Administrative Providing services associated with non-project Number of Ongoing A
management, security and administrative support. This Employees Ratio
function includes developing and adninristering security

18



LC&E and KU Services Company
Cost Allocation Manual

Service Description Assi2nment Frequency Primary
Method Affiliate

policies and procedures.

if Enhancements Providing discretionary, project-based work done in if. Number of Frequent A
These projects create new client value or add business Employees Ratio
value to existing products/services.

if Applications Providing services associated with each of the existing Number of Ongoing A
applications that if provides to the business, for example Employees Ratio
Oracle Applications, PeopleSoft. etc. These services
include costs incurred related to application license fees
and application support costs.

if Client Providing services associated with existing end user tools Number of Ongoing A
and related productivity software that the users can Employees Ratio
identify and interact with, such as a personal computer,
telephone, email and file and print services.

if Platform Providing services associated with shared computing Number of Ongoing A
platforms, databases, network and if Service Desk. Employees Ratio

Compliance, Legal, and Environmental Affairs Services — Includes Legal; Compliance; and. Departmental Charge Ratio:
Environmental Affairs Services Number of Employees Ratio:

Electric Peak Load Ratio

Legal Providing various legal services for all affiliated entities Departmental Ongoing A
including in-house counsel and staff assistance in the Charge Ratio
areas of, among others, corporate and securities law,
employment law, energy, public utility and regulatory
law, contract law, litigation. environmental law and
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Service Description Assignment FreQuency Primary
Method Affiliate

intellectual property law, evaluating legal claims and
managing legal fees for outside counsel.

Compliance Providing various compliance services for all affiliated Number of Ongoing A
entities including compliance assessment and risk Employees Ratio
management, code of conduct, anti-fraud, ethics and
helpline management, etc.

Environmental Affairs Providing management services related to performing Electric Peak frequent R
analyses, monitoring and advocacy of regulatory and Load Ratio
legislative environmental matters including securing of
permits and approvals, providing environmental
technical expertise, and representing the Company in
industry groups and before regulatory agencies dealing
with environmental issues.

Regulatory Affairs and Government Affairs Management Services — Includes Regulatory Affairs; Revenue Ratio:
and, Government Affairs Management Services Departmental Charge Ratio

Regulatory Affairs Providing management services for compliance with all Revenue Ratio Ongoing R
laws, regulations and other policy requirements,
including regulatory filings, expert testimony, tariff
administration and compliance, pricing support, and
development and monitoring of positions regarding
ongoing regulatory matters.

Government Affairs Management Maintaining relationships with government policy Departmental frequent A
makers and conducting lobbying activities. Charge Ratio
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Service Description Assignment frequency Primary
Method Affiliate

Corporate Communications and Public Affairs Management Services — Includes Internal Number of Employees Ratio;
Communications; External and Brand Communications; and, Public Affairs Management Services Departmental Charge Ratio

Internal Communications Providing employee and customer-directed Number of Frequent A
communications including company intranet/intemet, Employees Ratio
employee newsletters, amlouncements, speeches, graphic
design. presentations and customer newsletters and bill
inserts.

External and Brand Providing all administrative and management support for Departmental frequent A
Communications external communication services, brand image Charge Ratio

management and corporate events.

Ptiblic Affairs Management Providing community relations functions, Departmental frequent A
conmiwricating public information to local organizations Charge Ratio
and providing oversight for conmumications to
employees.

Operating Services — Includes facilities and Buildings: Security; Production Mail: Docmnent; and. Departmental Charge Ratio:
Right-of-Way Services Number of Customers Ratio;

Number of Employees Ratio

Facilities and Buildings Providing building and grounds maintenance including Departmental Ongoing A
coordination of office furniture and equipment Charge Ratio
purchases/leases, space utilization and layout, and
building code and fire protection services.

Security Providing security personnel, security and monitoring Departmental Ongoing A
devices for all affiliated entities. Charge Ratio
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Service Description Assignment Frequency Primary
Method Affiliate

Production Mail Providing production mail services for customer bills and Number of Ongoing R
other large customer mailings. Customers Ratio

Document Providing docmnent printing, reproduction services Number of Ongoing A
including mail delivery, scanning, off-site storage and Employees Ratio
document service desk support.

Right-of-Way Obtaining and retaining easements or fee simple property Number of Ongoing R
for placement and operation of company and affiliate Customers Ratio
equipment as well as managing real estate assets and
maintaining real estate records.

t Transportation Services — Includes Transportation Services Transportation Resource Management
System Chargeback Ratio;
Departmental Charge Ratio

Transportation Providing and operating transportation fleet for all Transportation Ongoing A
affiliated companies including developing fleet policy, Resource
administering regulatory compliance programs. Management
managing repair and maintenance of vehicles and System
procuring vehicles Chargeback Ratio

KR Services — Includes HR Compensation; HR Benefits; HR Employee Diversity FIR Health and Number of Employees Ratio;
Safety: HR Organization Development and Training; HR; Technical and Safety Training; and, Departmental Charge Ratio
Industrial Relations Management Services

HR Compensation Providing services relating to the establishment and Number of Frequent A
oversight of compensation policies for employees. Employees Ratio
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Service Description Assienment Frequency Primary
Method Affiliate

HR Benefits Providing services relating to the establislmwnt and Number of Frequent A
oversight of benefits plans for employees, retirees and Employees Ratio
survivors. This also includes vendor management,
compliance with various laws and regulations,
administrative vendor billings, and maintenance of all
personnel records.

HR Employee Diversity Providing initiatives and programs designed to support Departmental Frequent A
the company’s diversity strategy, with an emphasis on Charge Ratio
creating, designing and implementing the strategies and
programs to achieve the company’s diversity vision.
This includes fostering and managing the internal and
external relationships necessary to driving initiatives
within the company and wider community customer
base.

HR Health and Safety Providing services relating to the establishment and Nmnber of Frequent A
oversight of health and safety policies for employees. Employees Ratio

HR Organization Development and Providing initiatives and programs designed to support Number of Frequent A
Training personal and professional growth, with an emphasis on Employees Ratio

employee and leadership training, individual and career
development, perfonnance management, coaching,
mentoring, succession planning, employee engagement,
and expatriate support.

HR Providing services relating to operational and strategic Nmnber of Frequent A
human resources management. Employees Ratio
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Service Description Assignment Frequency Primary
Method Affiliate

Technical and Safety Training Providing training services on technical and safety Number of frequent R
matters primarily for the Energy Delivery and Energy Employees Ratio
Services businesses.

Industrial Relations Management Providing communication and oversight for union Number of Frequent R
matters, negotiation of union contracts, and union dispute Employees Ratio
resolution services.

Executive Management Services — Includes Executive Management Services Departmental Charge Ratio

Executive Management Providing executive leadership to the corporation, the Departmental Ongoing A
cost of which is comprised of the compensation and Charge Ratio
benefits of the corporate officers and executive
assistants.
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V. COST ASSIGNMENT METHODS

OVERViEW

The costs of services provided by Servco will be directly assigned, distributed or allocated by activity,
project, program, work order or other appropriate basis. The primary basis for charges to affiliates is the
direct charge method (see section VI for time reporting procedures). The methodologies listed below
pertain to all other costs which are not directly assigned but which make up the fully distributed cost of
providing the service.

Directly Assignable — Expenses incurred for activities and services exclusively for the benefit of
one affiliate. In many respects, these types of expenses relate to non-Servco employees that
perform dedicated services to one affiliate, although Servco employees also directly report where
feasible.

Directly Attributable — Expenses incurred for activities and services that benefit more than one
affiliate and which can be apportioned using direct measures of costs causation.

Indirectly Attributable — Expenses incurred for activities and services that benefit more than one
affiliate and which can be apportioned using general measures of cost causation.

Unattributabte — Expenses or portions thereof incurred for activities and services that have been
determined as not appropriate for apportiomnent. The unattributable portions of these costs relate
primarily to activities such as corporate diversification, political or philanthropic endeavors and,
as such, may be charged, in whole or in part, to LKC.
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ASSIGNMENT METHODS

Servco will allocate the costs of service among the affiliated companies using one of several methods
that most accurately distributes the costs. The method of cost allocation varies based on the department
rendering the service. Any of the methods may be adjusted for any known and reasonably quantifiable
events, or at such time as may be required due to significant changes in the business, but are generally
determined annually. The assignment methods used by Servco are as follows:

Contract Ratio — Based on the sum of the physical amount (i.e. tons of coal, cubic feet of natural gas)
of the contract for both coal and natural gas for the immediately preceding twelve consecutive calendar
months, the numerator of which is for an operating company or an affected affiliate company and the
denominator of which is for all operating companies and affected affiliate companies. This ratio is
calculated on an annual basis. Any changes in the ratio will be determined no later than May 1St of the
following calendar year, and charges to date will be reallocated for any significant changes in the ratio
from that used in the prior year.

Departmental Charge Ratio — A specific Servco department ratio based upon various factors. The
departmental charge ratio typically applies to indirectly attributable costs such as departmental
administrative, support, and/or material and supply costs that benefit more than one affiliate and that
require allocation using general measures of cost causation. Methods for assignment are department-
specific depending on the type of service being performed and are documented and monitored by the
Budget Coordinators for each department. The numerator and denominator vary by department. The
ratio is based upon various factors such as labor hours, labor dollars, departmental or entity headcount,
capital expenditures, operations & maintenance costs, retail energy sales, charitable contributions,
generating plant sites, average allocation of direct reports, net book value of utility plant, total line of
business assets, electric capital expenditures, substation assets and transformer assets. These ratios are
calculated on an annual basis. Any changes in these ratios will be determined no later than May ySt of
the following calendar year, and charges to date will be reallocated for any significant changes in any of
these ratios from that used in the prior year.

Electric Peak Load Ratio — Based on the sum of the monthly electric maximum system demands for
the immediately preceding twelve consecutive calendar months, the numerator of which is for an
operating company and the denominator of which is for all operating companies. This ratio is calculated
on an annual basis. Any changes in the ratio will be determined no later than May 15t of the following
calendar year, and charges to date will be reallocated for any significant changes in the ratio from that
used in the prior year.

Energy Marketing Ratio — Based on the absolute value of megawatt hours purchased and sold for the
inimediately preceding twelve consecutive calendar months, the numerator of which is for an operating
company or an affiliate and the denominator of which is for all operating companies and affected
affiliate companies. This ratio is calculated on an annual basis. Any changes in the ratio will be
determined no later than May 1st of the following calendar year, and charges to date will be reallocated
for any significant changes in the ratio from that used in the prior year.
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Generation Ratio — Based on the annual forecast of megawatt hours, the numerator of which is for an
operating company or an affiliate and the denominator of which is for all operating companies and
affected affiliate companies. This ratio is calculated on an annual basis. Any changes in the ratio will
be detennined no later than May 1st of the following calendar year, and charges to date will be
reallocated for any significant changes in the ratio from that used in the prior year.

Non-Fuel Material and Services Expenditures — Based on non-fuel material and services
expenditures, net of reimbursements, for the immediately preceding twelve consecutive calendar
months. The numerator is equal to such expenditures for a specific entity and/or line-of-business as
appropriate and the denominator is equal to such expenditures for all applicable entities. This ratio is
calculated on an annual basis. Any changes in the ratio will be determined no later than May 1st of the
following calendar year, and charges to date will be reallocated for any significant changes in the ratio
from that used in the prior year.

Number of Customers Ratio — Based on the number of retail electric andlor gas customers. This ratio
will be determined based on the actual number of customers at the end of the previous calendar year. In
some cases, the ratio may be calculated based on the type of customer class being served (i.e.
Residential, Commercial or Industrial). The numerator is the total number of each Company’s retail
customers. The denominator is the total number of retail customers for both LG&E and KU. This ratio
is calculated on an annual basis. Any changes in the ratio will be determined no later than May 1st of the
following calendar year, and charges to date will be reallocated for any significant changes in the ratio
from that used in the prior year.

Number of Employees Ratio — Based on the number of employees benefiting from the performance of
a service. This ratio will be determined based on actual counts of applicable employees at the end of the
previotis calendar year. A two-step assignment methodology is utilized to properly allocate Servco
employee costs to the proper legal entity. The numerator for the first step of this ratio is the total
number of employees for each specific company, and the denominator is the total number of employees
for all companies in which an allocator is assigned (i.e. LG&E, KU and Servco). for the second step,
the ratio of Servco to total employees will then be allocated to the other companies (LG&E, KU and
LKC) based on each company’s ratio of labor dollars to total labor dollars. (LKC has no employees, but
non-utility related labor is charged to it.) This ratio is calculated on an annual basis. Any changes in the
ratio will be determined no later than May 1st of the following calendar year, and charges to date will be
reallocated for any significant changes in the ratio from that used in the prior year.

Number of Meters Ratio — Based on the number or types of meters being utilized by all levels of
customer classes within the system for the immediately preceding twelve consecutive calendar months.
The numerator is eqtial to the number of meters for each utility and the denominator is equal to the total
meters for KU and LG&E. This ratio is calculated on an aimual basis. Any changes in the ratio will be
detennined no later than May l of the following calendar year, and charges to date will be reallocated
for any significant changes in the ratio from that used in the prior year.

Number of Transactions Ratio— Based on the sum of transactions occurring in the immediately
preceding twelve consecutive calendar months, the numerator of which is for an operating company or
an affected affiliate company and the denominator of which is for all operating companies and affected
affiliate companies. For example, services pertaining to Materials Logistics would define the
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transaction as the number of items ordered, picked and disbursed out of the warehouse. Services
pertaining to Accounts Payable would define the transaction as the number of invoices processed. The
Controller’s organization is responsible for maintaining and monitoring specific product/service
methodology documentation for acti.tal transactions related to Servco billings. This ratio is calculated on
an annual basis. Any changes in the ratio will be detennined no later than May 1st of the following
calendar year, and charges to date will be reallocated for any significant changes in the ratio from that
used in the prior year.

Project Ratio — Based on the total costs for any departmental or affiliate project for the immediately
preceding twelve consecutive calendar months, the numerator of which is for an operating company or
an affected affiliate company and the denominator of which is for all operating companies and affected
affiliate companies. This ratio is calculated on an annual basis. Any changes in the ratio will be
determined no later than May 1st of the following calendar year, and charges to date will be reallocated
for any significant changes in the ratio from that used in the prior year.

Retail Revenue Ratio — Based on utility revenues, excluding energy marketing revenues, for the
immediately preceding twelve consecutive calendar months, the numerator of which is for an operating
company or an affiliate and the denominator of which is for all operating companies and affected
affiliate companies. This ratio is calculated on an annual basis. Any changes in the ratio will be
detennined no later than May 1St of the following calendar year, and charges to date will be reallocated
for any significant changes in the ratio from that used in the prior year.

Revenue Ratio — Based on the sum of the revenue for the immediately preceding twelve consecutive
calendar months, the numerator of which is for an operating company or an affected affiliate company
and the denominator of which is for all operating companies and affected affiliate companies. This ratio
is calculated on an annual basis. Any changes in the ratio will be determined no later than May 1st of the
following calendar year, and charges to date will be reallocated for any significant changes in the ratio
from that used in the prior year.

Revenue, Total Assets and Number of Employees Ratio — Based on an average of the revenue, total
assets and number of employees ratios. This ratio is independently calculated for LG&E and KU. The
numerator is the sum of Revenue Ratio, Total Assets Ratio and Number of Employees Ratio for the
specific company. The denominator is three — the number of ratios being averaged. This ratio is
calculated on an annual basis. Any changes in the ratio will be determined no later than May 15t of the
following calendar year, and charges to date will be reallocated for any significant changes in the ratio
from that used in the prior year.

Total Assets Ratio — Based on the total assets at year end for the preceding year. li the event ofjoint
ownership of a specific asset, asset ownership percentages are utilized to assign costs. The numerator is
the total assets for each specific company at the end of the preceding year. The denominator is the sum
of total assets for each company in which an allocator is assigned (LG&E, KU and LKC). This ratio is
calctilated on an annual basis. Any changes in the ratio will be determined no later than May l of the
following calendar year, and charges to date will be reallocated for any significant changes in the ratio
from that used in the prior year.
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Total Utility Plant Assets Ratio — Based on the total utility plant assets at year end for the preceding
year, the numerator of which is for an operating company or affected affiliate company and the
denominator of which is for all operating companies and affected affiliate companies. In the event of
joint ownership of a specific asset, ownership percentages are utilized to assign costs. This ratio is
calculated on an annual basis. My changes in the ratio will be determined no later than May 1st of the
following calendar year, and charges to date will be reallocated for any significant changes in the ratio
from that used in the prior year.

Transportation Resource Management System Chargeback Ratio — Based on the costs associated
with providing and operating transportation fleet for all affiliated companies including developing fleet
policy, administering regulatory compliance programs, managing repair and maintenance of vehicles
and procuring vehicles. Such rates are applied based on the specific equipment employment and the
measured usage of services by the various company entities. This ratio is calculated monthly based on
the actual transportation charges from the previous month. The numerator is the department labor
charged to a specific company. The denominator is the total labor costs for the specific department.
The ratio is then multiplied by the total transportation costs to determine the amount charged to each
company.

Utility Ownership Percentages — Based on the contractual ownership percentages ofjointly-owned
generating units. This ratio is updated as a result of a new jointly-owned generating unit, and is based on
the total forecasted energy needs. The numerator is the specific company’s forecasted incremental
capacity and/or energy needs. The denominator is the total incremental capacity and/or energy needs of
all companies.
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VI. TIME DISTRIBUTION, BILLING AN]) ASSET TRANSFER
POLICIES

OVERVIEW

Servco utilizes Oracle or other financial systems in which project/task combinations are set up to
equate to services. In some cases, departments have set up many projects/tasks that map to
services. In many cases, there is a one to one relationship between the project/task and the
service. The Oracle system also automatically captures the home company (providing the
service) and the charge company (receiving the service). Regardless of the method of reporting,
charges related to specific services reside on the company receiving the service and therefore can
be identified for billing purposes as well as for preparation of Servco financial statements. This
ensures that:

1. Separation of costs between regulated and non-regulated affiliates will be
maintained

2. Intercompany transactions and related billings are structured so that non-
regulated activities are not subsidized by regulated affiliates

3. Adequate audit trails exist on the books and records

BILLING POLICIES

Billings for transactions between Servco and affiliates are issued on a timely basis with
documentation sufficient to provide the receiving party with enough detail to understand the
nature of the billing, the relevant components, and other information as required by affiliates.
Financial settlements for transactions are made within 30 days. Interest charges, which are based
on market rates for similar maturities of similarly rated entities as of the date of the loan, may
apply.

ASSET TRANSFERS

Unless otherwise pennifted by regulatory authority or exception, (i) transfers or sales of assets
from regulated affiliates to non-regulated affiliates will be priced at the greater of cost or fair
market value; (ii) transfers or sales of assets from non-regulated affiliates to regtilated affiliates
will be priced at the lower of cost or fair market value and (iii) transfers of assets between
regulated affiliates shall be priced at no more than cost less depreciation. Settlement of liabilities
will be treated in the same manner.
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TIME DISTRIBUTION

Servco has three methods of distribution to record employee salaries and wages while providing
services for the affiliated entities: Positive time reporting, allocation time reporting and
exception time reporting. Each department’s job activities will dictate the time reporting method
used.

Positive Time Reporting

Positive time reporting or direct time reporting requires all employees in a department to track all
chargeable hours every day. Time may be charged to the nearest quarter hour.

Departments that have positive time reporting have labor-based activities that are easily trackable
given the project/task code combinations noted above. All employees are given appropriate
project numbers that are associated with the service that is being provided. The proper coding
for direct assignment of costs is on various source documents, including the Virtual Online Time
System (VOLTS) and disbursement requests. Each department or project manager is responsible
for ensuring employees charge the appropriate charge codes for the services performed. This
form of time reporting is documented in the VOLTS, which upon completion, is approved by the
employees’ immediate supervisor.

Allocation Time Reporting

Allocation time reporting allows for certain departments to set up a predefined allocation
percentage to affiliated company project/tasks. This is typically the case when the department is
transaction-based, therefore, perfonning routine, similar tasks benefiting multiple affiliates.
Each department will use its ratio (see ratio assignment listing in section V) that was assigned by
its Budget Coordinator to allocate the appropriate time to individual charge numbers that are
associated to that department’s services. Unless otherwise permitted by regulatory authority or
exception, the selection of ratios and the calculation of allocation percentages should be derived
from or bear relationship to an empirical analysis of a prior representative period. These
allocation percentages are reviewed on an animal basis to update to actual allocation percentages
when needed.

Exception Time Reporting

If an employee was working on a completely new project that had not been defined within the
monthly or annual allocation process, then the employee would be given the new allocation with
project/task code, update his/her time allocation accordingly and get his/her manager’s approval.
If an allocation from a previous pay period needs to be adjusted then that correction can be
entered into the VOLTS by using the “in and out” function.

31



KENTUCKY UTILITIES COMPANY
EXHIBIT INDEX

FOR THE PERIOD JANUARY 1,2012 - DECEMBER 31, 2012

Exhibit VASCC - 1 LG&E and KU Services Company Intercompany Cost
Attribution Matrix (KU Provider of Services)

Exhibit VASCC - 1A Annual Report of Affiliate Transactions with
Louisville Gas and Electric Company (LG&E)

Exhibit VASCC - lB Annual Report of Affiliate Transactions with
LG&E and KU Services Company (Western Kentucky Energy Corp)

Exhibit VASCC - 1 C Annual Report of Affiliate Transactions with
LG&E and KU Services Company (LG&E and KU Capital LLC)

Exhibit VASCC - 1 D Annual Report of Affiliate Transactions with
LG&E and KU Services Company (LG&E and KU Energy LLC)

Exhibit VASCC - 1 E Annual Report of Affiliate Transactions with
PPL Energy Funding Corporation, on behalf of PPL Electric Utilities Corporation

Exhibit VASCC - iF Annual Report of Affiliate Transactions with
LG&E and KU Services Company (PPL Energy Funding Corporation, on behalf of PPL Services Corporation)

Exhibit VASCC - 1 G Annual Report of Affiliate Transactions with
LG&E and KU Services Company (LG&E Energy Marketing Inc)

Exhibit VASCC -2 LG&E and KU Services Company Intercompany Cost
Attribution Matrix (KU Redpient of Services)

Exhibit VASCC - 2A Annual Report of Affiliate Transactions with
Louisville Gas and Electric Company (LG&E)

Exhibit VASCC - 2B Annual Report of Affiliate Transactions with
LG&E and KU Services Company

Exhibit VASCC - 2C Annual Report of Affiliate Transactions with
LG&E and KU Services Company (LG&E and KU Capital LLC)

Exhibit VASCC - 2D Annual Report of Affiliate Transactions with
LG&E and KU Services Company (LG&E and KU Energy LLC)

Exhibit VASCC - 2E Annual Report of Affiliate Transactions with
LG&E and KU Services Company (PPL Energy Funding Corporation, on behalf of PPL Services Corporation)

Exhibit VASCC - 2F Annual Report of Affiliate Transactions with
LG&E and KU Services Company (PPL Energy Supply, LLC)

Exhibit VASCC - 2G Annual Report of Affiliate Transactions with
LG&E and KU Services Company (PPL Energy Funding Corporation, on behalf of PPL Corporation)

Exhibit VASCC - 2H Annual Report of Affiliate Transactions with
PPL Services Corporation on behalf of PPL Electric Utilities Corporation



.

.

.



k.etAoJy Utilities Cot’p.ot
Affiliate 19,600.1

201210134.13120 Coot 01140,1143 Moths

309,ooldo,otl.tokes

Opaestoe. Depsthtbn ktt-U Fob-n Moon Dot-U M3t13 00.3-n Join 3o3-n Sop-fl 023-U 96o*U 00.-U Toni
Coop00008. ball, sod Oie.,,.etstoff.lto loesAoo 14100003) 45100 1.31 08310 01.00
Coel,oliesOtpo.OoiboOoooAeo

4.75 2.73
Cotp.o.te C.e”eosA.t00ss s.d 5411,45.4. Matagoetoot Ooeskes 36173 331.27 154010
Cotp.toleFio03090olff,e.es,y12toAoo 311367213 0.107.307.37 1337,27182 0.017.12123 1311314.37 2321322.10 1,411,10010 0,134 330.41 345073334 1410,03109 4,114,333.74 494,07356 45,614,457.77
Coooo,otelo.oelPoy,40 Otg.oio.l00’ 09.16.1 13083.36 2,020.07 0133.30502 1037,501.12 1873,16 06144313.44 1000,60 2.01311 12116,614.06 1916.42 112007 6,529,23036 44110100.71
0001,004160 Opo.olDool.es*es 3243131 4121.10 1370,33 1124421 6.44433 3,250.47 7,626.40 00,04433 127,474.63 040,747.03 128303.00 141349.04 1336 080.36
393.33 Met6314g 14,100.1 2661.72197 674,330.14 113.30476 60403233 591114,63 0,131001.32 1154,312.12 639,17990 1075 21003 1476 43511 “8416.12 640,374.14 12,33135725

1414397,14 4392,140.71 1.61241764 117178596 0407,143.34 1,134406.14 3.115.65151 2,41454435 1014.65911 3.455.033.13 0030,127.14 3.03853012 11,130,73307
Jnooti,o M.o.33es.oI 0o,00es 0170343 17,42634 44,639.64 12,110.37 44,43333 12,510.00 14.136,34 14,333,” 14.95320 03,044.49 91,720.33 44,64000 300,049,97
3900,110.1 40,373,53 40,030,61 08,69439 40,253,61 57,03956 40,368.11 31,20330 61,403.40 04,31374 30,339.39 49,140.97 63.93111 52101451
03..,ion 10,146.12 7,665.04 60,31401 41613.35 3,14879 3,61440 10,374.60 9,454.34 14,551.73 61,046.61 12,340,14 43,964.45 112,50533
Op.t.tioglstok., 431,674,13 62,316.64 0,50040 344,339.36 120,546.31 391434.90 1133,120.60
93641011,y Aloles oodlo,o,oooot Affoles M13349ff93t 03,31031 043.33 234.OJ 200,31 490.14 196.16 97104 3,601.56 11690441 204.04 277.03 433.71 201,96 5.36333
9.1.11 aoolo.osOorAio., 22,043,93 (9,103.00) 1373,30 1770,36 0,360.33 4,33391 27,604.16 5,641.91 44321.65 4,320.70 14197123 41,133.41 174,93135
SApply (lob 0940460031010,3113, 417.49 63,00 413.00 44630 0,40 4.070,93 346,30 (1332.60) (71340.04) (06.176.34)
T,.o,poootl.o 00,30090 14.00 49361 365,66 4923.53 4,704.90
Totol 7,374,124.74 5,683240.16 3,194,495.33 2,113,435.72 5,019,364,94 11343.123.30 11493305.34 3,301.776.41 21004.944.00 6,739,75144 1.445.100.33 12,334197.91 126,631752.40

Ochedo00 350



Exhibit No. VASCC-1A
KENTUCKY UtLfl1ES COMPANY

ANNUAL REPORT OF AFFILIATE TRANSACUONS WITH
LOUISViLLE GAS AND ELECTRIC COMPANY

January 1,2012 - December 31,2012

No. 10 Kentucky Utilities Company, d/b/a/ Old Dominion Power Company, shsll file an Armual Report of Affiliate Transactions
undertaken with Louisville Gas and Electric Company and LG&E and KU Services Company with the Director of
Public Utility Accounting of the Commission by on later than May 1 of each year, for the preceding calendar year,
begiming May 1, 1999. Such report should include the following information:
1) affiliate’s name;
2) description of each affiliate arrangement/agreement;
3) dates of each affiliate arrangement/agreement;
4) total dollar amount of each affiliate arrangement/agreement;
5) component costs of each arrangement/agreement wtiere services are provided to an affiliate )i.e., direct/indirect

labor, fringe benefits, travel/housing, materials, supplies, indirect miscellaneous espenses, equipment/facilities
charges, and overheads);

6) profit component of each arrangement/agreement where services are provided to an affiliate and how such
component is determined;

7) comparable market values and documentation related to each arrangement/agreement;
8) percent/dollar amount of each affiliate arrangement/agreement charged to expense and/or capital accounts;
9) allocation basesftactors for allocated costs;
10) list and description of each utility asset transfer over $250,000; and
11) list by functional group of utility assets transfers valued less than $250,000.

RESPONSES:
1) Louisville Gas and Electric Company

2) 2011 Utility Money Pool Agreement, Case Number: PUE-2011-00110’
Amended and Restated Utility Services Agreement, Case Number: PUE-2012-00033

3) December 1,2011 & June 15, 2012 respectively

4) $17.89 and $76,589,599.30, respectively

5) Component costs are:

Direct-Indirect Labor $ 611,174.51
Fringe Benefits/Overheads $ 549,284.46
Equipment/Facilities $ 360,307.89
Materials/Fuels $ 3,745,539.19
Outside Services $ 759,301.19
Indirect Miscellaneous Charges (Vouchers) $ 52,411,023.66
Capital Expenditures $ 8,053,313.44
Power Sales/Purchases $ 10,099,672.85

$ 76,589,617.19

6) LG&E’s and KU’s cost allocation policies are to use at-cost pricing for affiliate transactions, without any profit component.

7) Transfers or sales of assets, goods or services between KU and LG&E are priced at cost, which approximates
market value.

8) All costs charged to LG&E are charged to Intercompany accounts. The breakdown of services provided by KU for
LG&E consists of 10.51% Capital expense with a cost of $8,053,313.44 and 89.49% total expense with a cost of
$68,536,303.75

9) Allocation percentages for overhead calculations on labor as applicable in 2012 are as follows:
Part-Time Labor 99.01%
Temporary Labor 17.71%
Full-Time Labor 99.01%

Allocation percentages for overhead calculations on material issued from inventory in 2012 are as follows:
Stores, Freight & Handling - T & D 27.62%
Stores, Freight & Handling - Production 27.62%

Allocation percentages on labor and non-labor for capital projects in 2012 are as follows:
Construction Overheads - Distribution 14.50%
Construction Overheads - Production 0.00%
Construction Overheads - Transmission 12.58%
Administrative and General 2.03%

Allocation percentages for overhead calculations on all labor from departments to which a vehicle is assigned for 2012 are as follows:
TRMS 13.93%

10) There were no asset transfers over $250,000.

11) There were no transfer of equipment from KU to LG&E.

1 Messy Peel tras5actiess (ether thas isterest( are set included is thin filisg but are included is caue Na. PuE-2e11-eslle effective as December 1, 2e11.



Exhibit No. VASCC-IB
KENTUCKY UTILITIES COMPANY

ANNUAL REPORT OF AFFILIATE TRANSACTIONS WITH
LG&E AND KU SERVICES COMPANY (WESTERN KENTUCKY ENERGY CORP.)

January 1, 2012- December 31,2012

No. 11 Kentucky Utilities Company, d/b/s/ Old Dominion Power Compsny, shall file an Annual Report of Affiliate Trsnsactions
indirectly undertaken for the benefit of non-regulated affiliates with the Director of Public Utility Accounting
of the Commission by no later than May 1 of each year, for the preceding calendar year, beginning May 1, 1 ggg
Such report should include the following information:
1) non-regulated affiliated name;
2) description of each type of service provided;
3) dates that each type of service was provided;
4) total dollar value (cost for each type of service provided);
5) component costs of each type of service provided (i.e., direct/indirect labor, fringe benefits, travel/housing, materials,

supplies, indirect miscellaneous expenses, equipment/facilities charges, and overheads);
6) profit component of each type of service and how profit component is determined; and
7) comparable market values and supporting documentation for each type of service provided.

RESPONSES:
1) LG&E and KU Services Company (Western Kentucky Energy Corp.)

2) Amended and Restated Utility Services Agreement, Case Number: PUE-2012-00033
Compliance, Legal, and Environmental Affairs Services

3) Compliance, Legal, and Environmental Affairs Services January 2012

4) Compliance, Legal, and Environmental Affairs Services $ 37,600.00
$ 37,600.00

5) Component costs are:

Direct-Indirect Labor $ -

Fringe Benefits/Overheads $ -

Equipment/Facilities $ -

Materials/Fuels $ -

Outside Services $ -

Indirect Miscellaneous Charges (Vouchem) $ 37,600.00
Capital Expenditures $ -

$ 37,600.00

6) LG&E and KU Services Compans cost allocation policies are to use at-cost pricing for affiliate transactions, without
any profit component.

7) Transfers or sales of assets, goods or services between KU and LG&E and KU Services Company are priced at cost, which
approximates market value.



Exhibit No. VASCC-1C
KENTUCKY UTILITIES COMPANY

ANNUAL REPORT OF AFFILtATE TRANSACflONS WITH
LG&E AND KU SERV1CES COMPANY (LG&E AND KU CAPITAL LLC)

January 1,2012 - December 31, 2012

No. 11 Kentucky Utilities Company, dTh/s/ Old Dominion Power Company, shall file an Annual Report of Affiliate Transactions
indirectly undertakes for the benefit of non-regulated affiliates with the Director of Public Utility Accounting of
the Commission by no later than May 1 of each year. for the preceding calendar year. beginning May 1, 1999.
Such report should include the following information:
1) non-regulated affiliate’s name;
2) description of each type of service provided;
3) dates that each type of service was provided;
4) total dollar value (cost for each type of service provided);
5) component costs of each type of service provided (i.e., direct/indirect labor, fringe benefits, travel/housing, materials,

supplies, indirect miscellanecua expenses, equipment/facilities charges, and overheads);
6) profit component of each type of service and how profit component is determined; and
7) comparable market values and supporting documentation for each type of service provided.

RESPONSES:
1) LG&E and KU Services Company )LG&E and KU Capital LLC)

2) Amended and Restated Utility Services Agreement. Case Number: PUE-2012-00033
Compliance. Legal, and Environmental Affairs Services
Controller Organizatios Services
Corporate Communications and Public Affairs Management Services
Corporate Tax and Payroll Organization Services
Distribution Operations Services
Executive Management Services
HR Services
IT Services
Operating Services
Regulatory Affairs and Government Affairs Management Services
Retail Business Services
Supply Chain and Logistics Services
Transportation Services

3) Compliance, Legal, and Environmental Affairs Services January and December 2012
Controller Organization Services October 2012
Corporate Communications and Public Affairs Management Services March and April2012
Corporate Tax and Payroll Organization Services January-December 2012
Dint ribution Operations Services February-April, June-September 2012
Execative Management Services January-December 2012
HR Services January-December 2012
rr Services January-December 2012
Operating Services March. June, July and October 2012
Regulatory Affairs and Govemment Affairs Management Services January. March, June- December 2012
Retail Business Services March, April, July, August. October-December 2012
Supply Chain and Logistics Services March, April, July, October and November 2012
Transportation Services May 2012

4) Compliance, Legal, and Environmental Affairs Services $ (73,566.00)
Contmller Organization Services $ 2.79
Corporate Communications and Public Affairs Management Services $ 1500.00
Corporate Tax and Payroll Organization Services $ 30023.98
Distribution Operations Services $ 186.78
Energy Services $ 70,371.37
Executive Management Services $ 77,382.35
HR Services $ 35,198.99
IT Services $ 7,687.06
Operating Services $ 1468.80
Regulatory Affairs and Government Affairs Management Services $ 869.20
Retail Business Services $ (0 00)
Supply Chain end Logistics Services $ (0.00)
Transportation Services $ 273.52

$ 151,373.72

5) Component costs are.

Direct-Indirect Labor $ 115,297.85
Fringe Benefits/Overfleads S 40,280.09
Equipment/Facilities $ 3,373.38
Materials/Fuels $ 4,375.21
Outside Services $ (71,526.48)
Indirect Miscellaneous Charges (Vouchers) $ 59,090.59
Capital Expenditures $ 1,788.69

$ 151,373.72

6) LOSE and KU Services Company’s cost allocation policies are to use at-cost pricing tor affiliate transactions, without
any profit component.

7) Transfers or sales of assets, goods or services between KU and LOSE and KU Services Company are priced at cost, which
approximates market value.



Exhibit No. VASCC-1D
KENTUCKY UTILITIES COMPANY

ANNUAL REPORT OF AFFILIATE TRANSACTIONS WITH
LG&E AND KU SERVICES COMPANY (LG&E AND KU ENERGY LLC)

January 1,2012-December 31, 2012

No. 11 Kentucky Utilities Company, d/bla/ Old Dominion Power Company, shall file an Annual Report of Affiliate Transactions
indirectly undertaken for the benefit of non-regulated affiliates with the Director of Public Utility Accounting of
the Commission by no later than May 1 of each year, for the preceding calendar year, beginning May 1, 1999.
Such report should include the following information:
1) non-regulated affiliate’s name:
2) description of each type of service provided:
3) dates that each type of service was provided:
4) total dollar value (cost for each type of service provided):
5) component costs of each type of service provided (i.e., direct/indirect labor, ffinge benefits, travel/housing, materials,

supplies, indirect miscellaneous expenses, equipment/facilities charges, and overheads):
6) profit component of each type of service and how profit component is determined: and
7) comparable market values and supporting documentation for each type of service provided.

RESPONSES:
1) LG&E and KU Services Company (LG&E and KU Energy LLC)

2) PPL and Consenting Members of its Consolidated Group Agreement for Filing Consolidated Income Tax Returns and for Allocation
of Consolidated Income Tax Liabilities and Benefits, Case Number PUE-2010-00094

Corporate Tax and Payroll Organization Services
Amended and Restated Utility Services Agreement, Case Number: PUE-2012-00033

3) Corporate Tax and Payroll Organization Services March, April, June, September and December 2012

4) Corporate Tax and Payroll Organization Services $ 42,826,427.00

$ 42,826,427.00
5) Component costs are:

Direct-Indirect Labor $ -

Fringe Benefits/Overheads $ -

Equipment/Facilities $ -

Materials/Fuels $ -

Outside Services $ -

Indirect Miscellaneous Charges (Vouchers) $ 42,826,427.00
Capital Expenditures $ -

$ 42,826,427.00

6) LG&E and KU Services Company’s cost allocation policies are to use at-cost pricing for affiliate transactions, without
any profit component.

7) Transfers or sales of assets, goods or services between KU and LG&E and KU Services Company are priced at cost, which
approximates market value.

1 Money Pool transactions are not included in this filing but are included in Case No. PUE-2011-00110 effective on December 1,2011.



Exhibit No. VASCC-1E
KENTUCKY UTILITIES COMPANY

ANNUAL REPORT OF AFFILIATE TRANSACTIONS WiTH
PPL ELECTRIC UTILITIES CORPORATION

January 1,2012 - December 31, 2012

No. 10 Kentucky Utilities Company, d/b/a/ Old Dominion Power Company, shall file an Annual Report of Affiliate Transactions
undertaken with PPL Electric Utilities Corporation with the Director of
Public Utility Accounting of the Commission by no later than May I of each year, for the preceding calendar year,
beginning May 1, 2011. Such report should include the following information:
1) affiliate’s name;
2) description of each affiliate arrangement/agreement;
3) dates of each affiliate arrangement/agreement;
4) total dollar amount of each affiliate arrangement/agreement;
5) component costs of each arrangement/agreement where services are provided to an affiliate (i.e., direct/indirect

labor, fringe benefits, travel/housing, materials, supplies, indirect miscellaneous expenses, equipment/facilities
charges, and overheads);

6) profit component of each arrangement/agreement where services are provided to an affiliate and how such
component is determined;

7) comparable market values and documentation related to each arrangement/agreement;
8) percent/dollar amount of each affiliate arrangement/agreement charged to expense and/or capital accounts;
9) allocation bases/factors for allocated costs;
10) list aid description of each utility asset transfer over $250,000; and
11) list by functional group of utility assets transfers valued less than $250,000.

RESPONSES:
1) PPL Energy Funding Corporation, on behaf of PPL Electric Utilities Corporation

2) Mutual Assistance Service Agreement Case Number: PUE-201 i-ooogs (Pending approval by the Pennsylvania Public Utility Commission)

3) November 14, 2011

4) $ 942,706.57

5) Component costs are:

Direct-Indirect Labor $ 760,841.01
Equipment/ Facitties $ 168,672.81
Indirect Miscellaneous Cherges (Vouchers) $ 13,192.75

$ 942,706.57

6) KU’s cost allocation policies are to use at-cost pricing for affiliate transactions, without
any profit component.

7) Transfers or sales of assets, goods or services between KU and PPL Electic Utilities Corporation are priced at cost, which
approximates market value.

8) All costs charged to PPL Electric Utilities Corporation are charged to Intercompany accounts. There are no costs charged to Capital or O&M expense.

g) Allocation percentages for overhead calculations on labor as applicable in 2012 are as follows:
Part-Time Labor gg.01%
Temporary Labor 17.71%
Fut-Time Labor 99.01%

Allocation percentages for overhead calculations on material issued from inventory in 2012 are as follows:
Stores, Freight & Handling - T & D 27.62%
Stores, Freight & Handling - Production 27.62%

Allocation percentages on labor and non-labor for mutual assistance in 2012 are as follows:
Construction Overheads - Distribution 14.50%
Construction Overheads - Transmission 12.58%
Administrative and General 2.03%

Allocation percentages for overhead calculations on all labor from departments to which a vehicle is assigned for 2012 are as follows:
TRMS 13.g3%

10) There were no utility asset transfers over $250,000.

11) There were no utility asset transfers less than $250,000.



Exhibit No. VASCC-1 F
KENTUCKY UTILITIES COMPANY

ANNUAL REPORT OF AFFILIATE TRANSACTIONS WiTH
LG&E AND KU SERVICES COMPANY (PPL SERVICES CORPORATION)

January 1,2012 - December 31, 2012

No. 11 Kentucky Utilities Company, d/b/a/ Old Dominion Power Company, shall file an Annual Report of Affiliate Transactions
indirectly undertaken for the benefit of non-regulated affiliates with the Director of Public Utility Accounting
of the Commission by no later than May 1 of each year, for the preceding calendar year, beginning May 1, 1999.
Such report should include the following information:
1) non-regulated affiliate’s name;
2) description of each type of service provided;
3) dates that each type of service was provided;
4) total dollar value (cost for each type of service provided);
5) component costs of each type of service provided (i.e., direct/indirect labor, fringe benefits, travel/housing, materials,

supplies, indirect miscellaneous expenses, equipment/facilities charges, and overheads);
6) profit component of each type of service and how profit component is determined; and
7) comparable market values and supporting documentation for each type of service provided.

RESPONSES:
1) LG&E and KU Services Company (PPL Energy Funding Corporation, on behalf of PPL Services Corporation)

2) Hosting Services Agreement PPL Alternate Data Center, Case Number: PUE-201 1-00095
IT Services

3) IT Services January-December 2012

4) IT Services $ 124,027.58

$ 124,027.58

5) Component costs are:

Direct-Indirect Labor $ -

Equipmenu Facilities $ 124,027.58
Fringe Benefits/Overheads $ -

Indirect Miscellaneous Charges (Vouchers) $ -

Materials/ Fuels $ -

$ 124,027.58

6) KU’s cost allocation policies are to use at-cost pricing for affiliate transactions, without
any profit component.

7) Transfers or sales of assets, goods or services between KU and LG&E and KU Services Company are priced at cost, which
approximates market value.



Exhibit No. VASCC-IG
KENTUCKY UTILITIES COMPANY

ANNUAL REPORT OF AFFILIATE TRANSACTIONS WTH
LG&E AND KU SERVICES COMPANY (LG&E ENERGY MARKETING INC)

January 1,2012 - December 31, 2012

No. 11 Kentucky Utilities Company, d/b/a/ Old Dominion Power Company, shall file an Annual Report of Affiliate Transactions
indirectly undertaken for the benefit of non-regulated affiliates with the Director of Public Utility Accounting
of the Commission by no later than May 1 of each year, for the preceding calendar year, beginning May 1, 1 ggg
Such report should include the following information:
1) non-regulated affiliate’s name;
2) description of each type of service provided;
3) dates that each type of service was provided;
4) total dollar value (cost for each typo of service provided);
5) component costs of each typo of service provided (i.e., direct/indirect labor, fringe benefits, travel/housing, materials,

supplies, indirect miscellaneous expenses, equipment/facilities charges, and overheads);
6) profit component of each typo of service and how profit component is determined; and
7) comparable market values and supporting documentation for each type of service provided.

RESPONSES:
1) LG&E and KU Services Company (LG&E Energy Marketing nc)

2) Amended and Restated Utility Services Agreement, Case Number: PUE-2012-00033
Energy Marketing Services

3) Energy Marketing Services August 2012

4) Energy Marketing Services $ 0.22
$ 0.22

5) Component costs are:

Direct-Indirect Labor $ -

Fringe Benefits/Overheads $ -

Equipment/Facilities $ -

Materials/Fuels $ -

Outside Services $ -

Indirect Miscellaneous Charges (Vouchers) $ 0.22
Capital Expenditures $ -

$ 0.22

6) LG&E and KU Services Compsny’s cost allocstion policies are to use at-cost pricing for affiliate transactions, without
any profit component.

7) Transfers or sales of assets, goods or services between KU and LOSE and KU Services Company are priced at cost, which
approximates market value.
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Esiuibit No. VASCC-2A
KENTUCKY UTILITIES COMPANY

ANNUAL REPORT OF AFFILIATE TRANSACTIONS WITH
LOUISV1LLE GAS AND ELECTRIC COMPANY

January 1,2012 - December 31, 2012

No. 10 Kentucky Utilities Company, d/b/& Old Dominion Power Company, shall file an Annual Report of Affiliate Transactions
undertaken with Louisville Gas and Secthc Company and LG&E and KU Services Company with the Director of Public Utility
Accounting of the Commission by no later than May 1 of each year, for the preceding calendar year, beginning May 1, 1999.
Such report should include the following information:
1) affiliate’s name;
2) description of each affiliate arrangement/agreement;
3) dates of each affiliate arrangement/agreement;
4) total dollar amount of each affiliate arrangement/agreement;
5) component costs of each arrangement/agreement where services are provided to an affiliate (i.e., direct/indirect labor, fringe

benefits, fravelThousing, materials, supplies, indirect miscellaneous expenses, equipment/facilities charges, and overheads);
6) profit component of each arrangement/agreement where services are provided to an affiliate and how such component is determined;
7) comparable market values and documentation related to each arrangement/agreement;
8) percent/dollar amount of each affiliate arrangement/agreement charged to expense and/or capital accounts;
9) allocation bases/factors for allocated costs;
10) list and description of each utility asset fransfer over $250,000; and
11) list by functional group of utility assets transfers valued less than $250,000.

RESPONSES:
1) Louisville Gas and Electric Company

2( 2011 Utility Money Pool Agreement, Case Number: PUE-201 1-00110’
Amended and Restated Utility Services Agreement, Case Number. PUE-2012-00033

3) December 1,2011 and June 15, 2012 respectively

4) $1,070.18 and $251,646,085.15, respectively

5) Component costs are:

Direct - Indirect Labor $ 6,434,042.26
Fringe Benefits/Overheads $ 2,625,622.80
Charitable/Cemmenity Contribetiens $ 5,858.77
Equipment/Facilities $ 2,256,796.63
Materials/Fuels $ 91,071,670.60
Cutside Services $ 5,569,253.57
Indirect Miscellaneous Charges (Vouchers) $ 28,831,342.12
Capital Expendittres $ 38,748,648.73

Power Sales/Purchases $ 76,103,919.85

$ 251,647,155.33

6) LG&E and KU’s cost allocation policies are to use at-cost pridng for affiliate transactions, without any profit component.

7) Transfers or sales of assets, goods or services between KU and LG&E are priced at cost, which approximates
market value.

8) All costs received from LG&E are charged to the appropnate expense or capital account depending on the service
performed for KU. Total Capital expense was 15.40% with a cost of $38,748,648.73 and total expense was 84.60%
with a cost of $212,898,506.60

9) Allocation percentages for overhead calculations on labor as applicable in 2012 are as follows:
Part-Time Labor 97.78%

Temporary Labor 17.27%

Full-Time Labor 97.78%

Allocation percentages for overhead calculations on material issued from inventory in 2012 are as follows:
Stores, Freight & Handling - T & D 17.06%
Stores, Freight & Handling - Production 17.06%

Allocation percentages on labor and non-labor for capital projects in 2012 are as follows:
Construction Overheads - Distribution 11.75%
Construction Overheads - Production 0.06%
Construction Overheads - Transmission 11.83%
Administrative and General 1.76%

Allocation percentages for overhead calculahons on all labor from departments to which a vehide is assigned for 2012 are as follows:

TRMS 7.87%

10) There were no asset transfers over $250,000.

11) Transfer of transformer from LG&E to KU for $4,000.

1 Meney Peel trassactiess (ether thas interest) are net isclsded in tkis filisg bst are inclsded in Case No. PUE-2011-OO11O effective en December 1,2811.



Exhibit No. VASCC-2B
KENTUCKY UTILITIES COMPANY

ANNUAL REPORT OF AFFILIATE TRANSACTIONS WITH
LG&E AND KU SERVICES COMPANY
January 1, 2012- December 31, 2012

No. 10 Kentucky Utilities Company, U/b/a/Old Dominion Power Company, shall file an Annual Report of Affiliate Transactions
undertaken with Louisville Gas and Electric Company and LG&E and KU Services Company with the Director of Public Utility
Accounting of the Commission by no later than May 1 of each year, for the preceding calendar year, beginning May 1 jggg•
Such report should include the following information:
1) affiliate’s name;
2) description of each affiliate arrangement/agreement;
3) dates of each affiliate arrangement/agreement;
4) total dollar amount of each affiliate arrangement/agreement;
5) component costs of each arrangement/agreement where services are provided to an affiliate (i.e., direct/indirect labor, fringe

benefits, travel/housing, materials, supplies, indirect miscellaneous expenses, equipment/facilities charges, and overheads);
6) profit component of each arrangement/agreement where services are provided to an affiliate and how such component is determined;
7) comparable market values and documentation related to each arrangement/agreement;
8) percent/dollar amount of each affiliate arrangement/agreement charged to expense and/or capital accounts;
9) allocation bases/factors for allocated costs;
10) list and description of each utility asset transfer over $250,000; and
11) list by functional group of utility assets transfers valued less than $250,000.

RESPONSES:
1) LG&E and KU Services Company

2) Amended and Restated Utility Services Agreement, Case Number: PUE-2012-00033

3) June 15, 2012

4) $200,741,745.86

5) Component costs are:

Direct - Indirect Labor $ 52,522,321.24
Fringe Benefits/Overheads $ 49,286,469.89
Charitable/Community Contributions $ 769,451.73
Equipment/Facilities $ 21,130,208.56
Materials/Fuels $ 447,659,888.55
Outside Services $ 25,696,637.56
Indirect Miscellaneous Charges (Vouchers) $ (430,247,604.21)
Capital Expenditures $ 33,924,372.54

$ 200,741,745.86

6) LG&E and KU Services Company’s cost allocation policies are to use at-cost pricing for affiliate transactions, without
any profit component.

7) Transfers or sales of assets, goods or services between KU and LG&E and KU Services Company are priced at cost, which
approximates market value.

8) All costs received from LG&E and KU Services Company are charged to the appropriate expense or capital account depending on the
service performed for KU. Total Capital expense was 16.90% with a cost of $33,924,372.54 and total O&M expense was 83.10%
with a cost of $166,817,373.32.

9) Allocation percentages for overhead calculations on labor as applicable in 2012 are as follows:
Part-Time Labor 76.88%
Temporary Labor 21.24%
Full-Time Labor 76.88%

Allocation percentages for overhead calculations on all labor from departments to which a vehicle is assigned for 2012 are as follows:
TRMS 3.99%

10) There were no utility asset transfers over $250,000.

11) There were no utility asset transfers under $250,000.



KENTUCKY UTILITIES COMPANY
Exhibit No. VASCC-2C

ANNUAL REPORT OF AFFILIATE TRANSACTIONS WiTH
LG&E AND KU SERVICES COMPANY (LG&E AND KU CAPITAL LLC)

January 1, 2012- December31, 2012

No. 11 Kentucky Utilities Company, d/b/a/ Old Dominion Power Company, shall file an Annual Report of Affiliate Transactions
indirectly undertaken for the benefit of non-regulated affiliates with the Director of Public Utility Accounting
of the Commission by no later than May 1 of each year, for the preceding calendar year, beginning May 1, ggg,
Such report should include the following information:
1) non-regulated affiliate’s name;
2) description of each type of service provided;
3) dates that each type of service was provided;
4) total dollar value (cost for each type of service provided);
5) component costs of each type of service provided (i.e., directñndirect labor, fringe benefits, travel/housing, materials,

supplies, indirect miscellaneous expenses, equipment/facilities charges, and overheads);
6) profit component of each type of service and how profit component is determined; and
7) comparable market values and supporting documentation for each type of service provided.

RESPONSES:
1) LG&E and KU Services Company (LG&E and KU Capital LLC)

2) Amended and Restated Utility Services Agreement, Case Number: PUE-2012-00033
Compliance, Legal, and Environmental Affairs Services
Corporate Communications and Public Affairs Management Services
Distribution Operations Services
Executive Management Services
IT Services
Operating Services
Regulatory Affairs and Government Affairs Management Services

Compliance, Legal, and Environmental Affairs Services
Corporate Communications and Public Affairs Management Services
Distribution Operations Services
Executive Management Services
IT Services
Operating Services
Regulatory Affairs and Government Affairs Management Services

Compliance, Legal, and Environmental Affairs Services
Corporate Communications and Public Affairs Management Services
Distribution Operations Services
Executive Management Services
IT Services
Operating Services
Regulatory Affairs and Government Affairs Management Services

5) Component costs are:

Direct - Indirect Labor
Fringe Benefits/Overheads
Charitable/Community Contributions
Equipment/Facilities
Materials/Fuels
Outside Services
Indirect Miscellaneous Charges (Vouchers)
Capital Expenditures

January, March-December 2012
February and March 2012
March and September2012
March and September 2012
May and December 2012
September and October 2012
January-April, August-September 2012

$ (35,784.03)
$ 111,141.24
$ 81.74
$ 47,172.00
$ 2,152.50
$ 62,068.35
$ 5Q5fl

$ 167,641.78

$ 13.76
$
$ 45,000,00
$ 62,273.80
$ 53.44
$ (6,658.3g)
$ 84,7g2.13
$ 2,167.04
$ 167,641.78

6) LG&E and KU Services Companfl cost allocation policies are to use at-cost pricing for affiliate transactions, without
any profit component.

3)

4)

7) Transfers or sales of assets, goods or services between KU and LG&E and KU Services Company are priced at cost, which
approximates market value.



Exhibit No. VASCC-2D
KENTUCKY UTILITIES COMPANY

ANNUAL REPORT OF AFFILIATE TRANSACTIONS WITH
LG&E AND KU SERVICES COMPANY (LG&E AND KU ENERGY LLC)

January 1,2012 - December 31, 2012

No, 11 Kentucky Utilities Company, d/b/a/ Old Dominion Power Company, shall file an Annual Report of Affiliate Transactions
indirectly undertaken for the benefit of non-regulated affiliates with the Director of Public Utility Accounting
of the Commission by no later than May 1 of each year, for the preceding calendar year, beginning May 1, 1999.
Such report should include the following information:
1) non-regulated affiliate’s name;
2) description of each type of service provided;
3) dates that each type of service was provided;
4) total dollar value (cost for each type of service provided);
5) component costs of each type of service provided (i.e., direct/indirect labor, fringe benefits, travel/housing, materials,

supplies, indirect miscellaneous expenses, equipment/facilities charges, and overheads);
6) profit component of each type of service and how profit component is determined; and
7) comparable market values and supporting documentation for each type of service provided.

RESPONSES:
1) LG&E and KU Services Company (LG&E and KU Energy LLC)

2) Amended and Restated Utility Services Agreement, Case Number: PUE-2012-00033
Corporate Finance and Treasury Services

PPL and Consenting Members of its Consolidated Group Agreement for Filing Consolidated Income Tax Returns and for Allocation
of Consolidated Income Tax Liabilities and Benefits, Case Number PUE-2010-00094

Corporate Tax and Payroll Organization Services

3) Corporate Finance and Treasury Services July 2012
Corporate Tax and Payroll Organization Services April, June, September and October 2012

4) Corporate Finance and Treasury Services $ 1,666.67
Corporate Tax and Payroll Organization Services $ 3,44g,83g.oo

$ 3,451,505.67 1

5) Component costs are:

Direct - Indirect Labor $ -

Fringe Benefits/Overheads $ -

Equipment/Facilities $ -

Materials/Fuels $ -

Outside Services $ -

Indirect Miscellaneous Charges (Vouchers) $ 3,451,505.67
Tax Settlements $ -

Capital Expenditures $ -

$ 3,451,505.67

6) LG&E and KU Services Company’s cost allocation policies are to use at-cost pricing for affiliate transactions, without
any profit component.

7) Transfers or sales of assets, goods or services between KU and LG&E and KU Services Company are priced at cost, which
approximates market value.

1 Money Pool transactions are not incladed in this filing bat are incladed in case No. PUE-2011-00110 effective on December 1,2011.



Exhibit No. VASCC-2E
KENTUCKY UTILITIES COMPANY

ANNUAL REPORT OF AFFILIATE TRANSACTIONS WiTH
LG&E AND KU SERVICES COMPANY (PPL SERVICES CORPORATION)

January 1,2012-December 31, 2012

No. 11 Kentucky Utilities Company, d/bIaI Old Dominion Power Company, shall file an Annual Report of Affiliate Transactions
indirectly undertaken for the benefit of non-regulated affiliates with the Director of Public Utility Accounting
of the Commission by no later than May 1 of each year, for the preceding calendar year, beginning May 1, 1999.
Such report should include the following information:
1) non-regulated affiliate’s name;
2) description of each type of service provided;
3) dates that each type of service was provided;
4) total dollar value (cost for each type of service provided);
5) component costs of each type of service provided (i.e., direct/indirect labor, fringe benefits, travel/housing, materials,

supplies, indirect miscellaneous expenses, equipmentlfacilities charges, and overheads);
6) profit component of each type of service and how profit component is determined; and
7) comparable market values and supporting documentation for each type of service provided.

RESPONSES:
1) LG&E and KU Services Company (PPL Energy Funding Corporation, on behalf of PPL Services Corporation)

2) Amended and Restated Utility Services Agreement, Case Number: PUE-2012-00033
Corporate Finance and Treasury Services
IT Services

Utility Services Agreement for Third-Party Vendor Costs, Case Number: PUE-201 1-00095
Audit Services
Corporate Finance and Treasury Services
IT Services

3) Audit Services March 2012
Corporate Finance and Treasury Services January - December 2012
IT Services January - December 2012

4) Audit Services $ 6,735.06
Corporate Finance and Treasury Services $ 215,525.11
IT Services $ 41,279.44

$ 263,539.61

5) Component costs are:

Credit Services $ 8,750.00
Financing Costs $ 285,591.28
Indirect Miscellaneous Charges (Vouchers) $ (227,966.45)
Insurance Premiums $ 155,885.34
Software Licenses $ 41,279.44

$ 263,539.61

6) LG&E and KU Services CompanVs cost allocation policies are to use at-cost pricing for affiliate transactions, without
any profit component.

7) Transfers or sales of assets, goods or services between KU and LG&E and KU Services Company are priced at cost, which
approximates market value.



Exhibit No. VASCC-2F
KENTUCKY UTILITIES COMPANY

ANNUAL REPORT OF AFFILIATE TRANSACTIONS WITH
LG&E AND KU SERVICES COMPANY (PPL ENERGY SUPPLY, LLC)

January 1,2012- December 31, 2012

No. 11 Kentucky Utilities Company, d/b/a/ Old Dominion Power Company, shall file an Annual Report of Affiliate Transactions
indirectly undertaken for the benefit of non-regulated affiliates with the Ditector of Public Utility Accounting
of the Commission by no later than May I of each year, for the preceding calendar year, beginning May 1, 1999.
Such report should include the following information:
1) non-regulated affiliate’s name;
2) description of each type of service provided;
3) dates that each type of service was provided;
4) total dollar value (cost for each type of service provided);
5) component costs of each type of service provided (i.e., direct/indirect labor, fringe benefits, travel/housing, materials,

supplies, indirect miscellaneous expenses, equipment/facilities charges, and overheads);
6) profit component of each type of service and how profit component is determined; and
7) comparable market values and supporting documentation for each type of service provided.

RESPONSES:
1) LG&E and KU Services Company (PPL Energy Supply, LLC)

2) Corporate Finance and Treasury Services

3) Corporate Finance and Treasury Services January - December 2012

4) Corporate Finance and Treasury Services $ 3,400.02
$ 3,400.02

5) Component costs are:

Letter of Credit Fees $ 3,400.02

$ 3,400.02

6) LG&E and KU Services Company’s cost allocation policies are to use at-cost pricing for affiliate transactions, without
any profit component.

7) Transfers or sales of assets, goods or services between KU and LG&E and KU Services Company are priced at cost, which
approximates market value.



Exhibit No. VASCC-2G
KENTUCKY UTILITIES COMPANY

ANNUAL REPORT OF AFFILIATE TRANSACTIONS WITH
LG&E AND KU SERVICES COMPANY (PPL CORPORATION)

January 1, 2012- December 31, 2012

No, 11 Kentucky Utilities Company, dlbla! Old Dominion Power Company, shall file an Annual Report of Affiliate Transactions
indirectly undertaken for the benefit of non-regulated affiliates with the Director of Public Utility Accounting
of the Commission by no later than May 1 of each year, for the preceding calendar year, beginning May 1, 1999.
Such report should include the following information:
1) non-regulated affiliate’s name;
2) description of each type of service provided;
3) dates that each type of service was provided;
4) total dollar value (cost for each type of service provided);
5) component costs of each type of service provided (i.e., direct/indirect labor, fringe benefits, travel/housing, materials,

supplies, indirect miscellaneous expenses, equipment/facilities charges, and overheads);
6) profit component of each type of service and how profit component is determined; and
7) comparable market values and supporting documentation for each type of service provided.

RESPONSES:
1) LG&E and KU Services Company(PPL Energy Funding Corporation, on behalf of PPL Corporation)

2) Amended and Restated Utility Services Agreement, Case Number: PUE-2012-00033
Utility Services Agreement for Third-Party Vendor Costs, Case Number: PUE-201 1-00095

Compliance, Legal, and Environmental Affairs Services
Corporate Finance and Treasury Services

Kentucky Utilities Company Preliminary Report of Action, Case Number: PUE-2012-00078
Corporate Finance and Treasury Services

3) Compliance, Legal, and Environmental Affairs Services January and October 2012
Corporate Finance and Treasury Services Febiuary, August, October-December 2012

4) Compliance, Legal, and Environmental Affairs Services $ 380,532.90
Corporate Finance and Treasury Services $ (7,101,477.68)

$ (6,720,944.78)

5) Component costs are:

Credit Services $ 30,198.36
EEl Dues $ 380,532.90
Financing Costs $ (7,142,276.04)
Software i.icense $ 10,600.00

$ (6,720,944.78)

6) LG&E and KU Services Company’s cost allocation policies are to use at-cost pricing for affiliate transactions, without
any profit component.

7) Transfers or sales of assets, goods or services between KU and LG&E and KU Services Company are priced at cost, which
approximates market value.



Exhibit No. VASCC-2H
KENTUCKY UTILITIES COMPANY

ANNUAL REPORT OF AFFILIATE TRANSACTIONS WiTH
LG&E AND KU SERVICES COMPANY (PPL SERVICES CORPORATION)

January 1,2012-December 31, 2012

No. 11 Kentucky Utilities Company, d/b/a/ Old Dominion Power Company, shall file an Annual Report of Affiliate Transactions
indirectly undertaken for the benefit of non-regulated affiliates with the Director of Public Utility Accounting
of the Commission by no later than May 1 of each year, for the preceding calendar year, beginning May 1, 1999.
Such report should include the following information:
1) non-regulated affiliate’s name;
2) description of each type of service provided;
3) dates that each type of service was provided;
4) total dollar value (cost for each type of service provided);
5) component costs of each type of service provided (i.e., direct/indirect labor, fringe benefits, travel/housing, materials,

supplies, indirect miscellaneous expenses, equipmenufacilities charges, and overheads);
6) profit component of each type of service and how profit component is determined; and
7) comparable market values and supporting documentation for each type of service provided.

RESPONSES:
1) PPL Services Corporation on behalf of PPL Electric Utilities Corporation

2) Mutual Assistance Service Agreement Case Number: PUE-201 1-00095 (Pending approval by the Pennsdvania Public Utility Commission)
Distribution Operations Services

3) Distribution Operations Services September 2012

4) Distribution Operations Services $ 4,668.25
$ 4,668.25

5) Component costs are:

Materials/Fuels $ 4,668.25
$ 4,668.25

6) PPL Services Corporation’s cost allocation policies are to use at-cost pricing for affiliate transactions, without
any profit component.

7) Transfers or sales of assets, goods or services between KU and PPL Services Corporation are priced at cost, which
approximates market value.



ENTITY EVENTS

There were no entity changes in 2012.



GENERAL INSTRUCTIONS FOR FlUNG FERC FORM NO.60

1. Purpose

Form No. 60 is an annual regulatory support requirement under 1$ CfR 369.lfor centralized service companies. The
report is designed to collect fmancial information from centralized service companies subject to the jurisdiction of the
Federal Energy Regulatory Commission. The report is considered to be a non-confidential public use form.

II. Who Must Submit

Unless the holding company system is exempted or granted a waiver by Commission rule or order pursuant to §* 18 CFR
366.3 and 366.4 of this chapter, every centralized service company (see § 367.2) in a holding company system must
prepare and file electronically with the Commission the FERC Form No. 60 then in effect pursuant to the General
Instructions set out in this form.

III. How to Submit

Submit FERC Form No. 60 electronically through the Form No. 60 Submission Soflware. Retain one
copy of each report for your files. For any resubmissions, submit the filing using the form No. 60
Submission Software including a justification. Respondents must submit the Corporate Officer
Certification electronically.

IV. When to Submit

Submit FERC form No. 60 according to the filing date contained § 1$ CFR 369.1 of the Commission’s
regulations.

V. Preparation

Prepare this report in conformity with the Uniform System of Accounts (18 CFR 367) (USof A). Interpret
all accounting words and phrases in accordance with the USof A.

VI. Time Period

This report covers the entire calendar year.

VII. Whole Dollar Usage

Enter in whole numbers (dollars) only, except where otherwise noted. The amounts shoxn on all supporting pages must
agree with the amounts entered on the statements that they support. When applying thresholds to determine significance
for reporting purposes. use for balance sheet accounts the balances at the end of the current reporting period, and use for
statement of income accounts the current year’s amounts.

VIII. Accurateness

Complete each question fully and accurately, even if it has been answered in a previous report. Enter the word “None”
where it truly and completely states the fact.

IX. Applicability

For any page(s) that is not applicable to the respondent, enter “NONE,” or “Not Applicable” in column (c) on the List of
Schedules, page 2.
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X. Date Format

Enter the month, day, and year for all dates. Use customary abbreviations. The “Resubmission Date’ included in the
header of each page is to be completed only for resubmissions (see III. above).

XI. Number Format

Generally, except for certain schedules, all numbers, ttether they are expected to be debits or credits, must be reported as
positive. Numbers having a sign that is different from the expected sign must be reported by use of a minus sign.

XII. Required Entries

Do not make references to reports of previous years or to other reports instead of required entries, except as specifically
authorized.

XIII. Prior Year References

Wherever (schedule) pages refer to figures from a previous year, the figures reported must be based upon those shown by
the report of the previous year, or an appropriate explanation given as to why the different figures were used.

XIV. Where to Send Comments on Public Reporting Burden

The public reporting burden for the Form No. 60 collection of information is estimated to average 75 hours per response,
including

• the time for reviewing instructions, searching existing data sources,
• gathering and niaintaining the data-needed, and
• completing and reviewing the collection of information.

Send comments regarding these burden estimates or any aspect of this collection of information, including suggestions for
reducing burden, to:

Federal Energy Regulatory Commission,
88$ First Street NE
Washington, DC 20426
(Attention: information Clearance Officer):

And to:

Office of Information and Regulatory’ Affairs,
Office of Management and Budget. Washington. DC 20503 (Attention: Desk Officer for the federal
Energy Regulatory Commission).

No person shall be subject to any penalty if any collection of information does not display a valid control number (44
U.S.C. 35 12(a)).

DEFINITIONS
1. Respondent — The person, corporation. or other legal entity in whose behalf the report is made.

11



FERC FORM NO.60
ANNUAL REPORT FOR SERVICE COMPANIES

IDENTIFICATION

01 Exact Legal Name of Respondent 02 Year of Report

G&E and KU Services Company Dec 31 2i2
fr

03 Previous Name (If name changed during the year) 04 Date of Name Change

LG&E and KU Services Company I I

05 Address of Principal Office at End of Year
(Street, City, State, Zip Code) 06 Name of Contact Person

220 West Main Street, Louisville, KY 40202 T. Eric Raible

07 Title of Contact Person 08 Address of Contact Person

220 West Main Street, Louisville, KY 40202
Manager Regulatory Accounting and Reporting

09 Telephone Number of Contact Person 10 E-mail Address of Contact Person

(502) 627-3426 eric.raible@lge-ku.com

11 This Report is: 12 Resubmission Date

(1) An Original
(Month, Day, Year)

(2) A Resubmission / /

13 Date of Incorporation 14 If Not Incorporated, Date of Organization

06/02/2000 / I

15 State or Sovereign Power Under Which Incorporated or Organized

KENTUCKY

6 Name of Principal Holding Company Under Which Reporting Company is Organized:

PPL Corporation

CORPORATE OFFICER CERTIFICATION

The undersigned officer certifies that:

I have examined this report and to the best of my knowledge, information, and belief all statements of fact contained in
this report are correct statements of the business affairs of the respondent and the financial statements, and other
financial information contained in this report, conform in all material respects to the Uniform System of Accounts.

17 Name of Signing Officer 19 Signature of Signing Officer 20 Date Signed
(Month, Day, Year)

Kent W. Blake

18 Title of Signing Officer Kent W. Blake 04/24/2013

Chief Financial Officer

FERC FORM NO. 60 (REVISED 12-07) Page 1



This Re oft Is: Resubmission Date Year/Period of Report
(1) X An Original (Mo, Da, Yr)
(2) A Resubmission ,‘ / Dec31 2012

List of Schedules and Accounts

Enter in Column (c) the terms None” or “Not Applicable” as appropriate, where no information or amounts have been reported for
ertain pages.

Description Page Reference Remarks
Line (a) (b) (c)
No.

1 Schedule I - Comparative Balance Sheet 101-102
2 Schedule II - Service Company Property 103
3 Schedule Ill - Accumulated Provision for Depreciation and Amortization of Service Company Property 104
4 Schedule IV - Investments 105 None
5 Schedule V - Accounts Receivable from Associate Companies 106
6 Schedule VI - Fuel Stock Expenses Undistributed 107 None
7 Schedule VII - Stores Expense Undistributed 108 None
8 Schedule VIII - Miscellaneous Current and Accrued Assets 109 None
9 Schedule IX - Miscellaneous Deterred Debits 110 None
10 Schedule X - Research, Development, or Demonstration Expenditures 111 None
11 Schedule XI - Proprietary Capital 201
12 Schedule XII - Long-Term Debt 202 None
13 Schedule XIII - Current and Accrued Liabilities 203
14 Schedule XIV - Notes to Financial Statements 204
15 Schedule XV - Comparative Income Statement 301-302
16 Schedule XVI - Analysis of Charges for Service - Associate and Nonassociate Companies 303-306
17 Schedule XVII - Analysis of Billing — Associate Companies (Account 457) 307
18 Schedule XVIII — Analysis of Billing — Non-Associate Companies (Account 458) 308 None

Schedule XX - Organization Chart 401
24 Schedule XXI - Methods of Allocation 402

,

Name ot Ftespondent

LG&E and KU Services Company

Schedule XIX - Miscellaneous General Espenses - Account 930.2 307
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Name of Respondent This Re rt Is: Resubmission Date Year/Period of Report
LG&E and KU Services Company

(2) DAResubmission

fMo,D, Yr)
Dec 31, 2012

Schedule I - Comparative Balance Sheet

1. Give balance sheet of the Company as of December 31 of the current and prior year.

Account Description Reference As of Dec 31 As of Dec 31

Line Number (b) Page No. Current Prior
No. (a) (c) (d) (e)

1 Service Company Property
—

2 101 Service Company Property 103 3,707,736 2,900,130
3 101.1 Property Under Capital Leases 103

4 106 Completed Construction Not Classified

5 107 Construction Work In Progress 103 1,176,545 1,512,328
6 Total Property (Total Of Lines 2-5) 4,884,281 4,412,458
7 108 Less: Accumulated Provision for Depreciation of Service Company Property 104 947,180 1,029,857
6 111 Less: Accumulated Provision for Amortization of Service Company Property

9 Net Service Company Property (Total of Lines 6-8) 3,937,101 3,382,601
10 Investments

11 123 Investment In Associate Companies 105
12 124 Other Investments 105
13 128 Other Special Funds 105

14 Total Investments (Total of Lines 1 1-13)

15 Current And Accrued Assets

16 131 Cash

17 134 Other Special Deposits

18 135 Working Funds

136 Temporary Cash Investments

141

Notes Receivable 100,142,198 100,150,587
21 142 Customer Accounts Receivable

22 143 Accounts Receivable 86,131 145,207
23 144 Less: Accumulated Provision for Uncollectible Accounts

24 146 Accounts Receivable From Associate Companies 106 79,862,357 99,085,000
25 152 Fuel Stock Expenses Undistributed 107

26 154 Materials And Supplies

27 163 Stores Expense Undistributed 108

28 165 Prepayments 9,416,213 7,065,654
29 171 Interest And Dividends Receivable

30 172 Rents Receivable

31 173 Accrued Revenues

32 174 Miscellaneous Current and Accrued Assets

33 175 Derivative Instrument Assets 109

34 176 Derivative Instrument Assets — Hedges

35 Total Current and Accrued Assets (Total of Lines 16-34) 189,506,899 206,446,448
36 Deferred Debits

37 181 Unamortized Debt Expense

38 182.3 Other Regulatory Assets

39 183 Preliminary Survey And Investigation Charges

40 184 Clearing Accounts

41 185 Temporary Facilities

42 186 Miscellaneous Deterred Debits

43 188 Research, Development, or Demonstration Expenditures 110

44 189 Unamortized loss on reacquired debt 111

•
190 Accumulated Deferred Income Taxes 89,151,386 84,438,408

46 Total Deferred Debits (Total of Lines 37-45) 89,151,386 84,438,408
47 TOTAL ASSETS AND OTHER DEBITS (TOTAL OF LINES 9, 14,35 and 46) 282,595,386 294,267,457
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Name of Respondent I This Reoort Is: I Resubmission Date I Year(Peciod of Report
LG&E and KU Services Company (1) An Original I (Mo, Da, Yr) I

(2) flA Resubmission / Dec 31, 2012

Schedule I - Comparative Balance Sheet (continued)

Total Other Non-current Liabilities (Total of Lines 63-66) 214,037,868 187,405,050

Account Description Reference As of Dec31 As of Dec31
Line Number (b) Page No. Current Prior
No. (a) (c) (d) fe)

48 Proprietary Capital

49 201 Common Stock Issued 201 100 100
50 204 Preferred Stock Issued 201

51 211 Miscellaneous Paid-In-Capital 201 15,457,130 15,457,130
52 215 Approphafed Retained Earnings 201
53 216 Unappropriated Retained Earnings 201 853,578 399,956
54 219 Accumulated Other Comprehensive Income 201 ( 15 642 887) 4 327 229
55 Total Proprietary Capital (Total of Lines 49-54) 667,921 20,184,415
56 Long-Term Debt

57 223 Advances From Associate Companies 202

58 224 Other Long-Term Debt 202
59 225 Unamortized Premium on Long-Term Debt

60 226 Less: Unamortized Discount on Long-Term Debt-Debit

61 Total Long-Term Debt (Total of Lines 57-60)

62 Other Non-current Liabilities

63 227 Obligations Under Capital Leases-Non-current

64 228.2 Accumulated Provision for Injuries and Damages

65 228.3 Accumulated Provision For Pensions and Benetits 214,037868 187,405,050
66 230 Asset Retirement Obligations

Current and Accrued Liabilities

69 231 Notes Payable

70 232 Accounts Payable 35,224,421 37,069,796
71 233 Notes Payable to Associate Companies 203
72 234 Accounts Payable to Associate Companies 203 212247 10,340,098
73 236 Taxes Accrued f 2,447,392) 5,385,432
74 237 Interest Accrued

75 241 Tax Collections Payable 343,056 327361
76 242 Miscellaneous Current and Accrued Liabilities 203 18,310,416 15,488,687
77 243 Obligations Under Capital Leases — Current

78 244 Derivative Instrument Liabilities

79 245 Derivative Instrument Liabilities — Hedges

80 Total Current and Accrued Liabilities (Total of Lines 69-79) 51,642,748 68,611,374
81 Deferred Credits

82 253 Other Deferred Credits 16,246,849 18,066,618
83 254 Other Regulatory Liabilities

64 255 Accumulated Deterred Investment Tax Credits

65 257 Unamortized Gain on Reacquired Debt

86 282 Accumulated deferred income taxes-Other property

87 283 Accumulated deferred income taxes-Other

88 Total Deferred Credits (Total of Lines 82-87) 16,246,849 18,066,618
89 TOTAL LIABILITIES AND PROPRIETARY CAPITAL (TOTAL OF LINES 55, 61, 67, 80, AND 88) 282,595,386 294,267,457

L
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Name of Respondent This Report is: Resubmission Date Year of Report
(1)An Original (Mo, Da, Yr)

LG&E and KU Services Company (2) — A Resubmission / / 2012

FOOTNOTE DATA

jjdule Page: 101 Line No.: 20 Column: d -
-

$100,142,198 is Notes Receivable from Associated Companies - Account 145. Account 145 is not included in the
balance sheet, therefore the amount was reported on the line for Account 141 - Notes Receivable.
çhedule Page: 101 Line No.: 20 Column: e
$100,150,587 is Notes Receivable from Associated Companies - Account 145. Account 145 is not included in the
balance sheet, therefore the amount was reported on the line for Account 141 - Notes Receivable.
Schedule Page: 101 Line No.: 45 Column: U
The balance in Accumulated Deferred Income Taxes (190) was adjusted due to the purchase of LG&E
and KU Services Company’s (“LKS”) parent by PPL in November 2010. The purchase accounting
adjustment was to reflect the deferred income tax impact of purchase accounting adjustments related
to pensions as of the acquisition date. The following reflects the purchase accounting adjustment:

Accumulated Deferred Income Taxes (190) Without Purchase Accounting $ 81,361,505
Purchase Accounting Adjustment - Pension and postretirement benefits 7,789,881
Total for Accumulated Deferred Income Taxes (190) $ 89,151,386

lage:101 LineNo.:45 Coiumn:e
--

The balance in Accumulated Deferred Income Taxes (190) was adjusted due to the purchase of LKS’
parent by PPL in November 2010. The purchase accounting adjustment was to reflect the deferred
income tax impact of purchase accounting adjustments related to pensions as of the acquisition date.
The following reflects the purchase accounting adjustment:

Accumulated Deferred Income Taxes (190) Without Purchase Accounting $ 84,278,256
Purchase Accounting Adjustment - Pension and postretirement benefits 160,152
Total for Accumulated Deferred Income Taxes (190) $ 84,438,408

Schedule Page: 101 Line No.: 51 - Column: d
The balance in Miscellaneous Paid-In-Capital (211) was adjusted due to the purchase of LKS’ parent by
PPL in November 2010. The balance also includes elimination of Other Comprehensive Income and
Retained Earnings. In addition, the Other Comprehensive Income balance transferred was adjusted to
reflect the fair value for pensions net of deferred taxes. The following reflects the purchase accounting
adjustment:

Miscellaneous Paid-In-Capital (211) Without Purchase Accounting $ 100,000,900
Purchase Accounting Adjustment - Elimination of OCI relating to pension and
other postretirement benefits (138,405,489)

Purchase Accounting Adjustment - Tax on OCI relating to pension and other
postretirement benefits 53,839,736

Purchase Accounting Adjustment - Prior retained earnings 21,983
Total for Miscellaneous Paid-In-Capital (211) $ 15,457,130

duIe Page: 101 Line No.: 51 - Column: e - - - -__________________

The balance in Miscellaneous Paid-In-Capital (211) was adjusted due to the purchase of LKS’ parent by

FERC FORM NO. 60 (NEW 12-05) Footnotes.1



Name of Respondent This Report is: Resubmission Date Year of Report
(1) X An Original (Mo, Da, Yr)

LG&E and KU Services Company (2)_A Resubmission I / 2012

FOOTNOTE DATA

PPL in November 2010. The balance also includes elimination of Other Comprehensive Income and
Retained Earnings. In addition, the Other Comprehensive Income balance transferred was adjusted to
reflect the fair value for pensions net of deferred taxes. The following reflects the purchase accounting
adjustment:

Miscellaneous Paid-In-Capital (211) Without Purchase Accounting $ 100,000,900
Purchase Accounting Adjustment - Elimination of OCI relating to pension and
other postretirement benefits (138,405,489)

Purchase Accounting Adjustment - Tax on OCI relating to pension and other
postretirement benefits 53,839,736

Purchase Accounting Adjustment - Prior retained earnings 21,923
Total for Miscellaneous Paid-In-Capital (211) $ 15,457,130

Schedule Page: 101 Line No.: 53 Column: U
The balance in Unappropriated Retained Earnings (216) was adjusted due to the purchase of LKS’ parent
by PPL in November 2010. The following reflects the purchase accounting adjustment:

Unappropriated Retained Earnings (216) Without Purchase Accounting $ 875,561
Purchase Accounting Adjustment (21,983)

• Total for Unappropriated Retained Earnings (216) $ 853,578

hedule Page: 101 Line No.: 53 Column: e
The balance in Unappropriated Retained Earnings (216) was adjusted due to the purchase of LKS’ parent
by PPL in November 2010. The following reflects the purchase accounting adjustment:

Unappropriated Retained Earnings (216) Without Purchase Accounting $ 421,939
Purchase Accounting Adjustment (21,983)

Total for Unappropriated Retained Earnings (216) $ 399,956

Schedule Page: 101 Line No.: 54 Column: U — -_________________________________

The balance in Accumulated Other Comprehensive Income (219) was adjusted due to the purchase of
LKS’ parent by PPL in November 2010. The following reflects the purchase accounting adjustment:

Other Comprehensive Income (219) Without Purchase Accounting $ (87,973,121)
Purchase Accounting Adjustment - Pension and postretirement 138,405,489
Purchase Accounting Adjustment - Pension and postretirement

- Deferred Tax (53,839,736)
2012 Purchase Accounting Amortization - Pension and Postretirement (7,906,912)
2012 Purchase Accounting Amortization - Pension and Postretirement

- Deferred Tax 3,075,789
Prior Years’ Purchase Accounting Amortization - Pension and Postretirement (12,118,482)

•
Prior Years’ Purchase Accounting Amortization - Pension and Postretirement

FERC FORM NO.60 (NEW 12-05) Footnotes.2



Name of Respondent This Report is: Resubmission Date Year of Report
(1) An Original (Mo, Da, Yr)

LG&E and KU Services Company (2) — A Resubmission / I 2012

FOOTNOTE DATA

- Deferred Tax 4,714,092
Total for Accumulated Other Comprehensive Income (219) $ (15,642,887)

The Other Comprehensive Income activity related loss is the result of a drop in disount rates.

fSchedule Page: 101 Line No.: 54 Column: e
The balance in Accumulated Other Comprehensive Income (219) was adjusted due to the purchase of
LKS’ parent by PPL in November 2010. The following reflects the purchase accounting adjustment:

Other Comprehensive Income (219) Without Purchase Accounting $ (72,834,128)
Purchase Accounting Adjustment - Pension and postretirement 138,405,489
Purchase Accounting Adjustment - Pension and postretirement

- Deferred Tax (53,839,736)
2011 Purchase Accounting Amortization - Pension and Postretirement (10,385,397)
2011 Purchase Accounting Amortization - Pension and Postretirement

- Deferred Tax 4,039,919
Prior Year’s Purchase Accounting Amortization - Pension and Postretirement (1,733,091)
Prior Years’ Purchase Accounting Amortization - Pension and Postretirement

- Deferred Tax 674,173
Total for Accumulated Other Comprehensive Income (219) $ 4,327,229. çjçule Page: 101 Line No.: 73 Column: U
This balance is the result of a decrease in federal income tax due to pension payments deducted for tax purposes.

I FERC FORM NO. 60 (NEW 12-05) Footnotes.3 I
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Name of Respondent This Reoort Is: I Resubmission Date I Year/Period of Report
LG&E and KU Services Company (1) An Original (Mo, Da, Yr)

(2) A Resubmission Dec 31, 2012

Schedule II - Service Company Property

1. Provide an explanation of Other Changes recorded in Column (f) considered material in a footnote.
2. Describe each construction work in progress on lines 18 through 30 in Column (b).n

Total Service Company Property (Total

of Lines 1-15)

Acct Title of Account Balance at Beginning Additions Retirements or Sales Other Changes Balance at End of Year
Line (b) of Year (d) (e) (f)
No. (a) (c) (g)

1 301 Organization

2 303 Miscellaneous Intangible Plant

3 306 Leasehold Improvements

4 389 Land and Land Rights

5 390 Structures and Improvements

6 391 Office Furniture and Equipment 2,900,130 1,513,452 705,846 3,707,736

7 392 Transportation Equipment

8 393 Stores equipment

9 394 Tools, Shop and Garage Equipment

10 395 Laboratory Equipment

11 396 Power Operated Equipment

12 397 Communications Equipment

13 398 Miscellaneous Equipment

14 399 Other Tangible Property

399.1 Asset Retirement Costs

17 107 Construction Work in Progress:

2,900,130 1,513,452 705,846 3,707,736

1,513,452) 1,176,54518 Office Furniture and Equipment

19

20

21

22

23

24

25

26

27

28

29

30

31 Total Account 107 (Total of Lines 18-30)

32 Total (Lines 16 and Line 31)

( 1,513,452) 1,176,545

( 1,513,452) 4,884,281
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Name of Respondent This Report is: Resubmission Date Year of Report
(1) XAn Original (Mo, Da, Yr)

LG&E and KU Services Company (2) — A Resubmission I / 2012

FOOTNOTE DATA

ISchedule Page: 103 Line No.: 18 Column: f
$1,513,452 was transferred from Construction Work in Process to Service Company Property.

FERC FORM NO. 60 (NEW 12-05) Footnotes.1 I



Name of Respondent I This Reood Is: I Resubmission Date I Year/Period of Report

LG&E and KU Services Company I (1) An Original I (Mo, Da, Yr) I
(2) DA Resubmission Dec 31, 2012

Schedule Ill — Accumulated Provision for Depreciation and Amortization of Service Company Property

1. Provide an explanation of Other Charges in Column (f) considered material in a footnote.

Account Description Balance at Beginning Additions Charged Retirements Other Changes Balance at

L
Number of Year To Account Additions Close of Yearne

(c) 403-403.1 (Deductions)
• (a) (b) 404-405 (e) (f) (g)

(d)

1 301 Organization —

2 303 Miscellaneous Intangible Plant

3 306 Leasehold Improvements

4 389 Land and Land Rights

5 390 Structures and Improvements

6 391 Office Furniture and Equipment 1,029,857 623,168 705,845 947,180

7 392 Transportation Equipment

8 393 Stores equipment

9 394 Tools, Shop and Garage Equipment

10 395 Laboratory Equipment

11 396 Power Operated Equipment

12 397 Communications Equipment

13 398 Miscellaneous Equipment

14 399 Other Tangible Property

4 399.1 Asset Retirement Costs

16 Total 1,029,857 623,168 705,845 947,180
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Name of Respondent This Re ort Is: Resubmission Date Year/Period of Report
LG&E and KU Services Company (1) (Mo,Da, Yr)

Dec 31, 2012

Schedule IV — Investments

1 For other investments (Account 124) and other special funds (Accountl28), in a footnote state each investment separately, with
iescription including the name of issuing company, number of shares held or principal investment amount.

2. For temporary cash investments (Account 136), list each investment separately in a footnote.
3. Investments less than $50,000 may be grouped, showing the number of items in each group.

Account Title of Account Balance at Beginning Balance at Close of

Line Number of Year Year
No. (C)

1 123 Investment In Associate Companies

2 124 Other Investments

3 128 Other Special Funds

4 136 Temporary Cash Investments

5 (Total of Lines 1-4)
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Name of Respondent I This Reoort Is: I Resubmission Date I YearlPeriod of Report

LG&E and KU Services Company I (1) An Original I (Mo, Da, Yr) I
(2) A Resubmission / / Dec 31, 2012

Schedule V — Accounts Receivable from Associate Companies

1. List the accounts receivable from each associate company.
2. If the service company has provided accommodation or convenience payments for associate companies, provide in a separate

•
ootnote a listing of total payments for each associate company.

Account Title of Account Balance at Beginning of Year Balance at Close of Year
Line Number tc) (d)
No. (a) (b)

1 146 Accounts Receivable From Associate Companies

2 Associate Company:

3 PPL Corporation 57,460

4 LG&E and KU Capital LLC 57,702,286 39,862,626

5 FDCLLC 300 251

6 CG&E Energy Marketing Inc. 320

7 Kentucky Utilities Company 19,650,649 20,131584

8 Louisville Gas and Electric Company 17,126,758 18,336,618

9 Western Kentucky Energy Corp. 372,591 239,559

10 LG&E and KU Energy LLC 4,232,096 1234,259

11

12

13

14

15

16

17

18

19
—

10

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39 Analysis of Accomodation or Convenience Payments - see footnote

40 Total 99,085,000 79,862,357
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Name of Respondent This Report is: Resubmission Date Year of Report
(1) An Original (Mo, Da, Yr)

LG&E and KU Services Company (2)_A Resubmission I I 2012
FOOTNOTE DATA

LSchedule Page: 706 Line No.: 39 Column: b
Analysis of convenience or accommodation payments:

Associate Company
LG&E Home Services, Inc.
LG&E and KU Capital LLC
Louisville Gas & Electric Company
Kentucky Utilities Company
Western Kentucky Energy Corp.
FCD LLC
LG&E Energy Marketing Inc.
LG&E and KU Energy LLC

Amount

$ 1,025
8,705,169

520,171,829
509,875,004

1,102,512
2,100

539
4,894,636

$ 1,044,752,814

Convenience payments resulted primarily from the following:

Description
Capital Expenditures
Charitable Contributions
Direct-Indirect Labor
Equipment and Facilities
Fringe Benefits
Materials and Fuels Purchases
Office and Administrative Services
Outside Services

Amount

$ 2,231,065
2,690,818

17,282,050
22,539,279
39,441,179

911,038,147
24,839,191
24,691,085

$ 1,044,752,814
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Name of Respondent This Re ort Is: Resubmission Date Year/Period of Report
LG&E and KU Services Company (1) X An Original (Mo, Da, Yr)

D 31 20(2) flA Resubmission / / ec , 12

Schedule VI — Fuel Stock Expenses Undistributed

1 List the amount of labor in Column (C) and expenses in Column (d) incurred with respect to fuel stock expenses during the year and
indicate amount attributable to each associate company.

In a separate footnote, describe in a narrative the fuel functions performed by the service company.

Accounl Title of Account Labor Expenses Total
Line Number
No. ta) (b)

1 152 Fuel Stock Expenses Undistñbuled

2 Associate Company:

3 None

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

jo
‘,-

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40 Total
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IName of Respondent This Report is: Resubmission Date Year of Report
(1) XAn Original (Mo, Da, Yr)

LG&E and KU Services Company (2) — A Resubmission I I 2012

FOOTNOTE DATA

Schedule Page: 107 Line No.: 3 Column: d
Fuel functions provided are primarily accounted for as convenience payments or internal labor, showing up in the
respective FERC accounts of the affiliates. These include the following which are largely provided by LKS as an
administrative agent, paying agent or other representative capacity, for the respective affiliate(s):

Procurement of coal, fuel oil, scrubber reagent, ammonia, and 603 mitigation chemicals

Transportation service to move these commodities from the loading point to the power plant

fl Monitoring of quality, inventory level, and forecasted requirements

El Making purchases as needed on a timely basis

El Preparing bid solicitation for coal, and other commodities, as necessary, and evaluating those bids

El Negotiating and writing the contracts and purchase orders

El Contract administration

FERC FORM NO. 60 (NEW 12-05) Footnotes.1



Name of Respondent I This Recort Is: I Resubmission Date I Year/Period of Report

LG&E and KU Services Company I (1) An Original I (Mo, Da, Yr) I
(2) flA Resubmission / i Dec 31, 2012

Schedule VII — Stores Expense Undistributed

1. List the amount of labor in Column (c) and expenses in Column (d) incurred with respect to stores expense during the year and
,,5ndicate amount attributable to each associate company.

Account Title of Account Labor Expenses Total

Line Number

No. (a) )b) (c)

1 163 Stores Expense Undislhbuled

2 Associate Company:

3 None

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40 Total

(e)

FERC FORM NO. 60 (REVISED 1 2-07)
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Name of Respondent This Reoort Is: I Resubmission Date I Year/Period of Report

LG&E and KU Services Company I (1) An Original I (MO, Da, Yr) I
(2) DA Resubmission ,, / Dec 31, 2012

Schedule IX - Miscellaneous Deferred Debits

1. Provide detail of items in this account. Items less than $50,000 may be grouped, showing the number of items in each group.

Account Title of Account Balance at Beginning of Year Balance at Close of Year

Line Number (c) (d)
No. (a) tb)

1 186 Miscellaneous Deferred Debits

2 Items List:

3 None

4

5

6

7

8

9

10

11

12

13

14

15

16

17

lB

19

20

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40 Total
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Name of Respondent I This Recort Is: I Resubmission Date I Year/Period of Report

LG&E and KU Services Company I (1) An Original I (MO, Da, Yr) I
(2) EA Resubmission Dec 31, 2012

Schedule X - Research, Development, or Demonstration Expenditures

1. Describe each material research, development, or demonstration project that incurred costs by the service corporation during the
.,year. Items less than $50,000 may be grouped, showing the number of items in each group.

Account Title of Account Amount

Line Number (C)

No. (a) (b)

1 188 Research, Development, or Demonstration Expenditures

2 Project List:

3 None

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

40 Total

r__
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Name of Respondent This Report Is: Resubmission Date YearlPeriod of Report
LG&E and KU Services Company (1) An Original (Mo, Da, Yr)

D 31 2012(2) EA Resubmission ,t / ec —

Schedule XI - Proprietary Capital

1. For miscellaneous paid-in capital (Account 211) and appropriate retained earnings (Account 215), classify amounts in each account,
ith a brief explanation, disclosing the general nature of transactions which give rise to the reported amounts.
. For the unappropriated retained earnings (Account 216), in a footnote, give particulars concerning net income or (loss) during the
year, distinguishing between compensation for the use of capital owed or net loss remaining from servicing nonassociates per the
General Instructions of the Uniform System of Accounts. For dividends paid during the year in cash or otherwise, provide rate
percentages, amount of dividend, date declared and date paid.

Account Title of Account Description Amount
Line Number
No. (b) (c) (d)

(a)

1 201 Common Stock Issued Number of Shares Authorized 1000
2 Par or Stated Value per Share
3 Outstanding Number of Shares 100
4 Close of Period Amount 100
5 Preferred Stock Issued Number of Shares Authorized
6 Par or Stated Value per Share
7 Outstanding Number of Shares
8 Close of Period Amount
9 211 Miscellaneous Paid-In Capital

10 215 Appropriated Retained Earnings

11 219 Accumulated Other Comprehensive Income f 15,642,887)
12 216 Unnappropriated Retained Earnings a at Beginning of Year 399,956
13

- .. ... a or (Loss) 453,622
14 Dividend I
15 Balance at Close of Year 853,578

15,457,130

)

FERC FORM NO. 60 (REVISED 12-07) Page 201



jName of Respondent This Report is: Resubmission Date Year of Report
I (1) An Original (Mo, Da, Yr)

_t LG&E and KU Services Company (2) — A Resubmission I I 2012

( I FOOTNOTE DATA
I—

Schedule Page: 201 Line No.: 9 Column: d
See footnote data detail on Schedule Page: 101, Une No.: 51, Column: U.
LSchedule Page: 201 Line No.: 11 Column:d -- -____ I
See footnote data detail on Schedule PaJ01, Line No.: 54, Column: d. -___________________________________

Schedule fge: 201 Line No.: 15 Column: d
-________________________________

See footnote data detail on Schedule Page: 101, Line No.: 53, Column: d.

FERC FORM NO. 60 (NEW 12-05) Footnotes.1 I



Name of Respondent This Re ort Is: Resubmission Date Year/Period of Report
LG&E and KU Services Company

(2)
(Mo,, Yr)

Dec 31, 2012

Schedule Xli — Long Term Debt

1. For the advances from associate companies (Account 223), describe in a footnote the advances on notes and advances on open
accounts. Names of associate companies from which advances were received shall be shown under the class and series of obligation

Column (c).
2. For the deductions in Column (h), please give an explanation in a footnote.
3. For other long-term debt (Account 224), list the name of the creditor company or organization in Column (b).

Line
No.

Account
Number

1 223 Advances from Associate Companies

2 Associate Company:

3

4

5

6

7

8

9

10

11

12

13 TOTAL

15 list Creditor:

16

17

18

19

20

21

22

23

24

25

26

27

28 TOTAL

Title of Account

(a) )b)

Date of
Maturity

Interest
Rate

Term of Obligation
Class & Series of

Obligation
Cc)

Amount Authorized Balance at Beginning
of Year

Additions Dedsclioea Balance at Close ot
Year

224 Other Long.Term Debt
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Schedule XIII — Current and Accrued Liabilities

1 Provide the balance of notes and accounts payable to each associate company (Accounts 233 and 234).
,_— 2. Give description and amount of miscellaneous current and accrued liabilities (Account 242). Items less than $50,000 may be

“rouped, showing the number of items in each group.

Account Title of Account Balance at Beginning Balance at Close of
Line Number (b) of Year Year

No. (C) (d)
(a)

1 233 Notes Payable to Associates Companies
2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

cI
24 234 Accounts Payable to Associate Companies

25 PPL Corporation 184,797 211,347
26 PPL Energy Supply LLC 903 900
27 LG&E and KU Capital LLC 10,154,398
28

29

30

31

32

33

34

35

36

37

38

39

40

41 242 Miscellaneous Current and Accrued Liabilities
42 Accrued Short Term Incentive 2,802,086 2,983,770
43 Miscellaneous Liability - Vested Vacation 9,490,050 10,097,418
44 Pension Payable SERF Current 2,518,266 2,840,677
45 Retirement Income Liability 678,285 856,165

IBNP Medical and Dental Reserve 1,532,386

48

49

50 (Total) 25,828,785 18,522,663
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Schedule XIV- Notes to Financial Statements

1 Use the space below for important notes regarding the financial statements or any account thereof.
2. Furnish particulars as to any significant contingent assets or liabilities existing at the end of the year.
3. Furnish particulars as to any significant increase in services rendered or expenses incurred during the year.
4. Furnish particulars as to any amounts recorded in Account 434, Extraordinary Income, or Account 435, Extraordinary Deductions.
5. Notes relating to financial statements shown elsewhere in this report may be indicated here by reference.
6. Describe the annual statement supplied to each associate service company in support of the amount of interest on borrowed capital and
compensation for use of capital billed during the calendar year. State the basis for billing of interest to each associate company. If a ratio,
describe in detail how ratio is computed. If more than one ratio explain the calculation. Report the amount of interest borrowed and/or

compensation for use of capital billed to each associate company.

Note I — Organization of LG&E and KU Services Company

LG&E and KU Services Company (“LKS” or the “Company”), a Kentucky corporation, is a wholly-owned
subsidiary of LG&E and KU Energy LLC (‘LKE”) and a centralized service company under the Public Utility
Holding Company Act of 2005 (‘PUHCA 2005”). LKE, in turn, is a wholly-owned subsidiary of PPL
Corporation (“PPL”) and LKS became an indirect, wholly-owned subsidiary of PPL when PPL acquired all the
limited liability company interests of LKE from E.ON US Investments Corp. on November 1, 2010. On
December 1,2010, PPL and certain subsidiaries, including LKE, filed a notification of holding company status
with the Federal Energy Regulatory Commission (‘FERC”) under PUHCA 2005. LKE had previously been
party to such a notification filed on June 15, 2006 by E.ON AG, its former parent. LKS originally was
authorized to conduct business as a service company for E.ON U.S. LLC (formerly LG&E Energy LLC) and its
various subsidiaries and affiliates by order of the Securities and Exchange Commission dated December 6,
2000, and commenced operations January 1, 2001.

LKS provides certain services to affiliated entities, including LKE, LG&E and KU Capital LLC (‘LKC”), LG&E
Energy Marketing Inc. (‘LEM”), Louisville Gas and Electric Company (“LG&E”), Kentucky Utilities Company
(KU”), Western Kentucky Energy Corp., and LG&E International Inc., at cost. LKS is organized along
functional lines to accomplish its purpose of providing management, administrative, and technical services.
These services are priced at cost which represents market.

Note 2 - Summary of Significant Accounting Policies

Effective January 1, 2008, LKS transitioned to the FERC Uniform System of Accounts for Centralized Service
Companies Subject to the Provisions of PUHCA 2005. The accompanying financial statements were prepared
in accordance with the accounting requirements set forth in the Uniform System of Accounts and published
accounting releases of the FERC, which is a comprehensive basis of accounting other than GAAP.

Property. Property, plant and equipment include property that is in use and under construction, and is
reported at cost. PP&E was not recorded at fair value as of the PPL acquisition for FERC-reporting purposes.

Depreciation and Amortization. Depreciation is computed on a straight-line basis. Office furniture is
depreciated over 30 years and personal computers are depreciated over 3 years.

Income Taxes. Deferred tax assets and liabilities are recognized for the future tax consequences attributable
to differences between the financial statement carrying amounts of existing assets and liabilities and their
respective tax bases, as measured by enacted tax rates that are expected to be in effect in the periods when
the deferred tax assets and liabilities are expected to be settled or realized. Significant management judgment
is required in developing the provision for income taxes, primarily due to the uncertainty related to tax positions
taken or expected to be taken in tax returns and determination of deferred tax assets and liabilities and
valuation allowances. Accounting standards prescribe a recognition threshold and measurement attribute for
the financial statement recognition and measurement of a tax position taken or expected to be taken in a tax
return. Uncertain tax positions are analyzed periodically and adjustments are made when events occur to
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Schedule XIV- Notes to Financial Statements

warrant a change. Tax contingencies are analyzed periodically and adjustments are made when events occur
to warrant a change. See also Note 6, Income Taxes, for additional tax information.

Accumulated Deferred Income Taxes. Deferred income taxes reflect the net future tax effects of temporary
differences between the carrying amounts of assets and liabilities for accounting purposes and their basis for
income tax purposes, as well as the tax effects of net operating losses and tax credit carryforwards. See Note
6, Income Taxes.

Use of Estimates. The preparation of financial statements in conformity with GAAP requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities, the disclosure of
contingent liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those estimates.

Note 3 - Acquisition by PPL

On November 1, 2010, PPL completed its acquisition of LKE and its subsidiaries. The acquisition was
accounted for using the purchase method of accounting in accordance with GAAP, and the applicable effects
were “pushed down” or reflected on the financial statements of the subsidiaries as of the acquisition date.
Accordingly, the financial statements were presented showing the predecessor and successor accounting
periods.

The push-down basis of accounting was used to record the fair value adjustments of assets and liabilities on
LKE and its subsidiaries at the acquisition date. The fair value of the consideration was paid by PPL to E.ON
AG. Adjustments on November 1, 2010 were made to record pension assets at fair value, re-measure
pension and postretirement benefit obligations at current discount rates, and eliminate accumulated other
comprehensive income (loss) and retained earnings.

Note 4 - Related Party Transactions

Provisions of Services

LKS engages in transactions in the normal course of business with other LKE subsidiaries. These
transactions are primarily composed of services received and/or rendered.

LKS provides the subsidiaries of LKE with a variety of centralized administrative, management and support
services. Charges for these services include labor and burdens of LKS employees performing services for the
subsidiaries of LKE and vouchers paid by LKS on behalf of the subsidiaries of LKE. The cost of these
services is directly charged or, for general costs which cannot by directly attributed, charged based on
predetermined allocation factors, including the ratios discussed in Methods of Allocations on pages 402.1 —

402.4.

Intercompany billings from LKS are listed on page 307, Analysis of Billing — Associate Companies (Account
457). These billings do not include convenience payments which are shown as a footnote to page 106, line
39, column b.

Note 5 - Pension and Other Postretirement Benefit Plans

Although LKS does not directly sponsor any defined benefit plans, it is allocated a portion of the funded status
and costs of plans sponsored by LKE based on its participation in those plans, which management believes
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Schedule XIV- Notes to Financial Statements

are reasonable. The defined benefit pension plans of LKE and its subsidiaries were closed to new employees
hired after December 31, 2005. Employees hired after December 31, 2005 receive additional company
contributions above the standard matching contributions to their savings plans. The actuarially determined
obligations of current active employees and retired employees of LKS are used as a basis to allocate total plan
activity, including active and retiree costs and obligations. LKS’s allocated share of the funded status of the
pension plans resulted in a liability of $208 million and $181 million at December 31, 2012 and 2011. LKS’s
allocated share of other postretirement benefits was a liability of $7 million at December 31, 2012 and 2011,
respectively.

Contributions

LKS made contributions to the defined benefit pension plan of $18 million and $38 million in 2012 and 2011,
respectively. Contributions to Supplemental Executive Retirement Plan payments totaled $2 million in both
2012 and 2011. In 2013, LKS made a contribution of $48 million to the pension plan.

LKS is not requited to make contributions to the other postretirement benefit plan in which it participates in but
has historically funded this plan in amounts equal to the postretirement benefit costs. LKS funded this plan $1
million and $4 million in 2012 and 2011, respectively. Continuation of this past practice would cause LKS to
contribute $1 million to the other postretirement benefit plan in 2013.

Savings Plans

Substantially all of [KS’s employees are eligible to participate in deferred savings plans (401(k)s). Employer
contributions to the plans were $5 million and $4 million for the 12 months ended December 31, 2012 and
2011.

Health Care Reform

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 requite the publication of implementing regulations and/or
issuance of program guidelines.

Beginning in 2013, provisions within Health Care Reform eliminate 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. LKS will continue to monitor the potential impact of any
changes to the existing provisions and implementation guidance related to Health Care Reform on its benefit
programs.

Note 6 - Income Taxes

LKS’s federal income tax return is included in a United States consolidated income tax return filed by LKS’s
parent, PPL Corporation. Each subsidiary of the consolidated tax group calculates its separate income tax for
each period. The resulting separate-return tax cost or benefit is paid to or received from the parent company
or its designee. The Company also files income tax returns in various state jurisdictions. The tax years 2009
and ten months ending October 31, 2010, remain open under the standard three year statute of limitations;
however, the IRS has completed the audit of these periods under the Compliance Assurance Process,
effectively closing them to audit adjustments.
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Components of income tax expense are shown in the table below for the year ended December 31:

(in millions)
Current — federal
Current — state
Deferred — federal — net
Deferred — state — net
Total income tax expense $ -

Deferred tax assets and liabilities which are mainly of a long-term nature are summarized below as of
December 31:

(in millions)
Deferred tax assets:

Pensions and similar obligations
Liabilities and other

Net deferred income tax asset (current and
noncurrent)

without purchase accounting
Purchase Accounting — Pensions
Total net deferred income tax assets

Balance sheet classification:
Current
Noncurrent

Net deferred income tax asset

Note 7 - Accumulated Other Comprehensive Income (Loss)

Accumulated other comprehensive income consisted of the following:

Funded Status of Pension
and Postretirement Plans

(in millions)

Pretax Tax Net

Balance at December 31, 2010
Other changes in Plan Assets and Benefit Obligations
Balance at December 31, 2011
Other changes in Plan Assets and Benefit Obligations
Balance at December 31, 2012

$ 9 $(4) $ 5
(2) 1 (1)

$ 7 $(3) $ 4
(33) 13 (20)

$(26) $ 10 $(16)
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Schedule XV- Comparative Income Statement

Account Title of Account Current Year Prior Year
Line Number

No.
(a) (b) (c) (d)

1 SERVICE COMPANY OPERATING REVENUES

2 400 Service Company Operating Revenues 275,485,496 295,706,755
3 SERVICE COMPANY OPERATING EXPENSES

4 401 Operation Expenses 162,883,117 186,934,289
5 402 Maintenance Expenses 28,823,723 29,542,940
6 403 Depreciation Expenses 623,168 536,768
7 403.1 Depreciation Expense for Asset Retirement Costs

8 404 Amortization of Limited-Term Property

9 405 Amortization of Other Properly

10 407.3 Regulatory Debits

11 407.4 Regulatory Credits

12 408.1 Taxes Other Than Income Taxes, Operating Income 9,682,190 7,809,401
13 409.1 Income Taxes, Operating Income ( 4,055,614) 10,496,399
14 410.1 Provision for Deterred Income Taxes, Operating Income 16,471,716 9,949,174
15 411.1 Provision for Deferred Income Taxes — Credit, Operating Income ( 8,470,496) ( 14,379,495)
16 411.4 Investment Tax Credit, Service Company Property

411.6 Gains from Disposition of Service Company Plant

411.7 Losses from Disposition of Service Company Plant

19 411.10 Accretion Expense

20 412 Costs and Expenses of Construction or Other Services 63,368,599 55,289,325
21 416 Costs and Expenses of Merchandising, Jobbing, and Contract Work

22 TOTAL SERVICE COMPANY OPERATING EXPENSES (Total of Lines 4-21) 269,326,403 286,178,801
23 NET SERVICE COMPANY OPERATING INCOME (Total of Lines 2 less 22) 6,159,093 9,527,954
24 OTHER INCOME

25 418.1 Equity in Earnings of Subsidiary Companies

26 419 Interest and Dividend Income 727,965 563,145
27 419.1 Allowance for Other Funds Used During Construction

28 421 Miscellaneous Income or Loss

29 421.1 Gain on Disposition of Properly

30 TOTAL OTHER INCOME (Total of Lines 25-29) 727,965 563,145
31 OTHERINCOMEDEDUCTIONS

—

32 421.2 Loss on Disposition of Properly

33 425 Miscellaneous Amortization

34 426.1 Donations 13,592 560,764
35 426.2 Life Insurance

36 426.3 Penaties 148 457

426.4 Expenditures for Certain Civic, Political and Related Activities 2,012,713 2,701,672

426.5 Other Deductions 8,078,247 12,331,139
39 TOTAL OTHER INCOME DEDUCTIONS (Total of Lines 32-38) 10104,700 15,594,032
40 TAXES APPLICABLE TO OTHER INCOME AND DEDUCTIONS
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Schedule XV- Comparative Income Statement (continued)

C>
Line
No.

Account Title of Account Current Year
Number

(a) (b) (C) (d)

Prior Year

41 408.2 Tsses Other Than Income Taxes, Other Income and Deductions

42 409.2 Income Taxes, Other Income and Deductions ( 3,671,264) ( 5,847,015)

43 410.2 Provision for Deferred Income Taxes, Other Income and Deductions

44 411.2 Provision for Deferred Income Taxes — Credit, Other Income and Deductions

45 411.5 Investment Tax Credit, Other Income Deductions

46 TOTAL TAXES APPLICABLE TO OTHER INCOME AND DEDUCTIONS (Total of Lines 41-45) ( 3,671,264) ( 5,847,015)

47 INTEREST CHARGES

48 427 Interest on Long-Term Debt

49 428 Amortization of Debt Discount and Expense

50 429 (less) Amortization of Premium on Debt- Credit

51 430 Interest on Debt to Associate Companies

52 431 Other Interest Expense

53 432 (less) Allowance for Borrowed Funds Used During Construction-Credit

54 TOTAL INTEREST CHARGES (Total of Lines 48-53)

55 NET INCOME BEFORE EXTRAORDINARY ITEMS (Total of Lines 23, 30, minus 39, 46, and 54) 453,622 344,082

56 EXTRAORDINARY ITEMS

434 Extraordinary Income

435 (less) Extraordinary Deductions

59 Net Extraordinary Items (Line 57 less Line 58)

60 409.4 (less) Income Taxes, Extraordinary

61 Extraordinary Items After Taxes (Line 59 less Line 60)

62 NET INCOME OR LOSS/COST OF SERVICE (Total of Lines 55-61) 453,622 344,082
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FOOTNOTE DATA

Schedule Page: 301 Line No.: 13 Column: c
This amount is the result of a decrease in pte-tax income and change in temporary differences.
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Schedule XVI- Analysis of Charges for Service- Associate and Non-Associate Companies

1. Total cost of service will equal for associate and nonassociate companies the total amount billed under their separate analysis of

biIling schedules.

Account
Title ot Account Associate Company Associate Company Associate Company Nonsssociate Nonassociate Nonassodate

Number Direct Cost Indirect Cost Total Cost Company Company Company
Line Direct Cost Indirect Cost Total Cost

No. (a) (b( (c) (d( (e( )f) (g( (Ii)

4 408.1-409 2 Taxes Other Than Income Taxes 8196,17 1,486,020 9682,190

5 409.14093 Income Taxes ( 7,726,878 ( 7,726,878)

5 4101-411.2 Provision for Deferred Taxes 16,471,71 16,471,716

7 411.1-411.2 Provision for Deferred Taxes — Credit 8,470,49 8,470,496

8 411.6 Gain from Disposition of Service Company Plant

9 411.7 Losses from Disposition of Service Company Plant

lo 411.4-411.5 Investment Tax Credit Adjustment

11 411.10 Accretion Expense

412 Costs and Expenses of Construction or Other

12 Services 63,354,78 13,815 63,368,599

416 Costs and Expenses of Merchandising, Jobbing,

13 and Contract Work for Associated Companies

14 418 Non-operating Rental Income

15 418.1 Equity in Earnings of Subsidiary Companies

16 419 Interest and Dividend Income 727,96 727,965

419.1 Allowance for Other Funds Used During

17 Construction

ct ‘)f 421 Miscellaneous Income or Loss

( 421.1 Gain on Disposition of Property

-_____________

20 421.2 Loss on Disposition Of Property

21 425 Miscellaneous Amortization

22 426.t Donations 13,4 189 13,592

23 4262 Life Insurance

24 4263 Penalties 14 148

4264 Espenditures for Certain Civic, Political and

25 Related Activities 363.86 1,648,851 2,012,713

26 4265 Other Deductions 7,794,87 283.377 8,078,247

27 427 Interest On Long-Term Debt

28 428 Amortization of Debt Discount and Expense

29 429 Amortization of Premium on Debt — Credit

30 430 Interest on Debt to Associate Companies

31 431 Other Interest Expense

432 Allowance for Borrowed Funds Used During

32 Construction

500-509 Total Steam Power Generation Operation

33 Expenses 2.164,021 6.744,810 8.908,831

510-515 Total Steam Power Generation Maintenance

34 Expenses 3,164,35 170,285 3,334,641

2

3

$03-4sal

104-405

107.3-4074

Depreciation Expense

Amortization Expense

Regulatory Debits/Credits — Net

623,168 623,168
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Schedule XVI- Analysis of Charges for Service- Associate and Non-Associate Companies (continued)

Account Title of Account Total Charges for Services Total Charges br Services Total Chargea lot Services

Number Direct Coot Indirect Cost Total Coat
Line

NO. (a) (b) (i) (j) (k)

1 403-403.1 Depreciation Expense 623,168 623,168

2 404-405 Amortization Expense

3 407.3407.4 Regulatory Debits/Credits — Net

4 400.14002 Taxes Other Than Income Taxes 8,196.170 1,486,020 9.682.190

5 409.1-4093 Income Taxes 7,726,878) 1 7,726,878)

6 410 14112 Provision for Deferred Taxes 16,471,716 16,471,716

7 411.1411.2 Provision for Deterred Taxes—Credit 8,470,496 8,470,496

8 411.6 Gain from Disposition of Service Company Plant

9 411.7 Losses from Disposition of Service Company Plant

10 411.4-411,5 Investment Tax Credit Adjustment

11 411,10 Accretion Expense

412 Costs and Expenses of Construction or Other

‘12 Services 63,354,784 13,815 63,368,599

416 Costs and Expenses of Merchandising, Jobbing,

13 and Contract Work for Associated Companies

14 410 Non-operating Rental Income

15 418.1 Equity in Earnings of Subsidiary Companies

16 419 Interest and Dividend Income 727,965 727,965

4191 Allowance for Other Funds Used During

17 Construction

. ‘_

421 Miscellaneous Income or Loss

1’ 421.1 Gain on Disposition of Property

20 421.2 Loss on Disposition Of Property

21 425 Miscellaneous Amortization

22 426.1 Donations 13,403 189 13,592

23 426.2 Life Insurance

24 426.3 Penalties 148 148

4254 Expenditures for Certain Civic, Political and

25 Related Activities 353.863 1,648,850 2,012,713

26 426.5 Other Deductions 7,794,870 283,377 8,078,247

27 427 Interest On Long-Term Debt

28 420 Amortization of Debt Discount and Expense

29 429 Amortization of Premium on Debt — Credit

30 430 Interest on Debt to Associate Companies

31 431 Other Interest Expense

432 Allowance for Borrowed Funds Used During

32 Construction

sooson Total Steam Power Generation Operation

33 Expenses 2,164,021 6,744,810 8,908,831

510-515 Total Steam Power Generation Maintenance

34 Expenses 3,164,355 170,285 3,334,641

FERC FORM NO. 60 (REVISED 12-07) Page 303a



Name of Respondent This Re rt Is: Resubmission Date Year/Period of Report

LG&E and KU Services Company
(2)

(M0, Da, Yr)
Dec31, 2012

4 Account Title of Account Associate Company Associate Company Associate Company Nonassociale Nonassociate Nonassociate

• Number Direct Cost Indirect Cost Total Coat Company Company Company
Line Direct Cost Indirect Cost Total Cost

No. (a) (b) (c) (d( )e) )t) (g(

517-525 Total Nuclear Power Generation Operation

35 Expenses

528-532 Total Nuclear Power Generation Maintenance

36 Expenses

530540.1 Total Hydraulic Power Generation Operation

37 Expenses 5,67 5,676

541-545.1 Total Hydraulic Power Generation Maintenance

38 Expenses 13,19 13,195

546-5501 Total Other Power Generation Operation

39 Expenses 3,531 3,531

501-554.t Total Other Power Generation Maintenance

40 Expenses 30,73 30,732

41 555-557 Total Other Power Supply Operation Expenses 67,41 3,050,927 3,118,341

42 560 Operation Supervision and Engineering 72,65 2,105,528 2,178,187

43 551.1 Load Dispatch-Reliability ( 202 3,788,390 3,788,188

562 Load Dispatch-Monitor and Operate Transmission

44 System

56t3 Load Dispatch-Transmission Service and

45 Scheduling

46 56t4 Scheduling, System Control and Dispatch Service

561.0 Reliability Planning and Standards Development 1,173,217 1,173,217

561.6 Transmission Service Studies 10,84 10,843

49 561.7 Generation Interconnection Studies

561.8 Reliability Planning and Standards Development

50 Services

51 562 Station Expenses (Major Only) 58,11 58.113

52 563 Overhead Line Expenses (Major Only) 12829 128,295

53 564 Underground Line Expenses (Major Only)

54 565 Transmission of Electricity by Others (Major Only)

566 Miscellaneous Transmission Expenses (Major

55 Only) 885,69 1,567,110 2,452,806

56 067 Rents

5671 Operation Supplies and Expenses )Nonmajor

57 Only)

58 Total Transmission Operation Expenses 1,155,40 8,634,245 9,789,649

560 Maintenance Supervision and Engineering (Major

59 Only)

60 569 Maintenance of Structures (Major Only)

61 569.1 Maintenance of Computer Hardware

62 5692 Maintenance of Computer Software

63 5693 Maintenance of Communication Equipment

5664 Maintenance of Miscellaneous Regional

64 Transmission Plant

65 570 Maintenance of Station Equipment (Major Only) 471,051 471,058

571 Maintenance of Overhead Lines (Major Only) 243,861 243,861

572 Maintenance of Underground Lines (Major Only)

573 Maintenance of Miscellaneous Transmission Plant

68 (Major Only) 09,861 99,863
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LG&E and KU Services Company I (1) An Original I (Mo, Da, Yr) I
(2) DA Resubmission / / ) Dec31, 2012

Schedule XVI- Analysis of Charges for Service- Associate and Non-Associate Companies (continued)

C ‘3• Account Title of Account Total Charges for Services Total Charges for Services Total Charges tot Services
Number Direct Cost Indirect Cost Total Cost

Line

No. (a) )b( (i( (j(

517-525 Total Nuclear Power Generation Operation

35 Expenses

528-532 Total Nuclear Power Generation Maintenance

36 Expenses

535-540.1 Total Hydraulic Power Generation Operation

37 Expenses 5,676 5,676
541-545.1 Total Hydraulic Power Generation Maintenance

38 Expenses 13,195 13,195

546-550.1 Total Other Power Generation Operation

39 Expenses 3,531 3,531

551-554.1 Total Other Power Generation Maintenance

40 Expenses 30,732 30,732

41 555-557 Total Other Power Supply Operation Expenses 67,414 3,050.927 3,118,341

42 560 Operation Supervision and Engineedng 72,659 2,105,528 2,178.187
43 561.1 Load Dispatch-Reliability ( 202) 3,788,390 3,788,188

561.2 Load Dispatch-Monitor and Operate Transmission

44 System

561.3 Load Dispatch-Transmission Service and

45 Scheduling

46 5614 Scheduling, System Control and Dispatch Service

561.5 Reliability Planning and Standards Development 1,173,217 1,173,217

561.6 Transmission Service Studies 10,843 10,843

49 sr7 Generation Interconnection Studies

561.8 Reliabilty Planning and Standards Development

50 Services

51 562 Station Expenses (Major Only) 58,113 58.113

52 563 Overhead Line Expenses (Major Only) 128,295 128,295
53 564 Underground Line Expenses (Major Only)

54 565 Transmission ot Electricity by Others (Major Only)

566 Miscellaneous Transmission Expenses (Major

55 Only) 885,696 1,567,110 2,452,806

56 567 Rents

567.1 Operation Supplies and Expenses (Nonmajor

57 Only)

58 Total Transmission Operation Expenses 1,155.404 8,634,245 9.789,649

568 Maintenance Supervision and Engineering (Major

59 Only)

60 569 Maintenance of Structures )Major Only)

61 5691 Maintenance of Computer Hardware

62 5692 Maintenance of Computer Software

63 569.3 Maintenance of Communication Equipment

569.4 Maintenance of Miscellaneous Regional

64 Transmission Plant

65 570 Maintenance of Station Equipment (Major Only) 471,058 471 .058
571 Maintenance of Overhead Lines (Major OnIy( 243.851 243.861

572 Maintenance of Underground Lines (Major Only)

573 Maintenance ot Miscellaneous Transmission Plant

68 (Major Only) 99,863 99,863
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LG&E and KU Services Company
ssion
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[ Account Tjtte of Account Associate Company Associate Company Associate Company Nonassociate Nonassociate Nonassociate
Number Ditect Cost Indirect Cost Total Cost Company Company Company

Ltne Direct Coot Indirect Coat Total Cost
No. (a) (b) (c) )d) (e) )t) (g) (h)

574 Maintenance of Transmission Plant (Nonmajor

69 Only)

70 Total Transmission Maintenance Expenses 814Th 814.782

71 575.1-575.8 Total Regional Market Operation Expenses

72 576 1-576.5 Total Regional Market Maintenance Expenses

73 580-589 Total Distribution Operation Expenses 5,192251 2,461,619 7,653,870

74 590-598 Total Distribution Maintenance Expenses 235,47 235,477

Total Electric Operation and Maintenance

75 Expenses 92,116,45 25,117,305 117,233,759

700-798 Production Expenses (Provide selected accounts

76 n a footnote)

77 eoa-a13 Total Other Gas Supply Operation Expenses 76,74 76,742

78 814-826 Total Underground Storage Operation Expenses 40,02 40,023

830-837 Total Underground Storage Maintenance

79 Expenses 15,57 15,572

8 840-842.3 Total Other Storage Operation Expenses

81 8431-8439 Total Other Storage Maintenance Expenses

8441-846.2 Total Liquetied Natural Gas Terminaling and

82 Processing Operation Expenses

847.1-847.8 Total Liquetied Natural Gas Terminaling and
Processing

Maintenance Expenses

I 850 Operation Supervision and Engineering

85 851 System Control and Load Dispatching.

86 es2 Communication System Expenses

87 853 Compressor Station Labor and Expenses

88 854 Gas tor Compressor Station Fuel

89 855 Other Fuel and Power tor Compressor Stations

90 856 Mains Expenses 2,30 2,302

91 857 Measuring and Regulating Station Expenses

92 858 Transmission and Compression ot Gas By Others

93 859 Other Expenses

94 860 Rents

95 Total Gas Transmission Operation Expenses 2,30 2,302

96 861 Maintenance Supervision and Engineering

97 862 Maintenance ot Structures and Improvements

98 863 Maintenance ot Mains 10.60 10,607

99 864 Maintenance ot Compressor Station Equipment

865 Maintenance ot Measuring And Regulating Station

100 Equipment

101 866 Maintenance ot Communication Equipment

102 867 Maintenance of Other Equipment

103 Total Gas Transmission Maintenance Expenses io,ss 10.607

104 870-881 Total Distribution Operation Expenses 9Q5,33 121,755 1,027,092
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Schedule XVI- Analysis of Charges for Service- Associate and Non-Associate Companies (continued)

Account Title of Account Total Charges for Services Total Charges tsr Services Total Charges tsr Services
I Number Direct Cost Indirect Cost Total Cost
Line

No. (a) (b) (j) (k)

574 Maintenance of Transmission Plant )Nonmalor

69 Only)

70 Total Transmission Maintenance Expenses 814,782 814,782
71 5751-575.8 Total Regional Market Operation Expenses

72 5761-5765 Total Regional Market Maintenance Expenses

73 580-589 Total Distribution Operation Expenses 5,192,251 2.461,619 7,653.870

74 Sgs-Sge Total Distdbution Maintenance Expenses 235,477 235,477
Total Electric Operation and Maintenance

75 Expenses 92,116,454 25,117,305 117,233,759
700-798 Production Expenses (Provide selected accounts

76 in a tootnote)

77 800-813 Total Other Gas Supply Operation Expenses 76,742 76,742
78 814.826 Total Underground Storage Operation Expenses 40,023 40.023

830.837 Total Underground Storage Maintenance

79 Expenses 15,572 15,572

80 840-8423 Total Other Storage Operation Expenses

81 8431-8439 Total Other Storage Maintenance Expenses

8441-846.2 Total Liquefied Natural Gas Terminaling and

82 Processing Operation Expenses

8471-847.8 Total Liquefied Natural Gas Terminaling and

Processing Maintenance Expenses

4 850 Operation Supervision and Engineering

85 851 System Control and Load Dispatching.

86 852 Communication System Expenses

87 853 Compressor Station Labor and Expenses

88 854 Gas for Compressor Station Fuel

89 855 Other Fuel and Power for Compressor Stations

90 856 Mains Expenses 2,302 2,302
91 857 Measuring and Regulating Station Expenses

92 858 Transmission and Compression of Gas By Others

93 859 Other Expenses

94 860 Rents

95 Total Gas Transmission Operation Expenses 2,302 2,302
96 am Maintenance Supervision and Engineering

97 862 Maintenance of Structures and Improvements

98 863 Maintenance of Mains 10,607 10,607
99 864 Maintenance of Compressor Station Equipment

865 Maintenance of Measuring And Regulating Station

100 Equipment

101 866 Maintenance of Communication Equipment

102 867 Maintenance of Other Equipment

t03 Total Gas Transmission Maintenance Expenses 10607 10,607

t04 870-aol Total Distribution Operation Expenses 905,337 121 .755 1,027,092
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Account Title of Account Associate Company Associate Company Associate Company Nonassociate Nonassociate Nonassociate
• Number Direct Cost Indirect Cost Total Cost Company Company Company

Line
Direct Cost Indirect Cost Total Cost

No. (a) (b) (c) (d( (e( )f) (g)

105 895-894 Total Distribution Maintenance Expenses 3,99 3,993

Total Natural Gas Operation and Maintenance

106 Expenses ;,954,57 121,755 1,176,331

107 soi Supervision 2,875,9t 650,106 3.526,025

108 902 Meter reading expenses 329,031 486 329,517

109 903 Customer records and collection expenses 4,378,58 9,170,587 13.549,171

110 s04 Uncollectible accounts

111 905 Miscellaneous customer accounts expenses 920,84 920,844

112 996 Total Customer Accounts Operation Expenses 8,504,37 9,821,179 18,325,557

113 907 Supervision 94,84 361,907 456,755
114 908 Customer assistance expenses 3,157,27 700,450 3,857,724

sse Informational And Instructional Advertising

115 Expenses 336,81 336,814

910 Miscellaneous Customer Service And

116 Informational Expenses 15.59 8,992 24,589

Total Service and Informational Operation

117 Accounts 3,604,53: 1,071,349 4,675,882

118 911 Supervision

119 912 Demonstrating and Selling Expenses

120 913 Advertising Expenses
e—

515 Miscellaneous Sales Expenses

Total Sales Operation Expenses

123 920 Administrabve and General Salaries 6,000,95 38,995,429 44,996.415

124 21 Office Supplies and Expenses 4,276,511 8,547,303 12.822,821

125 923 Outside Services Employed 6,351,67 4,773,268 11,124,942

126 924 Property Insurance

127 925 Injuries and Damages 1,500,58 13,114 1,513,701

128 926 Employee Pensions and Benefits 31,245,83: 5,674,244 36,920,077

129 928 Regulatory Commission Expenses 36,21 36,218

130 9301 General Advertising Expenses 172,32 89,623 261,948

131 930 Miscellaneous General Expenses 60,24 860,568 920,808

132 931 Rents 74,92 582,762 657.691

Total Administrative and General Operation

133 Expenses 49.719,31 59,536,311 109,255,621

134 935 Maintenance of Structures and Equipment 1.133,81 23,230,907 24,364,724

Total Administrative and General Maintenance

135 Expenses 62,962,01 93,659,746 156,621,784

136 Total Cost of Service 156,133,06 118,898,806 275,031,874
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LG&E and KU Services Company
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Schedule XVI- Analysis of Charges for Service- Associate and Non-Associate Companies (continued)

Account Title of Account Total Charges for Services Total Charges br Services Total Charges for Services

Number Direct Cost Indirect Cost Total Cost
Line

No. (a) (b) (i) (j) )k)

105 895894 Total Distribution Maintenance Expenses 3,993 3,993

Total Natural Gas Operation and Maintenance

106 — Expenses 1054,576 121,755 1,176331

107 901 Supervision 2.875,919 650,106 3,526,025

108 902 Meter reading expenses 329,031 486 329,517

109 903 Customer records and collection expenses 4,378,584 9,170,587 13,549,171

110 904 Uncollectible accounts

111 ss5 Miscellaneous customer accounts expenses 920,844 920,844

112 906 Total Customer Accounts Operation Expenses 8,504,378 9,821,179 18,325,557

113 957 Supervision 94,848 361,907 456,755

114 sse Customer assistance expenses 3,157,274 700,450 3,857,724

909 Informational And Instructional Advertising

115 Expenses 336,814 336,814

910 Miscellaneous Customer Service And

116 Informational Expenses 15,597 8,992 24,589

Total Service and Informational Operation

117 Accounts 3,604,533 1,071,349 4,675,882

118 911 Supervision

119 912 Demonstrating and Selling Expenses

120 13 Advertising Expenses
-

123 920 Administrative and General Salaries 6,000,986 38,995,429 44,996,415

124 921 Office Supplies and Expenses 4,276,516 8,547,303 12,823,821

125 923 Outside Services Employed 6,351,674 4.773,298 11,124,942

126 924 Property Insurance

127 925 Injuries and Damages 1500,587 13,114 1513,701

128 926 Employee Pensions and Benefits 31,245,833 5,674,244 36,920,077

129 920 Regulatory Commission Expenses 36,218 36,218

130 530.1 General Advertising Expenses 172,325 89,623 261,948

131 930.2 Miscellaneous General Expenses 60,240 860,560 920,808

132 931 Rents 74,929 582,762 657,691

Total Administrative and General Operation

133 Expenses 49,719,310 59,536,311 109,255,621

134 sax Maintenance ot Structures and Equipment 1,133,817 23,230,907 24,364,724

Total Administrative and General Maintenance

135 Expenses 62,962,038 93,659,746 156,621,784

136 Total Cost of Service 156,133,068 118,898,806 275,031,874

11 916 Miscellaneous Sales Expenses

2 Total Sales Operation Expenses
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Name of Respondent This Re rt Is: Resubmission Date Year/Period of Report

LG&E and KU Services Company
(2) EjAResubmission

(Mo, Da, Yr)
Dec 31, 2012

Schedule Xvii - Analysis of Billing — Associate Companies (Account 457)

1. For services rendered to associate companies (Account 457), list all of the associate companies.

f
Name of Associate Company Account 457.1 Account 457.2 Account 457.3 Total Amount Billed

Line Direct Costs Charged Indirect Costs Charged Compensation For Use
No. of Capital

(a) (b) (c) (d) (e)
1 CG&EandKUCapitalLLC 10,870,887 2,437,730 13,308,617
2 LG&E and KU Energy LLC 150,658 150,658
3 LG&E Energy Marketing Inc. 20 20
4 Louisville Gas and Electric Company 67,849,275 55,890,957 123,740,232

5 Kentucky Utilities Company 76,417,239 60,570,515 136987,754

6 Western Kentucky Energy Corp. 1,298,611 ( 396) 1,298,215

7

8

9

10

11

12

13

14

15

16

17

18

19

ID
-

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40 Total 156,586,690 118,898,806 275,485,496

II
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Schedule XVIII — Analysis of Billing — Non-Associate Companies (Account 458)

For services rendered to nonassociate companies (Account 458), list all of the nonassociate companies. In a footnote, describe
the services rendered to each respective nonassociate company.

Name of Non-associate Company Account 458.1 Account 458.2 Account 458.3 Account 458.4 Total Amount Billed
Line Direct Costs Indirect Costs Compensation For Excess or Deficiency on
No. Charged Charged Use of Capital Servicing Non-associate

Utility Companies
(a) (b) (c) (d) (e) (f)

1 None

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

,-

.,io
21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40 Total

L
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LG&E and KU Services Company

This Re it Is: Resubmission Date Year/Period of Reporl
(1) X An Original (Mo, Da, Yr)
(2) EA Resubmission ,‘ ,‘ Dec 31, 2012

Schedule XIX - Miscellaneous General Expenses - Account 930.2

1. Provide a listing of the amount included in Account 930.2, “Miscellaneous General Expenses” classifying such expenses according, o their nature. Amounts less than $50,000 may be grouped showing the number of items and the total for the group.
Payments and expenses permitted by Section 321 (b)f2) of the Federal Election Campaign Act, as amended by Public Law 94-283 in

976 (2 U.S.C. 441 (b)(2)) shall be separately classified.

Title of Account Amount
Line (b)
No. (a)

1 Association Dues 48,363
2 Research and Development 815,421
3 Legal Fees 56,285
4 Other Miscellaneous General Expenses -7 items less than $50,000 each 739
5

6

7

8

9

10

11

12

13

14

15

16

17

—

“7-
21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

p_ Total 920,808

(
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Name of Respondent This Report is: Resubmission Date Year of Report
(1) XAn Original (Mo, Da, Yr)

LG&E and KU Services Company (2) — A Resubmission I I 2012
Schedule XX - Organization Chart

11. Provide a graphical presentation of the relationships and inter relationships within the service company that identifies lines of authority and
Jesponsibility in the organization.

The following were officers of LKS as of December 31, 2012:

Victor A. Staffjeri --Chairman of the Board, Chief Executive Officer and President

S. Bradford Rives -- Chief Administrative Officer
Paula H. Pottinger -- Senior Vice President, Human Resources
Eric Slavinsky -- Chief Information Officer
Gerald A. Reynolds -- General Counsel, Chief Compliance Officer and Corporate Secretary

Michael S. Beer -- Vice President, Federal Regulation and Policy
Laura G. Douglas -- Vice President, Corporate Responsibility and Community Affairs
Dorothy E. O’Brien -- Vice President and Deputy General Counsel, Legal and Environmental Affairs
George R. Siemens -- Vice President, External Affairs
Edwin R. Staton -- Vice President, State Regulation and Rates
Mary C. Whelan -- Vice President, Communications

Kent W. Blake -- Chief Financial Officer
Daniel K. Arbo ugh -- Treasurer
Valerie L. Scott -- Controller

Paul W. Thompson -- Chief Operating Officer
Lonnie E. Bellar -- Vice President, Gas Distribution
D. Ralph Bowling -- Vice President, Power Production
John P. Malloy -- Vice President, Energy Delivery, Retail Business
David S. Sinclair -- Vice President, Energy Supply and Analysis
P. Greg Thomas -- Vice President, Energy Distribution
John N. Voyles, Jr. -- Vice President, Transmission and Generation Services

Thomas A. Jessee -- Vice President, Transmission

Chris Hermann -- Senior Vice President - Energy Delivery

S. Bradford Rives, former Chief Financial Officer, was named Chief Administrative Officer, effective February 1, 2012.

Kent W. Blake was named Chief Financial Officer, effective February 1, 2012.

John R. McCall’s title was changed to Executive Vice President, effective March 19, 2012, and retired, effective June 20,
2012.

Gerald A. Reynolds was named General Counsel, Chief Compliance Officer and Corporate Secretary, effective March 19,
2012.

Chris Hermann, Senior Vice President - Energy Delivery, announced his retirement, effective May 1, 2013.

Paul W. Thompson, Senior Vice President - Energy Services, has been named Chief Operating Officer, effective February
18, 2013.
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Customer Service
Sales and Marketing
Economic Development and Major Accounts
Meter Reading
Meter Operations
Meter Asset Management
Cash Remittance
Billing Integrity
Energy Efficiency
CCS Retail Business
Project Engineering
System Laboratory
Generation
Fuel Procurement
Transmission Strategy and Planning
Transmission Protection and Substation
Transmission Line
Transmission Reliability and Compliance
Transmission System Operations
Transmission EMS
Transmission Policy & Tariffs
Ira nsmission Ba lancing Authority
Project Development
Energy Marketing
Market Forecasting
Load Forecasting
Generation Planning and Analysis
Network Trouble and Dispatch
Mapping and Records Management
Electric Engineering
Distribution Asset Management
Substation Construction and Maintenance
Budgeting
Financial Planning
Financial Systems
Internal Financial and Management Reporting
External Financial Reporting
Accounting and Reporting
Sundry Billing
Property Accounting
Energy Marketing Accounting
Revenue Accounting

Basis of Allocation

Number of Customers Ratios
Departmental Charge Ratio
Number of Customers Ratio
Departmental Charge Ratio
Number of Meters Ratio
Number of Meters Ratio
Revenue Ratio
Number of Customers Ratios
Number of Customers Ratios
Number of Customers Ratios
Total Assets Ratio
Departmental Charge Ratio
Total Utility Plant Asset Ratio
Contract Ratio
Departmental Charge Ratio
Departmental Charge Ratio
Departmental Charge Ratio
Departmental Charge Ratio
Departmental Charge Ratio
Departmental Charge Ratio
Departmental Charge Ratio
Departmental Charge Ratio
Departmental Charge Ratio
Generation Ratio
Generation Ratio
Generation Ratio
Electric Peak Load Ratio
Departmental Charge Ratio
Departmental Charge Ratio
Departmental Charge Ratio
Total Assets Ratio
Departmental Charge Ratio
Revenue, Total Assets and Number of Employees Ratio
Revenue, Total Assets and Number of Employees Ratio
Number of Employees Ratio
Revenue, Total Assets and Number of Employees Ratio
Revenue, Total Assets and Number of Employees Ratio
Revenue, Total Assets and Number of Employees Ratio
Revenue, Total Assets and Number of Employees Ratio
Total Utility Plant Assets Ratio
Energy Marketing Ratio
Retail Revenue Ratio

Name of Respondent This Report is: Resubmission Date Year of Report
(1)An Original (Mo, Da Yr)

LG&E and KU Services Company (2) — A Resubmission I / 2012
Schedule XXI - Methods of Allocation

1 Indicate the service department or function and the basis for allocation used when employees render services to more than one department orfunctional group. If a ratio, include the numerator and denominator.
2. Include any other allocation methods used to allocate costs.

Service Department or Function
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Sarbanes-Oxley Compliance
Payroll
Tax Accounting, Compliance and Reporting
Tax Planning
Tax Special Projects
Audit Services
Cash Management and Investment
Corporate Finance
Risk Management
Credit Administration
Energy Marketing Trading Controls
Energy Marketing Contract Administration
Procurement and Major Contracts
Strategic Sourcing
Materials Logistics
Sourcing Support
Accounts Payable
Supplier Diversity
IT Corporate Functions
IT Security and Administrative
IT Enhancements
IT Applications
lTClient
IT Platform
Legal
Compliance
Environmental Affairs
Regulatory Affairs
Government Affairs Management
Internal Communications
External and Brand Communications
Public Affairs Management
Facilities and Buildings
Security
Production Mail
Document
Right-of-Way
Transportation
HR Compensation
HR Benefits
HR Employee Diversity
HR Health and Safety
HR Organization Development and Training
HR
Technical and Safety Training
Industrial Relations Management
Executive Management

Departmental Charge Ratio
Number of Employees Ratio
Revenue, Total Assets and Number of Employees Ratio
Revenue, Total Assets and Number of Employees Ratio
Revenue, Total Assets and Number of Employees Ratio
Project Ratio
Revenue, Total Assets and Number of Employees Ratio
Revenue, Total Assets and Number of Employees Ratio
Total Utility Plant Assets Ratio
Generation Ratio
Generation Ratio
Generation Ratio
Non-Fuel Material and Services Expenditures Ratio
Non-Fuel Material and Services Expenditures Ratio
Non-Fuel Material and Services Expenditures Ratio
Non-Fuel Material and Services Expenditures Ratio
Number of Transactions Ratio
Non-Fuel Material and Services Expenditures Ratio
Number of Employees Ratio
Number of Employees Ratio
Number of Employees Ratio
Number of Employees Ratio
Number of Employees Ratio
Number of Employees Ratio
Departmental Charge Ratio
Number of Employees Ratio
Electric Peak Load Ratio
Revenue Ratio
Departmental Charge Ratio
Number of Employees Ratio
Departmental Charge Ratio
Departmental Charge Ratio
Departmental Charge Ratio
Departmental Charge Ratio
Number of Customers Ratio
Number of Employees Ratio
Number of Customers Ratio
Transportation Reso urce Management System Chargeback Ratio
Number of Employees Ratio
Number of Employees Ratio
Departmental Charge Ratio
Number of Employees Ratio
Number of Employees Ratio
Number of Employees Ratio
Number of Employees Ratio
Number of Employees Ratio
Departmental Charge Ratio

Name of Respondent This Report is: Resubmission Date Year of Report
(1) XAn Original (Mo, Da, Yr)

LG&E and KU Services Company (2) — A Resubmission / I 2012
Schedule XXI - Methods of Allocation
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Name of Respondent This Report is: Resubmission Date Year of Report
(1) An Original (Mo, Da, Yr)

LG&E and KU Services Company (2) A Resubmission / / 2012
Schedule XXI - Methods of Allocation

Contract Ratio — Based on the sum of the physical amount (i.e. tons of coal, cubic feet of natural gas) of the contract for
both coal and natural gas for the immediately preceding twelve consecutive calendar months, the numerator of which
is for an operating company or an affected affiliate company and the denominator of which is for all operating
companies and affected affiliate companies.

Departmental Charge Ratio —A specific Servco department ratio based upon various factors. The departmental charge
ratio typically applies to indirectly attributable costs such as departmental administrative, support, and/or material and
supply costs that benefit more than one affiliate and that require allocation using general measures of cost causation.
Methods for assignment are department-specific depending on the type of service being performed and are
documented and monitored by the Budget Coordinators for each department. The numerator and denominator vary by
department. The ratio is based upon various factors such as labor hours, labor dollars, departmental or entity
headcount, capital expenditures, operations & maintenance costs, retail energy sales, charitable contributions,
generating plant sites, average allocation of direct reports, net book value of utility plant, total line of business assets,
electric capital expenditures, substation assets and transformer assets.

Electric Peak Load Ratio — Based on the sum of the monthly electric maximum system demands for the immediately
preceding twelve consecutive calendar months, the numerator of which is for an operating company and the
denominator of which is for all operating companies.

Energy Marketing Ratio — Based on the absolute value of megawatt hours purchased and sold for the immediately
preceding twelve consecutive calendar months, the numerator of which is for an operating company or an affiliate and
the denominator of which is for all operating companies and affected affiliate companies.

Generation Ratio — Based on the annual forecast of megawatt hours, the numerator of which is for an operating
company or an affiliate and the denominator of which is for all operating companies and affected affiliate companies.

Non-Fuel Material and Services Expenditures — Based on non-fuel material and services expenditures, net of
reimbursements, for the immediately preceding twelve consecutive calendar months. The numerator is equal to such
expenditures for a specific entity and/or line-of-business as appropriate and the denominator is equal to such
expenditures for all applicable entities.

Number of Customers Ratio — Based on the number of retail electric and/or gas customers. This ratio will be
determined based on the actual number of customers at the end of the previous calendar year. In some cases, the ratio
may be calculated based on the type of customer class being served (i.e. Residential, Commercial or Industrial). The
numerator is the total number of each Company’s retail customers. The denominator is the total number of retail
customers for both LG&E and KU.

Number of Employees Ratio — Based on the number of employees benefiting from the performance of a service. This
ratio will be determined based on actual counts of applicable employees at the end of the previous calendar year. A
two-step assignment methodology is utilized to properly allocate Servco employee costs to the proper legal entity. The
numerator for the first step of this ratio is the total number of employees for each specific company, and the
denominator is the total number of employees for all companies in which an allocator is assigned (i.e. LG&E, KU and
Servco). For the second step, the ratio of Servco to total employees will then be allocated to the other companies
(LG&E, KU and LKC) based on each company’s ratio of labor dollars to total labor dollars. fLKC has no employees, but
non-utility related labor is charged to it.)
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Name of Respondent This Report is: Resubmission Date Year of Report
(1) An Original (Mo, Da, Yt)LG&E and KU Services Company (2) A Resubmission I I 2012

Schedule XXI - Methods of Allocation

Number of Meters Ratio — Based on the number or types of meters being utilized by all levels of customer classes
within the system for the immediately preceding twelve consecutive calendar months. The numerator is equal to thenumber of meters for each utility and the denominator is equal to the total meters for LG&E and KU.

Number of Transactions Ratio — Based on the sum of transactions occurring in the immediately preceding twelveconsecutive calendar months, the numerator of which is for an operating company or an affected affiliate company andthe denominator of which is for all operating companies and affected affiliate companies. For example, services
pertaining to Materials Logistics would define the transaction as the number of items ordered, picked and disbursed outof the warehouse. Services pertaining to Accounts Payable would define the transaction as the number of invoices
processed. The Controller’s organization is responsible for maintaining and monitoring specific product/service
methodology documentation for actual transactions related to Servco billings.

Project Ratio — Based on the total costs for any departmental or affiliate project for the immediately preceding twelveconsecutive calendar months, the numerator of which is for an operating company or an affected affiliate company andthe denominator of which is for all operating companies and affected affiliate companies.

Retail Revenue Ratio — Based on utility revenues, excluding energy marketing revenues, for the immediately precedingtwelve consecutive calendar months, the numerator of which is for an operating company or an affiliate and the
denominator of which is for all operating companies and affected affiliate companies.

Revenue Ratio — Based on the sum of the revenue for the immediately preceding twelve consecutive calendar months,the numerator of which is for an operating company or an affected affiliate company and the denominator of which is
for all operating companies and affected affiliate companies.

Revenue, Total Assets and Number of Employees Ratio — Based on an average of the revenue, total assets and numberof employees ratios. This ratio is independently calculated for LG&E and KU. The numerator is the sum of Revenue
Ratio, Total Assets Ratio and Number of Employees Ratio for the specific company. The denominator is three — the
number of ratios being averaged.

Total Assets Ratio — Based on the total assets at year end for the preceding year. In the event of joint ownership of a
specific asset, asset ownership percentages are utilized to assign costs. The numerator is the total assets for eachspecific company at the end of the preceding year. The denominator is the sum of total assets for each company in
which an allocator is assigned (LG&E, KU and LKC).

Total Utility Plant Assets Ratio — Based on the total utility plant assets at year end for the preceding year, the
numerator of which is for an operating company or affected affiliate company and the denominator of which is for all
operating companies and affected affiliate companies. In the event of joint ownership of a specific asset, ownership
percentages are utilized to assign costs.

Transportation Resource Management System Chargeback Ratio — Based on the costs associated with providing and
operating transportation fleet for all affiliated companies including developing fleet policy, administering regulatory
compliance programs, managing repair and maintenance of vehicles and procuring vehicles. Such rates are applied
based on the specific equipment employment and the measured usage of services by the various company entities.
This ratio is calculated monthly based on the actual transportation charges from the previous month. The numerator is
the department labor charged to a specific company. The denominator is the total labor costs for the specific
[FERc FORM 60 (NEW 12-05) 402.4 I
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department. The ratio is then multiplied by the total transportation costs to determine the amount charged to each
company.

Utility Ownership Percentages — Based on the contractual ownership percentages of jointly-owned generating units.
This ratio is updated as a result of a new jointly-owned generating unit, and 15 based on the total forecasted energy
needs. The numerator is the specific company’s forecasted incremental capacity and/or energy needs. The
denominator is the total incremental capacity and/or energy needs of all companies.
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Professional Employee Transfers in 2012

n
Na me

Atkins,Samuel R

Buckner,Michael A
Chin,Douglas P

Coleman,Marvin Doug
Crone,Alan S

Piening,Carla Jo
Requet lIl,Charles Francis
Ritchie,Laura
Stamper Jr,Jack M
Thompson,Courtney Kopple
Vanover,Steve

Woodworth,Steve E

Old Company
Kentucky Utilities
Louisville Gas & Electric Co.
Louisville Gas & Electric Co.
Louisville Gas & Electric Co.
Louisville Gas & Electric Co.
Kentucky Utilities
Kentucky Utilities
Louisville Gas & Electric Co.
Kentucky Utilities

Louisville Gas & Electric Co.
Louisville Gas & Electric Co.
Louisville Gas & Electric Co.

New Company
LG&E and KU Services Company
LG&E and KU Services Company
LG&E and KU Services Company
LG&E and KU Services Company
LG&E and KU Services Company
CG&E and KU Services Company
LG&E and KU Services Company
LG&E and KU Services Company
LG&E and KU Services Company
LG&E and KU Services Company
LG&E and KU Services Company
LG&E and KU Services Company

New Job Title
Account Mgr I Major Accounts
Mgr Fleet Ops Perf & Reliab
Mgr Health & Safety-Engy Svcs
Electrical Engineer II

Sr Controls Spec — Gen Srvs
Sr Scientist

Sr Mechanical Engineer
Document Mgmt Lease Pmt Spec
Inspector - Transmission
Sourcing Leader I

Engineer In Training

Dir Revenue Collection

Old Job Title
Area Retail Operations Mgr
Manager - Production
Health/Safety Specialist
Electrical Engineer II

Sr Control Specialist

Sr Scientist

Sr Mechanical Engineer
Dept/Div Secretary
Substation Supervisor A

Customer Representative I
Coop/Intern Student III (Eng)
Mgr Operations Center

Eff Date

2012-11-05

2012-03-19

2012-11-12

2012-09-17

2012-01-23

2012-06-04

2012-05-28

2012-10-15

2012-05-14

2012-06-11

2012-08-13

2012-04-30


